EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, p_.c. 20503

February 10, 1982

CIRCULAR No. A-124

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT:" . Patents - Small Bu51ness Flrms and Nonproflt

Organlzatlons

1. Purpose. This Circular provides policies, procedures,

and guidelines with respect to inventions  made by small

‘business firms and nonprofit organizations, including univer-

sities, under funding agreements with Federal agencies where a

. purpose. is to perform exper1menta1 developmental, or research-
work. } . .

2. Rescissions. This Clrcular supersedes OMB Bulletln 81 22

effective March 1, 1982.

3. Authority. - This Clreular is issued pursuant to the
-authority contained in 35 U.S.C. 8206 (86 of L 96-517, "The

Patent and Trademark Amendments of 1980“)

4._‘ Background : After many years of publlc debate on means -
to enhance the utilization of the results of Government funded .
research, Public Law 96-517 was enacted. This Act gives non-

profit organizations and small businesses, with  limited

exceptions, a first right of refusal to title in inventions .

they have made in performance of Government dgrants and
contracts. The. Act takes precedence over approxlmately 26

, confllctlng statutory -and administrative: pollcles.

Under the Act, the Office of Federal Procurement Policy'(dFPP)
is responsible for the issuance of the regulations

implementing. 35 U.S.C. 8202-204 after consultation with the

Office of Science and Technology Policy (OSTP). On July 2,
1981, OMB Bulletin 81-22 was issued to provide interim regula-
tions while agency and public comments were sought. Based on
a review of these comments, this Circular is issued to
establish permanent implementing regulations and a standard
patent rights clause.

5. Policy and Scope. This Circular takes effect on March 1,

1982, and will be applicable to all funding agreements with

small business firms. and domestic nonprofit organizations

‘executed on or after that date. This  includes




subcontracts at any tier made after March 1, 1982, with small "

business firms and nonprofit organizations even if the prime
funding agreement was made prior to March 1, 1982. Unless
prohibited by law, agencies are encouraged to treat subject
inventions made under funding‘agreements made prior to July 1,
1981, in substantially the same manner as contemplated by P.L.
96-517 and this Circular for inventions made ‘under ' funding

. agreements entered into subsequent to July 1, 1981. This can -
~be accomplished through the granting of waivers of title on

" terms and conditions substantially similar to those set forth
~in the standard clause of Attachment A. = . ‘ :

- Agencies should be alert to determining whether amendments

rmade after March 1, 1982, to funding agreements entered into
prior to July 1, 1981, result in new  funding agreements
~ subject to this Circular and the Act. Renewals and continua=

tions after March 1, 1982, ‘of funding agreements entered into

prior to July 1, 1981, should be normally treated ‘as new
fundlng agreements. _ . Do o

"Thls Clrcular is 1ntended to establlsh unlform and coordlnated_

implementation of 35 U.S.C. E200-206 so as to foster .the
pollcy and objectlves set forth 1n 35 U.Ss.C. §200.

6. Deflnltlons. As used in thlS Clrcular --l

: a. The. term “funding agreement"means any contract,
‘grant, or -cooperative agreement entered into between any

Federal agency, other than the Tennessee Valley Authority, and

. any contractor for the performance of experlmental develop-
imental, or ‘research work funded in whole or ‘in part by the
Federal -Government. ‘Such -térm includes any assignment,

substitution of parties, or subcontract of any type entered'

into for the performance of experlmental, developmental,
_ research work under a fundlng agreement, as hereln deflned.-

- b;*= Th “term '“contractor" means any person, small
business flrm or rnonprofit’ organlzatlon that is a party to a
' fundlng agreement. _

‘. The ‘term “invention" ‘méans ‘any’ -1nvent10n or

discovery which is or may be patentable or otherwise protect—'

' able under Tltle 35 of the Unlted States Code.

