"Section 1

SECTIONAL ANALYSIS

. OF THE

UNIVERSITY AND SMALL BUSINESS RESEARCH UTILIZATION-ACT'OF 1378

The offlcral title of the Act is glven in sectLOn l-as

,‘the “Unlver51ty and Small Business Research Utlllzatlon Act of

1978." The Act deals with Government patent‘policy with respect

to (1) unlver51t1es and nonproflt organlzatlons and (2) small

bu51ness firms performing research with Government support, but

- does not establish pollcy with respect to'contracts with larger,

'commerc1al concerns. Thus the Act focuses on two distinct classes

v

of performers of Government R & D. It is believed that the princi-

_ples that should ‘be applied'to these performers are clear and non-

- controversial. Arguments raised against leaving rights in inven-_

tions to larger Government contractors, to the extent they are valid,

clearlv have no relevance when applled either to small bu51ness

firms or to universities and nonprofit organizations that ‘are not

engaged in commerce. Indeed, if such arguments were accepted and

‘applied with respect to these two groups, it is clear that a re- .

sult opposite to that desired would occur.

Sectlon 2

Sectlon 2 sets forth the relevant flndlngs that support

the operative sections of the Act. The 51gn1flcant role of small

business firmg, universities, and nonprofit organizations in the

performance of Government sponsored research is recognized.. The

:need for additional private investment in inventions made by such
organizations is also recognized as necessary for commercialization

of such inventions. The fourth finding recognizes that Government

-~

_patent policy can play an important role in promcting the commercial
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‘use of such inventions, and that patent policy should alsc be de=

"signed to meet the equities of the parties and to promote other

goals. Among the latter are listed the promotion of university-

industry coliaboratibn, small business participation in Government

R & D programs, and'the growth and competitive position of small

business firms,  PFinally, it is recognized ﬂmn:Government patent

- policy must also meet the needs of the Government.

"Section 3

Section 3 prOVides the basic framewark for the allocation

'of rights to inventions made by‘univerSities and nonprofit organiza-'
d.tions with Government sypport. It is desmgned to provide the
dminimal but critical rights needed to bring about commerCialization

" of these inventions. At the same time sufficient safeguards are

:reQuired to allow the Government the means to promotereffective

commercialization when a university or nonprofit organization either

 fails to elect rights in an invention or fails to achieve commercial-
_1zation of an invention to which it elects rlqhts. Section 3(a) |
'prov1des that as a normal rule univer51ty and nonprofit organiza—

B tlon grants and contracts are to contain a prov1 ion allowing the

- prganization to elect to retain title to inventions subject to

'varioustermsand conditions as set forth in section 3{c) and 3(d).'

It also contemplates'that the standard clause would include'other

administrative conditions dealing with such things as reporting

-~ time periods and patent application filing time periods.

Section 3{(b) sets forth three situations in which Federal

Vagencies may use different patent 9rov151ons. Section 3(b)(l} rec-
_ognlzes that in so=-called "GOCO" sltuations, the contractor may have
little equity, and the situation may be more suitable for direct

' Government licensing efforts. Or agencies might wish to use de-

ferred determination clauses in such situations andrdecide the

best way to promote identified inventions on a case—by~case_basis.
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hSectionhB(b)(2} recognizes-  that classified work relating'to the

" _national securlty may reqguire dlfferent patent ‘provisions. - Sec-

tion 3(b) (3) recognizes that in 1solated cases there may be reason

for the Government to take title or defer determinations of rights.
‘Possibly this might be the case in some projects where the Govern-
' ment plans to carry the research through full development and market-—

ing..

.Section 3(c) is designed to ensure that the needs of the

Federal Government and.the public are fully protected. it_requifes
.prdvisions in the standa;d'contract érovisions to allow the Govern-
hment to obtain title to innentions in which the univereity does

_ not elect title or which were not reported to the-Government within

the times prescribed in the standard clause. It also allows the

Government to také title in instances when the university fails

" to have a foreign or U. 8. patentlapplication filed, as the case .

‘may be. And though every detail is not spelled out, it is, of

course, expected that the standard clause would have other pro-

H ah .patent
applications are filed but not prosecuted or where patents are not’
malntalned.