AR

d. The term “subject 1nventlon“ MEANS any 1nvent10n of

a contractor conceived or first actually reduced to" practlce_

in the performance of work:" under a fundlng agreement

e. The term "practlcal ; appllcatlon" means to

“manufacture in the ‘case of a composition or’ product, to
‘practice in the case of a process of- method, ‘or to operate in

the case of a machlne or system, and, 1n each case,-under such
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conditions as to establish that the ' invention is being
utilized and that its benefits are, to the extent permitted by
law or Government regulations, .available to ‘the public on
reasonable terms. : . : :

f. The term "made" when used in relation to any
invention means the conception or first actual reduction to
practlce of such 1nvent10n. . S

g. The term "small bus1ness -£irm™ means a small
business concern as defined at section 2 of Public Law 85-536
‘(15 U.S.C. 8632) and implementing regulations of the
Administrator of the Small Business Administration. For the
purpose of this Circular, the size standards for small
business concerns involved in Government procurement and
subcontractlng at 13 CFR 121 3-8 and 121 3- 12, -respectively,
Wlll be used. - : e R

o h. The term "nonprofit organization" - . means
universities and other institutions of higher education or .an
‘organization of the type described in section 501(c) (3) of the
-Internal Revenue Code of 1954 (26 U.S5.C. 8501(¢c)) and exempt
‘from ‘taxation under section 501l(a) of-the‘Internaerevenue
Code (26 U.S.C. 850l(a)) or any- nonproflt scientific or
educational organization quallfled under a state nonprofrt
organization statute.

T Use of the Patent Rights (Small Business Firm or
Nonprofit Orggnization) (March 1982) Clause. -

: a. Each funding agreement awarded to a small busrness
uflrm or domestic nonprofit organization which has as a purpose
the performance of experimental, developmental or research
work shall contain the "Patent Rights (Small Business Firm or
Nonprofit Organization) (March 1982)" clause set forth in
‘Attachment A with such modifications and tailoring as may be
~authorized in Part 8, except that the fundlng agreement mnay
contaln alternative prov1sxons—— :

- (l) when the funding agreement is for the operation
-of a Government—owned research or production facility: or

(2) in exceptional 01rcumstances when it is
-determlned by the agency that restriction or elimination of
the right to retain title to any subject invention will better
promote the policy and objectives of- Chapter 38 of Title 35.of
the United States Code; or
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. - (3) when it is determined by a Government authority
which is authorized by statute or executive order to conduct
foreign intelligence or counterintelligence. . activities that
the restriction or elimination of the right to retain title to -
any subject invention is necessary to protect the securlty of
' such act1v1t1es. :

b. _(1) Any determlnatlon under Part 7.a.{2) of this
Circular ~will be in writing and accompanied by a written
statement of facts justifying the determination. . The state-
ment of facts will contain such information as the funding
‘Federal agency deems relevant- and, at minimum, will (i)
: ‘1dent1fy the "small business firm or nonprofit organization
~involved, (11) describe thée extent to which agency action
_restr1cted or. ‘eliminated. the right to retain title to a
- subject. 1nvent1on, (iii)  state the facts and rationale
supporting the agency action, (iv) provide supporting documen-
- tation = for those facts and rationale, and (v) indicate the
- nature of any objectlons to the ‘agency action and provide any
~documentation in which those objections appear. ‘A copy of
‘each such determination and written statement of facts will be
sent to the Comptroller General of the United States within 30
days ‘after the award of the applicable funding agreement. 1In

" . cases of determinations appllcatlon to small business firms,

:ffcoples will ‘also be sent to the Chief Counsel for Advocacy of
~the Small Business Administration. S _

S L (2) To a551st the Comptroller General to
- accomplish his or her. respon51b111t1es under 35 U.S.C. 8202,
" each Federal agency that enters into any funding agreements
“with nonprofit organizations or small business firms during
“the applicable reporting period shall accumulate and, at the
request of the Comptroller General, provide the Comptroller
" ‘General or his or her duly authorized representative ‘the total
‘number of prime funding agreements entered into with small
business firms or nonprofit -organizations that contain the
patent rights. clause of Attachment A during each period of
‘October 1 through September 30, beginning October 1, 1982.

c.” (1) Agencies are advised that Part 7.a. applies to
subcontracts at any tier under prime funding agreements with
contractors that are other than small business firms or non-
‘profit organizations. Accordinglyy. agencies should take

'_approprlate- action to - ensure ‘‘that this requirement 'is

reflected in the patent clauses of such pr1me fundlng agree—
ments awarded after March 1, 1982."