In cases where the contractor elects rights, the Government

would obtain a royalty-free licensé for Governmental use. To en-

'_sure'that the righte obtained'by the university are not simply scld

to the highest bidder, assignments are barred expect to patent

menagementO:ganizationsunless the Federal agency approves of. the

;assignment; Limits are placed on the period of exclusive license

of U. 8. rlghts.

Unlver51t1es and nonoroflt organlzatlons woald also be

,requlred to prov1de perlodlc reports on thelr llcen51ng activities.

_And the Government is given the right to requlre llcen51ng in. flelds

of use where the c¢vntractor or its licensees are failing to take

-reasonablastepsto brlng the_lnventlon to the point of practical

application. This could mean either non-use or commercialization’

on a scale insufficient to satisfy market demand or on terms that

‘are unreasonable.
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Sectlon 3(c) also prov1des that in cases where a

. unlverlsty makes 51zab1e royalty income a portion of the net in-

come will be returned to the Government. Royalty sharing ls re-—

-

: qulred where the returns are substantlal {(above $250 000) zso .as

to prevent the destructlon of the incentive for unlver51t1es to

engage in licensing. activity. In no event is the Government to
'recelve more than it actually contrlbuted to the making of the

- invention under the applicable contract or grant. In most cases

this will be less than the total amount of the contract under which

- the inyention was'made. For'example, it is likely that the con-
3traot'will have involved actiritiee subsequent to'the'making of
.;anlinvention. It ney also have funded ectivities-of various in-

' vestigators who‘were not inventors and wno were working'on aspects

':Of the project'unrelated torthe_invention. It is expectEd that
‘the agency and the university will negotiate the agreed;to.}

‘amount as well as a formula for royalty sharing above the $250,000

" to revise the threshold figure in light of general price changes.

Finally, section 3(c} reqnires that any net income from

inventions be used to promote education or scientific research.

Sectlon 3(d} requires the use of a subcontract prov151on

that is de51gned to. prevent any subcontractors that are not them-

_selves universities or nonproflt organlzatlons from automatlcally

getting title to their inventions. Caseuby—caee“agency approval

.tified would be required for title to be left in commercial sub-
o contractors.

The following 1s env151oned as the type of standard con—_

tract prov131on that would meet the requlrements of sectlons 3{a),

"be used to -implement section 4:

jffigure. The Office of_Federal.Procurement Policy is given authority

~either at the time of subcontracting or after an invention is iden-

-(c),_and (d). With approprlate modification a 51m11ar cleuse could -
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PATENT RIGHTS - UNIVERSITIES AND NONPROFIT ORGANIZATIONS

{a) Deflnltlons

(1) ™Invention" means any invention or dlscovery

N and 1ncludes any art,'method, process, machine, manufacture, de-
"~ sign or composmtlcn-of matter, or any new and useful improvement
thereof, or any variety of plant, which is or may be patentable -

‘or otherwise protectable under the laws of 'the United States.

(2) “Subject inventidén" means any invention of
the awardee conceived or first actually reduced to practice in

the course of or under an award.

{3) _"Award“ means any contract, grant, or cooperatlve

' agreement'entered into between the agency and any person for the

performance of experlmental developmental or research work Sub—-

-stantlally funded by the agency, and 1ncludes any assignment, sub-
'.stltutlon of partles, or subcontract ofany type entered into for -
che performance of experlmental developmental or research work

"under an award.

‘(4) r"Awardee" means the recipient of an award.

"(5) . "Agency" means the "executive agency" as defined

at.5 U.S.C. 105 or the "military department” as defined at 5 U.S.C.
102 that has made the award. - ' A

(6} “To brlng to the p01nt of practical appllcatlon

V,means to manufacture in the case of a compos;tlon or product, to

practlce in the case of a process, or to operate in the case of a

machlne or system and, in any . case, under such condltlons as- to

‘establlsh that the 1nventlon is being worked and that its benefits
are available to the publlc elther on reasonable terms or through

" reasonable licensing arrangements.