(2) In the event an agency has outstanding prime

. funding agreements that do not contain patent flow-down
~provisions consistent with either this Circular or OMB
Bulletin 81-22 (if it was applicable at the time the funding
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agreement was awarded), the agency shall take appropriate
action to ensure that small business firms or domestic non-
- profit organization subcontractors under such prime funding
‘agreements that received their subcontracts after July 1,

1981, will receive rights in their subject inventions that are
“con51stent with P.L. 96-517 and this Circular. Appropriate
actions might include (i) amendment of prime contracts and/or
subcontracts; (ii) reqguiring the inclusion of the clause of
‘Attachment A as a condition of agency approval of a subcon-
tract; or {iii) the granting of title to the subcontractor to
“identified subject inventions on terms substantially the same
~as contained in the clause of Attachment A in the event the

~ subcontract contains a  "deferred determination™ or

_“acqulsltlon by the Government" type of patent rights clause.

: d. To qualify for the clausé of Attachment A, a
prospectlve contractor may be required by an agency to certify
that it is either a small business firm or a domestic non-
profit organization. If the agency has reason to question the
- status of the prospective contractor as a small business firm
“or domestic nonprofit organization, it may file a protest in
accordance with 13 C.F.R. 121.3-5 if small business firm
status is questioned or require the prospective contractor. to
- furnish evidence to estab11sh its status as a domestxc non-
-proflt ‘organization.

"8, Instructions for Mod flaataon and Tal;arxng of the Claasc
~of Attachment A. o _

© A, Agenc1es should complete the blank in paragraph

. {2) of the clause of Attachment A in ‘accordance with their

own or applicable Government-wide regulations such as the FPR

or DAR." The flow-down provisions of the clause cited by the

?genC{ should, of course, reflect the requirement of Part
c.(1). o _ . :

b. Agencies should complete paragraph 1.
"Communications" at the end of the clause of Attachment A by
designating a central point of contact for communications on
matters relating to the clause. Additional instructions on
communications may also be included in paragraph 1.

c. Agencies may replace the ijtalicized or underlined
-words and phrases with those appropriate to the particular
funding agreement.‘ For example "contract" could be replaced
by "grant", "contractor" by "grantee", and "contractlng
off;cer“ by "grants officer." Depending on its use, "Federal
agencx can be replaced either by the identification of the
agency or by the spec1f1cat10n of the particular office or
official within that agency.
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_ d.: When the agency head or duly author1zed designee
aetermlnes at the time of contractlng with a small business
firm .or nonprofit erganlzatlon that it would beé in the
national interest to acquire the rlght to sublicense forelgn
]governments or international organizations pursuant to any
- existing treaty or agreement, a sentence may be added at the
end of paragraph b. of the clause of Attachment A as follows'

"Thig licénse will 1nclude the right of
_the Govérnment- «to subllcense foreign
. governménts - and international

.organizations pursuant to the follow1ng

;treat1es or international agreements:

. ...__.._..3 Or pursuant to any

; Hﬁuture treaties Or agreements  with

- foreign = governments or iternational
,organ1zat10ns " - ' S

The blank in the above should be completed with the names of
'appllcable ex1st1ng treaties ot 1nternat10nal agreemEnts. The
- @bove language is not interided to apply to treaties or. agree~
ments that are in €ffect on thé date of the award whigh are not -
listed. Thé above larigudage mMay be modified by agencies by
-deletlng ‘the reference to future treatiés or agreements or by
- otherwise more narrowly defining classes of future treaties or
agreements. The language may also be modified to make clear
-that thé rights granted to the fore1gn govérnment or inter-
- hational organization may be for additional rights beyond a
license or sublicense if so requ1red by the appllcable treaty
or internationial agreement.  For eéxample, in some cases
rexglusive licérises or evén the assignment of title in the
forelgn country involved niglit be required:. Agencies may also
modify thé landuage abovée to prov1de for the direct llcen51ng
by the contractor of theé foreéign. government or international
organ1zat10n. _ '

. &,  To6 the extent net requlred by other prov1s1ons of
the funding agreemerit, agencies may add ‘additional subpara-
graplis to paragraph (f) of the patent fights ¢lause of Attach-
- -mént A to6 réduire the contractor to do one Or more OE _the
: follow1ng- _

(1) Provide periodic (but fi6 more. frequently than
annually) listings of all subject inventions requiréd . to be
a1sclosed dur1ng the perxod COVered by the repert- B

‘ (2) Provide a report prlor to the close-out of a
fund1ng agreement 1lst1ng ail Sub]ect 1nventlons Or. statlngr-
that there were noné; :

| (3) Provide notification of all subcontracts for
experimerital, developmental, or research work; and
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- (4) "Provide, upon request, the filing date, serial
" number and t1tle- a copy of the patent application, and patent

”fnumber ‘and ‘issue date for. any subject invention in any country--

in which the contractor has applied for patents.

MﬁPart39.ﬂi“Pﬁbliéetion'or‘Release of Invention Disclosures

Ea} 35 U S c. 5205 pr0v1des aS fo1lowS-

"Federal agencies are authorized to withhold =

from disclosure to the. public 1nformation dis~
closing any invention in which the Federal .
.Government owns or may own a right, title, or
_interest (1nc1uding .a - nonexclusive 1license)

for a reasonable time in order for a patent

Tf.application'to beafiled.,'Furthermore,'Federal -

_-agencies shall not be required to release .

_copies of any document which is part of an -

-application for patent filed with the United
... .Btates Patent and Trademark Office or w1th any '
3,;foreign patent office.” _ i , : -

: :b.. To the. extent authorized by 35 U. S C §205 agenc1es :
rshall not disclose to third parties pursuant to requests under

the Freedom of Information Act (FOIA). any information disclos- -

. ing a subject invention for a reasonable time in order for: a

patent appllcation to be filed. With respect to subject; N
“inventions. of  contractors that are .8mall business .firms or .

| nonprofit organizations, a reasonable time shall be the time

. ;,during which an initial patent application may be filed under'o

paragraph c. of the .clause of Attachment A or .such other

~ clause that may- be used in the funding agreement. - However, an - =

agency may disclose such subject inventions under the FOIA, at

its discretion, after a contractor has elected not to retain

title or after the time in which the contractor is required to

“make an election if the contractor has not made an’ election”Vﬂr;
within that time.  Similarly, an agency may honor an FOIA
. reguest at. its. discretion if it finds that the same. informa-

tion: has prev1ously been ‘published by the 1nventor, contrac--

‘tor, .or otherwise. - If the agency plans to file itself when

- the. contractor  has not elected title, it may, -of course;
i;contlnue to avail itself of ‘the authority of 35 U.S.C. §205._-

- f- c.a' As authorized by 35 U.S. C §205, Federal agenc1es
shall not release copies of any document which is part of an

ﬁapplication for patent filed on a subject invention to which a
small  business firm or nonprofit organization elected to .-
- retain title. : ' T S

‘d.-_: A number ‘of agencies. have polic1es to encourage )
public disseﬂination of the results of work supported- by the




agency through publication in Government or other publications
of technical reports of contractors or others. 1In recognition
of the fact that such publication, if it included descriptions
of a subject invention, could create bars to obtainlng'patent
protect1on, it is the pollcy of the executive branch that
agencies will not include in such publication programs, copies
of disclosures of inventions submitted by small business firms
or nonprofit organizations, pursuant to paragraph. c. of the
clause of Attachment A, except that under the same circum-
stances under which agencies are authorized to release such
_ 1nformat10n pursuant to FOIA requests under Part 9.b. above,
agenC1es may publish such disclosures. '

e. Nothing in this Part is intended to preclude
agencies from including in the publication activities
described in the first sentence of Part 9.d., the publication
of materials describing a subject invention to the extent such
materials were provided as part of a technical report or other
submission of the contractor which  were ' submitted
1ndependently of the requ1rements of the patent rights provi-
sions of the contract. However, if a small business firm or
nonprofit ‘organization notifies the agency that a particular
report or other submission contains a disclosure of a subject
invention . to which it has elected or may elect title, the
. agency will use reasonable efforts to restrict its pub11cat10n
of the material for six months from date of its receipt of the
teport or submission or, if earlier, until the contractor has
- filed an initial patent application. Agencies, of course,
retain the. discretion to delay publlcatlon for addltlonal

. perlods of time,

£. Nothlng in thls Part 9 ‘is intended to limit the
authority’of agencies provided in 35 U;S.C;'§2053in circum-
stances not specifically described in this Part 9.