(7) "Made" when used in relation to any invention -

or dlscovery means the conceptlon or flrst actual reductlon to prac—

-

tice of such lnventlonzilthe course of or under an award.
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(b} Allocation of Principal Rights ' L S

(1) (A) - The awardee shall have the right to elect

£o retain the entire right, title, and interest throughout the world:

'-for in any countrles thereof in and to each subject invention of the

awardee submitted in an invention disclosure pursuant to (e) below,

“subJect to the prov151ons of this clause., The awardee shall in-

clude with each invention disclosure an election as to whether or

not lt is exercising this right; provided that when the awardee dee a

_eites-additional time to determine the commercial potential of the

- invention, the awardee may request an extension of the election

period. 'in‘suCh cases, the election must be made within such time

'as'directed'by the Agency.. In the event a request for additional

tlme is made and granted, the awardees shall (i) promptly advise

" the of any decision not to elect rlghts and (ii) shall promptly
- notify the Agency of any on sale, public use, or publication of

‘the invention of which it becomes aware after the time of its initial

invention disclosure. .’

(B) At any t1me within 30 days from the date an

' awardee elects not to retaln rights in a subject lnventlon, any

inventor of that invention may submit a request to the agency

'that he or she be allowed to retain title and principal rights in

the invention. 'Such a request shall be subject to procedures set
forth in applicable agency or other Government regulations.
“{2) _The awardee agrees to convey to the Government,

upon reguest, the entire domestic right, title, and interest in

- any subject 1nventlon when the awardee:

t(i), does not elect under paragraph (b)(l) to
retain such rights; or .

(ii) fails to have a United States Patent appliea~

tion flled on the lnventlon in accordance with paragraph (e}, or

'dec1de5 not to ccntlnue prosecutlon of Such application; or

(iii) at any time, no longer deSLres to retain

“title.

&
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~ . {3} The awardee agrees to convey to the Government, ]

" .o upon request,'the entire right, title, and interest in any subject

1nvent10n in any forelgn country when the awardee:

(i) does not elect under paragraph (b)(l) to

e retaln such rlghts in the country, or

T4y fails to have a patent apollcatlon filed

in the'country on the inventlon in accordance w1th paragraph (),

except that if an appllcatlon has been flled in a foreign country

' after the tlme specified in paragraph (f) but prlor to such request

' by'the Government, the,awardee Shall retain the entire rlght. title,

and interest in the Subject Inventlon in the country lnvolVed, or'

: decldes not to oont:nue proaecutlon of such appllcatlon or to pay

any maintenance’ fees coverrng therlnventlon. The awardee shall pro-

. vide the agency with the'earliest_poesible notice of any decision

or contemplated decision to abandon a patent applicationﬁor dis-

.continue the payment”of maintenance fees.

;(4) A conveyance, requested pnrsuant to paragraph

-{b""‘-'r {3}, shal1 be made by delivering to the agency duly executed

,lnstruments (prepared by the agency) and Such other papers as are

deemed necessary to vest in the Government the entrre rlght, title,

_and interest to enable the.Government'to apply for and prosecute

patent appllcatlons covering the 1nvent10n in this or the forelgn
country, respectlvely, oxr otherW1se establlsh.lts OWnershlp of such

L

invention.

(c) Minimum Rights Acquired by the Government
(1) With respect to each subject invention to which
the awardee retains principal or exclusive rights, the awardee:

{A) Hereby grants to the Government of the

.Uniteq States a nonexclusive, nontransferable, paid-up license to
‘make, ‘use, and sell each subject invention throughont'the”world
by or on behalf Of the Government of the United States (including

any Government agency) .
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(B) Hereby agrees to grant, upon the request

.of the agency, a nonexclusive, partially exclusive, or exclusive

1ieense_to a responsible applicant or applicents in any field of

ruse'tp an in;ention,_upon terms reaeonalbe under the circumstances;
'and_ferther grants to the agency the right to issue such liceﬁses'
titself if the awardee refuses to grant such.iicenses if the agency
Jdetermlnes such action is necessary because the awardee has not

‘taken, or ls not expected to take within a reasonable tlme, effective

steps to bring to the point of practlcal application the subject
invention in suchjfield of use. eAny requests made pursuant to this’
paragraph shall be by the head of the agency or a duly authorized

agent,'and the ewardee gshall be given written notice of any pro-.

posed request not less than thirty days prior to the issuance of
- .a formal request 'and, if the awardee so requests, a hearing shall

be held before the request is issued and otherwise made effective.