10. Reporting on Utilization of SUbject'Inventions.

a. Paragraph h. of the clause of Attachment A provides
that agencies have the right to receive periodic reports from
" the contractor on utilization of inventions. In accordance
with such instructions as may be issued by the Department of
Commerce, agencies shall obtain such information from their
contractors. Pending such instructions, agencies should not
impose reportlng requirements. The Department of Commerce and
the ~agencies, in conjunctlon with representatlves of small
business ‘and nonprofit organizations, shall work together to
establlsh :a uniform perlodlc reportlng system.

b. To the extent any such data or 1nformat10n supplled
by the contractor is considered by the contractor, or its
licensee or assignee, to be privileged and confidential and is
so- marked, agencies shall not, to the extent permitted by
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35 U.S.C. 8202 (c) (5), disclose such information to persons
outside the Government. ' '

11. Retention of Rights by Inventor. Agencies which allow an
inventor to retain rights to a subject invention made under a
fundmg agreement with a small business firm or nonprofit
organization contractor, as authorized by 35 U.S.C. §202(d),
will impose upon the inventor at least those conditions that
. would apply to a small business firm contractor under para-

graphs 4.(ii) and (iii); £.(4); h.; i.; and j. of the clause
of Attachment A. _ ' ' o

12. Government Assignment to Contractor of Rights in
Invention of Government Employee. 1In any case when a Federal
employee 1s a co-inventor of any invention made under a
fundmg agreement with a small busmess firm or nonprofit
organization and the Federal agency employing such co-inventor
transfers or reassigns the right it has acquired in the
subject invention from its employee to the contractor as
authorized by 35 U.S.C. 202(e), the assignment will be made
subject to the same conditions as would apply to the contrac~
tor under the clause of Attachment A.

13. Exercise of March-in nghts.

a. The following procedures shall govern the exercise
of the march-in rights of the agencies set forth in 35 U.S. C.
§203 and the clause at Attachment A.

b. Whenever an agency receives information that it
believes might warrant the exercise of march~in rights, before
initiating any march-in proceeding in accordance with the
- procedures of Part 1l3.c.~h. below, it shall notify the con-
tractor in writing of the information and request informal
- written or oral comments from the contractor. In the absence
. of any comments from the contractor within 30 days, the agency
may, at its discretion, proceed with the procedures below. If
a comment is received, whether or not within 30 days, then the
agency shall, within 60 days after it receives the comment,
either initiate the procedures below or notify the contractor,
in writing, that it will not pursue march-in rights based on °
the information about which the contractor was notified.

c. A march-in proceeding shall be initiated by the
. issuance of a written notice by the agency to the contractor
-and its assignee or exclusive licensee, as applicable; stating
that the agency is considering the exercise of march-in
rights. The notice shall state the reasons for the proposed
march~-in in terms sufficient to put the contractor on notice
of the facts upon which the action would be based and shall
specify the field or fields of use in which the agency is con-
sidering requiring licensing. ' The notice shall advise the




7'contractor (ass1gnee or exclu51ve llcensee) of its rlghts, as
- 'set -forth in this Circular and in any supplemental agency
‘regulations. The determination to exercise march-in rights

. . shall be made by the head of the agency or. de51gnee, except as
L prov1ded 1n part 13.73. below. _ s

oo - de  Within 30 days after recezpt of the written notxce
of march-in, the. contractor (assignee or exclusive licensee)

ff:may submit, - in. person, in writing, or through a representa-
' ‘tive, information or argument in opposition to the proposed

‘march-in, 1nclud1ng any additional specific information which

. raises a genulne dispute over the material facts upon which

- the march-in is based. If the information presented raises a
- 'genuine dispute over the material facts, the head of the
‘agency or designee shall undertake or refer the matter to:
another off101a1 for fact- -finding. : :

e. Fact-flndlng shall be conducted in accordance w1th'

‘the procedures established by the agency. Such proCEdures“--'

~ shall be as informal as’ practlcable and be consistent with
-~ principles of fundamental fairness. The procedures should
~afford the contractor the opportunity to appear with counsel,
‘submit documentary evidence, present witnesses and confront
- such persons as the agency may present. A transcribed record
shall be made and shall be available at cost to the contractor

'_[upon request. The requirement for a transcribed record may be

‘waived by mutual agreement of the contractor and the agency.
- ‘Any portion of a fact-finding hearing that involves testimony

~ or evidence relating to the utilization or efforts at obtain-
- ing wutilization that are being made by the contractor, its

. assignee, or licensees shall be closed to the public, includ-

~ 'ing potent1a1 11censees.

S £, The. off101a1 ,conductlng the fact fxndxng shall
. prepare written flndlngs of fact and transmit them to the head
~of the agency or designee promptly after the conclusion of the

fact-finding proceeding. - A copy of the flndlngs of fact shall.-ﬁ

.. be sent to the contractor (a551gnee or exc1u51ve lrcensee) by
'ereglstered or certified ma11. .

: g. - In cases 1n whlch fact-finding has been conducted .
the head of the. agency or designee shall base his or her

- ‘determination on the facts found, together with any other =~

'_:1nformatlon and argument submitted by the contractor (assrgnee

- .or exclusive licensee), and any other information in +the.
- administrative record. - The consistency of the exercise of
~ march-in rights with the policy and objectives of 35 U.S.C.
-8200-206 and this Circular shall also be considered. 1In cases
referred for fact- f1nd1ng, the head of the agency or designee

. may. reject only those facts. ‘that have been found that are =

_'clearly erroneous.  Written notice of the determination
“ whether march-in rlghts will be exerc1sed shall be made by the_




"Tfhead of the agency or de51gnee and sent to the contractort*“

(assignee or exclusive licensee) by certified or registered ==

" 'mail within 90 days after the completion of fact-finding or

~ the ‘proceedings will be deemed’ to- have been terminated: and“jrﬁc«__ :
. thereafter no march-in -based. on ‘the*: facts and reasons upon-'iﬁj:r; -
R whlch the proceedlng was 1n1t1ated may be exerc1sed.i,. T T

_ h.- An agency may,=at any txme,'termlnate a march-xnf[tf,m
- ‘proceeding if ‘it is satlsfled that 1t does not w1sh to exeru;;;a
';;ch1se march-ln rlghts.'r e : ‘ Do : e

i The procedures of thls Part shall also apply to thefff”f.c

:tnexerc1se of ‘march-in rights against inventors receiving tltlei;f-?;:”"”
‘. to subject: inventions .under 35 U.s.C. ‘5202(d) and, for that

f7wpurpose, the ‘term "contractor" as’ used 1n thls Part shall bef‘ﬂ'”"“:'
'_.deemed to 1nclude the 1nventor. ;;-ru :

A J._- Notw1thstandlng ‘the" last sentence of Part 13 c., a. oo
- ‘determination ‘to-exerciseé’ march-in in cases where the subject . .~
invention was made under a contract’ may ‘be made’ 1n1t1a11y by
‘the- contractlng offlcer in accordance with ‘the procedures of

-:-the Contract Disputes Act. In such cases, the procedures of - s

"‘the Contract Disputes Act will apply in lieu of those im Parts =~~~

 13.d.-g. above ‘(except that the last sentence ‘of Part 13. e.fyhtfoi:i
= -shall continue ‘to apply) ‘However’, “when ‘the’ procedures of . . .

. “this -Part. 13.35. "are used, ‘the contractor; - ‘assignee, ~or - w0
“exclusive. 1lcense will not be required to-grant-a license and*'f=* E

_figthe Government will not grant any license until after e1therr;:ffﬁ'_@j_
"“(1). 90 days from the date of the contractor's receipt of the .~ . .-

::contractlng officer's declslon, if ‘no appeal of the decision .

. .“has“been madeé to an agency board. of - ‘contract: appeals, or if mo o
.. action has been brought:: ‘under 'Section: 10 ‘of the Act within o
T that tlme, or (2) the’ board ‘or ‘court, 'as. the case may ‘be, has il
..+ made ‘a final dec151on ‘in-cases' when an appeal or. action’ hasffg;m_;gﬁf
4 been brought w1th1n 90 days of the contractlng offlcer svj;f '

fﬂde0151on.h_:.“_

Bl Tk Agenc1es.aare authorlzed 3lssue SUPplementali;hi“
u;_}procedures, not 1ncon51stent herew1th, for the conduct of;_j«
- march-in. Proceedlngs.alg - _ o R ey

"‘f;if;i4 AEEeals._j;jjyrt'”

e aa ‘The ‘agency OfflClal 1n1t1a11y authorlzed to take anyf_!ﬂ;ﬁft;l'
of -the following .actions shall provide the contractor with-a . - .

_;5Jahwr1tten ‘statement of the basis for his or her action at the . ..
© . 'time -the.action is taken, “including any - relevant facts thaty”a;

fﬂdwere re11ed upon in tak1ng the action:

(1) ‘A refusal to grant an extensxon under paragraphﬂ_i‘;_‘ﬁ,_

'hftc (4) of the clause of Attachment A.a
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(2) 'A regquest for -a conveyance of tltle underf;f:jfﬁ7'

:._paragraph d. of the clause of Attachment A.V,.