KZ) Nothing contained in this section shall be deemed

‘to grantto the Government any righte with respect to any'invantion

(d) Invention Identification, Disclosure and Reports

{1) The awardee shall furnish the agency.za complete

=ftechnical disclosure for each subject invention promptly after the

awardee has coinpleted such technical evaluations and market studies

~ that it finds heeessary to determine whether an election to retain
.rlghts should be made; prov1ded that in no event shall such ‘dis-

._closure be made later than two years after the subject invention

' is first known to awardee officials responsible for admln;sterlng
.invention_matters; and previded, further,-the.disclosqre shall,be

. made immediately in any case where publication or use has initiated

the one-year statutory bar period for patenting. The.disclosure

'shall'identify the award and inventor(s) and shall be sufficiently
-EDmplete in techrical detail and approprietely illustrated by sketch
or diagram to convey to one skilled in the art to which the invention
‘pertainsra clear understanding of the neture, purpose, operation,

" and, to the extent known, the physical, chemical, biological, or
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electrical characterxistics of +the invention. The disclosurc
- shall include a statement as to whether or not the awardee is aware
' of any on sale, publlc use, or publlcatloncmfthe lnventlon, and,

’“71f s0, detalls shall be provided.

(2) It is agreed and understood that each'technical

disclosure furnished under paragraph (d) (L) is submitted in eon#

fidence and is not to be disclosed outside the Government until

after either a~United States or'foreign pratent application has

: been flled by or on behalf of the awardee or untll a description )
of the 1nventlon has been publlshed elsewhere by the lnventor or
.'awardee, prov1ded that the agency may dupllcate and dlsclose any
.dlsclosure to which the awardee does not elect to retain rlghts
-beginning any tlme after 30 days from such non=election. However,
if an 1nventor, in suchra case, has made a timely request for rigﬁts,__'
then the agency shall continue to hold tﬁe.diseIOsure in confidence
tntil'such-time as the agency determines that the inventor will

. .not be allowed to'retainirights.

(3) he ewarde

effectuate the provisions of this clause from all persons in its

*“employ'who perform any part of the work under the award except

‘nontechnical personnel, such as clerical employees and manual

laborers.

(e)" Filing of Domestic Patent Applications

(1) With respect to eachtsubject invention in which
the awardee‘elects-to retaih‘domestic rights pursuant to paragraph
(b)(l) of thls clause, the awardee shall have a domestic patent

appllcatlon flled within six months afier the electlon or such longer

f:perlod as may be approved An wrltlng by the agency.

{2) For each subject invention on which a U s.

- ?atent-application is filed by or on behalf of the awardee, the

- awardee shall: . ~-— -':ff - N R




.‘!"i'".lw.. L

<10-

~(A}. within six months after the £filing, or

. within six months after submission of the invention disclosure
. if the patent application was filed prior to the contract, deliver
e:to¢the agency a duly executed and approved conflrmatlon instrument

on_the form spec1f1ed in paragraph {(1).

'IB) w1th1n ‘six mOnths after the flllng, or

within six months after submission of the invention disclosure if
‘the patent application was filedfuior'to the award, notify the
"agency of the £filing date and serial number of the application and

| deliver to the agency (a) a copy of that portion of the application

as filed, which contains the statement required by paragraph (e) (2) (C).,.

and (b) a copy of an assignment from the inventor or inventors to

the institution of all right, title, and interest in the invention

properly recorded- in the United States.Patent and irademark Cffice;
(C)- include the following statement;'appro—-

priatelf completed, in the second paragraph of the_specification

of'ﬂmyaoplication'and any patents issued on the subject invention,

"The Government has rlghts in this 1nvent10n pursuant to Contract(s)

{or Grant(s)). No(s). L awarded by the (Agency) .
' S(D) not less than. thlrty days before the ex-—

plratlon of the- response period for any action requlred by the United

States Patent and Trademark Offlce,rnotlfy the Agency of:any de-

cision not to continue the'agency of the applicatiOn and deliver

_to the agency executed lnstruments granting the Goverament a power

_ of . attorney,

" {E) upon request, fully advise the agency corni~

cernlng all actlons taken durlng the prosecutlon of any patent appllca—

tion and furnish copies of ang relevant documents as requested. and’

(F) prov1de the agency with a copy. of the patent
within.six.months after a patent issues on the application.

Lo -




" a patent application filed on the inventiOn in. that country, in.

'accordance with epplicable statutes and regulations; and within

_clause.

_ reasons; or

Ithe'agency.

. plete technical disclosure'to the

-1i- .

"(f) Filing of Foreign Patent Applications

" {a) With respect to each subjecﬁ invention'in which

the awardee elects to retaln principal rlghts in a forelgn country

pursuant to paragraph {b) {1} of thlS clause, ‘the awardee shall have.

one of the follow;ng periodsy

, _ (i) - elght months from the date of a corres-
pondlng United States aopllcatlon flled bj or on behalf of the
awardee, or if such an apollcatlon is not’ flled, six months from

the date an electlon is made pursuant to paragraoh (n)(l) of this

{ii) - six months from the date a license is

- granted by the Commissioner of Patents and Trademarks to file for- .

'.eign applications when such,filinghasheeﬂ prohibited by.security'

(iii) * such longer period as may be approved by

B {b) The awardee shall notlfy the agency of forelgn

7appllcat10ns filed and, upon request, ‘shall furnish an Engllsh ver-

'sion of such appllcatlon w1thout addltlonal compensatlon.

(g) Subcontracts“

(1) Except as provided in (2) below, the awardee

'shall include in any subcontract where a purpose of that subcontract

" is the conduct of experimental, developmental, or research work. the

follewingiclause:

Patent Rights

.{a} The Contractor hereby agrees to furnish a com-.

{(Awardee)

w1th1n six months after any 1nventlon is concelved or first actually‘
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-reduced to practice in the course of or under this contract (here-

. under thls clause ‘and to enable- the.
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inafter referred to as “subject inventions(c)") and, subject to

_(b),:beiow, to assign all right, title, and interest in and to such

1nventlon to awardee or ilts designee.,

(b) At the time the Contractor reports any "subject

-invention“ to - : - ' .

(Awardee)
the Contractor, at its optlon, may also report the invention to

the =~ o o : © agency with which the institu-

tion.holds the prime contract, and request that the agency make

a'determination whether and on wﬁat terms'the contractor may re-

.taln pr1n01pal rights in the invention 1n lieu of assigning 1t to

. Such determlnatlons by the

(Awardee }
agency shall be in accordance with the pollcles and procedures of

appllcable agency or other Government regulatlons. Such determination
shall be final on both the Contractor and ' .

(Awardee)
provided that the Contractor may elect not to accept the agency's

determlnatlon and instead a531gn all rlghb tltle, and interest in

“the - 1nvent10n to ' - ' - or its de-

(Awardee}
signee.

(c) 1In addition, the Contractor agrees to furnish

. the following materials, diSclosures and reportsi

(i) Upon request, such duly executed instru%

ments (prepared by the an . ._ or its designee)

and such other papers as are deemed necessary to vest in the

or its designee the rights granted

(Awardee)

{Awardee}

_'or its deSLgnee to- apply for and prosecute any patent application,

"in any c0uqtry, covering such invention.

(ii) Prior to final settlement of this contract,

upon request'a final report listing all subject inventions or cert— .

- -

ifying that no 1nvent10ns were concelved or first actually reduced

to practlce under the contract.
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‘-Contractor, this clause is inconsistent with the policy set forth
“Contractor (i) shall promptly notify‘the Institution and (ii) shall.
"of the Institution. It is understood that the Institution will

.seek.diregtion from the appropriate federal &gency.

tions of the Subcontractor to the Government in regard to subject

‘dnventions.

 t§ accept the clause specified in
_the awardee, this'clause.is inconsistent with .the policy set forth
.'in agency_regulations'or 41 CFR 1-9 107-3, the awardee (i) shall |
- promptly submit a writtén notice te the agency setting forth rea-

~sons for the Subcontractor's refusal and other pertinent informa-

2 70f.thé agency.