RIS (3) A refusal to grant a walver under paragraph i E
-h_of the clause of Attachment A, . - 5 A

(4) A refusal to approcé an 'assrgnment ndér""

-_-paragraph . {1) “of the clause of Attachment A.,f-

(5) A refusal to approve an exten51on of thes{f,#

'exclu51ve license - per1od under paragraph K. (2) of the clause_
_of Attachment A, C . TS oy S :

s b. Each agency shall establlsh and pub11sh P‘°°edurespﬁi”'j
" under. which- -any of the agency- ‘actions 1lsted 1n Part ld.a. .

:-'above may be appealed to the head of. the agency ‘or designee.

_Review at this level shall consider both the factual and legal . = . X
- basis for the action and its con51stency ‘with ‘the pollcy and{jlj_; B
s ;objectlves of 35 U S C. 5200 206 and th1s C1rcular. R

o c.fﬁ APPeals procedures establlshed under Part 14 b ;ifp;;'
.above shall 1nc1ude admlnrstratlve due process procedures” andg;;,;

or fact-finding at least comparable to those set - = =

'forth 1n -part 13. e.=g.. of thlS Circular- whenever.. there is a oo
. dlspute as.- to the factual basis for .an. agency request for.a
% .conveyance .of title .under paragraph d. of the clause of =
" -Attachment A, 1nc1udlng any dispute as. to whether or. not an .
= 1nvent10n is a subject 1nvent10n.:,.- N o o S

d., To the extent that any of the actlons descrlbed J.nf"'"i

) Part 14. a. are. subject to appeal under the. Contracts Drsputei-”

Act, the procedures under that Act will satlsfy the requlre-_ff'
'gments of Parts 14 b. and c..above.. . , e

_f15,. L1cen51ng nf Backg;ound Patent nghts to Th1rd Partles.pf .

. a. A fundlng agreement w1th a. small busxness f1rm or aﬁ-lh
domestic. nonproflt organlzatlon will not contain a prov1szon-=~

_,allow1ng a

deral agency to require  the. llcen31ng to thlrdpff".

. parties of inventions owned by the contractor that are not . -
‘subject inventions unless such provision has been approved by
- the: agency head and a written Justlfrcatlon has been signed by

the agency head. Any such: prov151on will clearly state
;whether the llcen51ng may be required -in-connection with the

practice of a subject. invention, .a. spe01f1cally ident1f1ed-jj.
work object, or both.. The agency head may  not . delegate  the

authorlty to: approve such prOV151ons or to 51gn ‘the. 3ust1f1ca-:

- tion requ1red for such prOV1srons.r._na

: determlnes that the “use “of the 1nvent10n by others is



13

,necessary for the pract1ce of a subject invention or for the

~use of a work object of the funding agreement and. that such
~action is’ necessary to achieve practical application. of the

‘subject invention or work object. Any such determination will
be on the record after an opportun1ty for an agency hearing,
" and the contractor shall be given prompt notxflcat1on of the
-determlnatlon by certified or registered mail. :

-16,, Admlnzstratlon of Patent R_ghts Clause._

a. It s '1mportant ‘that  the Government and the
_contractor know and exercise their rights in. subject inven-

tions in order to ensure the1r exped1t10us availability to the -

public, . to enable . the Governmentmgthe contractor, and the
public to avoid unnecessary payment of royalties, and to
defend themselves against c¢laims and suits for patent

infringement. . To attain these ends, contracts should be so.

: admlnlstered that.

(l) Inventlons.arehldentlfied; dlsclosed, éha"aa"

election 1s made as requlred by the contract clause.

(2) The rlghts of the Government 1n such 1nvent10ns;-

are establlshed-

(3) When appropriate, patent applications are
tlmely filed and prosecuted by contractoers or by the

. ‘Government; -

(4) . The rights in patent :applications,.ﬁare_

documented by formal instrumentsV:such -‘as -licenses or
assignments; L _ : o S

'_1nvent10ns is achleved.

_ ‘b.- With: respect to the . conveyance of license or
a331gnments to whlch the Government may be entitled under the
:clause of Attachment A, agencies should follow the guldance
z'prov1ded in 41 CFR 1-9. 109-5 or. 32 CFR 9-109.5. :

c. In the event a subject invention '1s made underi

funding agreements of more than one agency, at the request of
the contractor or on their own initiative, the agencies shall

- designate one agency as respon51ble for administration of the.f-

rlghts of. the Government in -the lnventlon.