:"Subcontractor's obligations for the benefit of the_Governmént with

to subject invention.

13-

‘(d)_ The Contractor shall igclude in any subcontract

‘a clause identical to this clause, if a purpose'of the subcontract

is experimental, developmental, or research work. If a subcon-

tractor refuses to-accept this cluase or if, in the opinion of the

in 41 CFR 1-9.- 107-3 and/or applicable agency regulations, the

not procee& with the subcontract without the written authorization

{e) The Contractor shall not be obligated'to enforce

the @greemehts of any Subcontractor hereunder relating to the obliga- .

' (End of Subcontract Clause)

{2). In the event of a refusal by.a subcontractor

=

the opinion of

tion which may expedite disposition of the matter; and (ii) shall

not proceed with thé subcontract without the written authorization

(3} It is understood that the Government is a third

party beneficiary of any.éubcontract clause granting rights to the

. Government in subject inventions, and the awardee hereby assigns

to-the Government all rights that it would have to enforce the

respect to subject-inventions. The awardee shall not be obligated

to enforce the agreement of any subcontractor hereunder relating

.to the obligations of the Subcontractor to the Government in regard
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(4) Nothing in this Agreement is intended to pre-

clude the awardee from grenting a subcontractor rights or an option

to rights in eoy inventions made by the subcontractor to therextent

such rights ere'consistent with the provisions of this clause.

‘(h)' Admlnlstratlon of Inventions in whlch the Institution
Elects to Retain Rights ‘

--(1)' The awardee shall administer those subject ihe

= ventions to which it elects to retain title in the'public interest

and shall, except as provided in subsection (2) below, make them

'avallable through licensing on a nonexclus;ve or exclusrve, royalty-

free or reasonable royalty basis.

(2} Any exclusive license 1ssued by the awardee under

-a u. S. patent or patent appllcatlon shall be for a llmlted perlod
'of tlme and such perlod shall not, unless otherw1se approved by
the agency, exceed flve years from the date of the first commercial
fsale or use in the United States of Amerlca of a- product Or process
7‘_embody;ng the 1nventlou, or ehght years from the date of the ex-

”-Z_clusive license exoepting'that'time'before regulatory agencies nec-

v

essary to obtain premarket clearance, whichever occurs first. How-

;ever,'oommercial sale or use in one field of use of a_subject in-
: vention shali not be deemed to_endothe exclusive period as to
other flelds of use. Such license'Shall also provide.that the
_llcensee shall use all reasonable effort to effect 1ntroduct10n
.;nto the-commercratnmrketas socon as practlcable, consistent with
sound and reasonabletbusiness practices and judgment. Any extension-
lof the maximum period'of exclusivity shall be subﬁect to approval
| aof  theaagency. . Upon expiration of the period of exclusivity or
‘any extension thereof,'licenses shdll be offered to all qualified

‘" applicants at a reasonable royalty rate.

(3) The balance of the royalty income'after pay-

ment of expenses; -includlng payments to inventors, 1nc1dental to

_the administration of all inventions a551gned to it pursuant to

the provisions of this clause shall be utilized for the support

of education or scientific research1
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_(4)  All licenses issued by the awardee to other

.than the Government of the United States under any patent applica-

tionorvpatent on a subject invention shall be made expressly sub-

‘ject to the conditions of this clause. The awardee shall; upon

' request, promptly furnish copies of ahny license agreements to the

“agency, provided that such licenses shall be considered privileged

or confidential and the agency will not disclose such licenses to

" persons outside the Government.

(i) Patent Management Organizations

Except with the specific approval of the agency,

' ‘the awardee shall not_assign any subject invention to any person
"or organization other than the Covernment of the Unjited States

or an organization which has as one of its primary functions the

management of inventions and patents and which is not, itself, en-
gaged in the manufacture or sale of products or processes that

might utilize the invention or be in competition with embodiments

_of the iﬁvention provided that any assignment to a patent manege—

ment organization shall specifically be made subject to all the

terms and condltlons of this clause.

'(j) Reports on Development and Commercial Use

The awardee shall prOV1de a written annual report

to the agency on or before Pecember 31lst of each year covering the

preceding year endlng September 30th, regarding the‘status of

development and commercial use that is being made or intended to

- be made of each subject invention left for administretion to the
awardee and the steps that have been taken by the awardee to bring .
" the inventibn te the point of practical‘applicatien. Such reports

'shall 1nclude 1nformat10n regarding status of development the date

of first commer01a1 sale or use, gross royalties recelved by the

. awardee and such other data and information as the awardee may

reasonably”specify' To the extent data or 1nformat10n supplled

" to this section is considered by a llcensee to be pr1v1leged or

confidential and is so marked, the agency agrees that it will not

disclose such information to persons outside the Government.

et e e e
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(k) - Return of Government Support
" If the awardee receives $250,000 in net income from

the licensing of a subject invention, it shall advise the agency. .

ip such event the partied shall enter into negotiations to establish

_the'amOunt'of funds provided under this award which were expended

on activities related to the making‘of the invention. ;The Govefn—
ment shall be entitled to receive up to this'amdunt out of any.
addltlonal net income about $250,000 whlch is recelved by the

awardee. The parties shall negotlate a reasonable share (not in

'_excess of 50%) whlch the Government shall receive from net income
 aboVe $250, 000 until the amount agreed upon has been reached.

" Equitable adjustments to any agreements entered into pursuant to
.thls paragraph (k}, 1nclud1ng ‘the return of 1ncome by the Govern-
_ment as approprlate, shal; belmade in the event that-future costs

- of the awardee in connection with the invention such as litigation.

costs, have the effect of substantially reducing its net income.

'before payment to the Government.

(l) Communications

Requests for Foundation approvals, extensions, or

.'similar actions and other correspondence required by the Agreement

should be addressed to the  (To Be Inserted by the Agency).

{m) 'Confirmation Instrument

" The following is the format for the confirmatory

instrument required by paragraph (e)(z)(Ai_of this clause.

~CONFIRMATORY INSTRUMENT

“Application for: ' (Title of Invention)
. Inventor (s} '

.. Berial No. Contract (Grant) No.

"~ Filing Date: , Institution

. The invention identified above is a "Subject Invention"

" under Award No. ' with (Name of Agency) .

—aa~

Thls document is confirmatory of the paid-up license-

granted to the Government under thls award in this 1nventlon,
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- patent application and any resulting patent, ‘and of all other

-]7-

‘rights acquired by the Government by the referenced award.

‘It is understood and agreed that this document does

not preclude.the Government from asserting rights under the pro-

visions of said Agreement or of any other agreement between the

- Government and. the Awardee, or any other rights of the Government

‘with respect to the above‘identified invention.

‘The-60vernment'is hereby granted an irrevocable'power'

to inspect and make copieS of the above-identified patent applica?

" tion..
Signed this ___ day of , 19 .
‘(InstItution)

{(Signature)

(Print or type name)

(Official title)

CERTIFICATE
I, ‘ - , certify that I |

“am thé " of the Institﬁtion.named as licensor herein; 5
that | , who signed this License on behalf of
“the Institution is ) ' ‘ ' of

said Institution; and that said License was duly signed for and in

behalf of said Institution by authority of its .governing body, and

"is within the scope of its corporate power.

{Signature)

‘= ~{END OF SAMPLE CLAUSE)
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Section 6.

" Section 4

Section 4 provides the basic framework for the.allocaw

. tion of rights to small business firms. It is substantially iden-

tical to section 3 except that the assignment, licensing, and use

.fof'incomejlimitations found at section 3{c)(6),t7), and (9) are
'fnot.ﬁadé ap@licable ﬁo'smali bpéiness_firms. It is considered
‘}ngcessary to give'small business.firms greater flexibility in_thef
use of their_rights_in'ordér'to maximize'tﬁé g:dwthiénd_profi£ability- h
_’éf suéh firms. Iﬁcdme_sharing with tﬁe Government is alsc pro- .
'Vidéd,in the case of éubstaﬁtial sales of products embodying sub—
:_jedt inventions as well as royalty shafing-whére a small businéss
-COntractor licenses a subject invention. The.proﬁisions.and philo-

'sophy are similar to that discussed in connection with section

3(c) (10).
§§g§ion 5

Sectiqh_S is-inﬁended fo make clear that agéncies_maj
consider.requests By iﬁdividual inVeﬁﬁoré fér retention of rights

in cases where the contractor or subcontractor does not elect or

" seek rights. € is,-of course, expected that the standard clause

© will require that persons performing research functions under a

contract or grant will be required to assign rights to subject in-
ventions either to their employer or the sponsoring Federal agency .

'

upon request.

Section 6 is intenaed to allow agencies to withhold dis-

" closure of invention reports up until the. time that this is no

longer needed to prevent the commencement of a statutory baf_to

patenting on account of the publication of the invention. Pro-

vision is also made for nondisclosure of copies of any patent -

" applications in the possession of the Federal agency in order

-~

to prevent disruption of normal patent office procedures including

‘the possibility that a party to an interference proceeding could
~obtain an unfair advantage through premature access under the

'Freedom of Information Act.




may negotlateforrmghts in background patents as part of the award-

. proqess. It is expected that the need for thlS w1ll be relatlvely

" Section 8

large business cunueru tha

:_ Sectibn 9

-19~"
Sectlon T is 1ntended to make Clear that Federal agenc1es

rare.

Section 8. is a definitional section.

The definitions of "invention”, "subject invention",

and "made" are.substantiallj‘similar to the definitions now given

" these terms in.standard.Government pateﬁt clauses.  They represent

terms of att that have been in use for many years.

R . The definitions of the tetms ﬁcontractﬁ, “conttactor";
anarﬁperson“-cdver éll forms Qf contracts, grants;,and cooperative
agreements now in ﬁse to support Fedéral résearch. 0f special’

note is the fact that subcontractors are-éovered'by the definition

 of "contractor™. .Thus the terms of thisActare applicable to-

small bu51ness subcontractors even if the prlme contractor is a

ject to more frlctlve Datent

prov;s1ons.

The term "practical'application" is based upon the defnnl—

. tion of the same term found in the Pre51dent1al Memorandum and

Statement of Government Patent Pollcy and ‘current Government patent

clauses.

. The terms "Federal agency", "small business firm", and

‘“nonpfofit_organization“ are self-explanatory.

Section 9 makes clear that the fact that a person obtains

. rights in an invention in accordance with .this act does not give

* him the right to use that invention in a manner that is violative

of the anti- trust laws.

el T .
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:Section 11
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“Section 10

Section 10 provides the Office of Federal Procurement

Polioy and the Office.of Science and Technology Policy anthority-

_to jointly issue. regulations establishing a standard contract pro-
. vision. Since OFPP has authority over contracts but not grants

]and because OSTP has cognizance ‘over 1nteragency patent policy

aqtiv1t1es,'it is conSidered desirable to have a jOlnt drafting

effort;r.ln'turn, it is‘expected that additional.regulations_will

be issued through normal OFPP, OMB, or agency channels implement—

'1ng other aspects of the Act or otherw1se amending existing regula—

" tions to. take account of the Act and the standard OFPP/OSTP clause.

Section 11 provides that_the Act shall govern. Federal

patent policies dnd practices as they relate to universities and

_nonyrofit'organizations and small‘business_firms." Section 11{a)

lists nineteen statutory provisions:that could arguably or clearly

be interpreted as requiring a.dispositiOn of rights in a'manner

icontrarv to this Act. This Act will take precedence over these

Acts and any other Acts that may have been overlooked that are

_1nconsxstent. Slmilarly, this Act is intended to take precedence

:over any future Acts dealing with the subject of patent policy

vis-a~vis Government supported research unless such Act clearly

¢‘states otherwise.

: Section 12

Section 12 prov1des that the Act ‘will take effect 180

days after its enactment. ThlS is to enable the issuance-of the

. necessary OFPP/OSTP joint regulations and Other. regulatory changes

;,whlch are authorized to be 1ssued prior to the lalst day .