17. Modlflcatlon of Exlst1ng Agency Regulat1ons.

a. Existing agency -patent regulatrons other

'publlshed policies .concerning - 1nventlons made under funding
agreements shall be mod;fred as  necessary to -make - them

(5) Expedltlous commercia; utilirationf-ofk'such.



14

cohsistent with this Circular and 35 U.S.C. 8§200-206. " Agency
regulatlons ‘shall not be more restrlctlve or burdensome than
the provxs1ons of this Circular.

b. .~ After March 1, 1982, thlS Circular and 35 U.S. C.'g
§200 206 ‘shall take precedence over any. conf11ct1ng agency'_

regulatlons or 9011C1es.

-18. Lead Agency Des1gnat1on.' In order to a551st the’ 0ff1ce'

of Federal Procurement Policy to ensure that 35 U.S.C. §200-

206 and this Circular are implemented in a uniform and consis--
tent ‘manner, the following responsibilities are ass1gned to

the Department of Commerce {(hereafter referred to as "The
Department") Other agencies shall fully cooperate and a551st
1n the carrylng ‘out of these respon51b111t1es-'

a. The Department will monitor agency regulatlons and

-p_proéedures for consistency with the Act and this Clrcular, ‘and
© it shall provide recommendat1ons to OFPP and agen01es whenever' o

it finds 1ncon51stenc1es.

: b. ~ The Department w1ll consult with representatlves of
19 agencies and contractors to obtain advice’ on Il

(1) the development of the perzodlc reporting _'

system requ1red under Part 10 of th1s Clrcular, and

(2) changes in thlS Clrcular which may be needed-'['

"based on actual experlence under the Clrcular.

Co The Department will accumulate, maintain, and

publlsh such statistics and analysis on utilization and

activities under this Circular and under Government patent

policies and practices generally, as may be agreed to between

the Department and OFPP.

d. - The Department will make recommendat1ons to OFPP on_

changes that may be needed 1n th1s C1rcu1ar.

'19. Sunset Review Date. This Circular shall have a policy

review no later than_ three years from the _date ‘of its

-1ssuance.w. _ _ _ N
20, Ingu1r1es." All questxons or ‘1nqu1r1es_ should be
submitted to the Office of ‘Management and Budget, Office of.

Federal Procurement ‘Policy, telephone number (202) 395 6810. :

‘ e it A S

Donald E. Sowle _ ‘B&vid A. Stockman —
~Administrator R ~ Director




ATTACHMENT A
CIRCULAR A-124

The follow1ng is the standard patent rlghts claused to be used_
_1n fundlng agreements as provided in Part 7.

PATENTRIGHTS(SmallBuSInessFirmsand
NonprofitOrganizations)(March1982)

a. Definitions

(1) "Invention" means any invention or discovery

‘which is or may be patentable or otherw1se protectable under =

- Title 35 of the United States Code.

(2) "SUb]ECt Invention means any.invention of the.
contractor conceived or first actually reduced to practice in
the performance of work under this contract. : -

o (3) “Practlcal Applicatlon“ means to manufacture in
the case of a composition or product, to practice in the case
of .a process or method, or to operate in the case of a machine
. or systen; and, in each case, under such conditions as to
~establish .that the invention: is being utilized and that . its -
~ benefits are, to the extent permitted by law or Government

regulatlons, avallable to the publlc on reasonable terms. '

. (4) “Made"'when used in relation to any 1nvent10n',
means the conception or flrst actual reduction to practlce of.;Z
_such 1nvent10n. : , _ R

(5) "Small Business Flrm _means a small bu51ness
"concern as defined at Section 2 of Public Law 85-536 (15

U.S5.C. 8632) and implementing regulations of the Adminlstrator'.'

'of the Small Business Administration. For the purpogse of this’

clause, the size standards for small business concerns.

.involved in: Government procurement and subcontracting at. 13-
C.F. R._l2l_3_8 and_lB C.F, R._121“3 12, respect1vely,_w1ll be .
used. - : ) : e ey

(6) “Nonproflt Organizatlon“ means a. unlver51ty or

"other institution of hlgher education or an- organization of

the type described in section 501{c)(3) of the Internal

Revenue Code of 1954 (26 USC 8501(c)) and exempt from taxation ;

under - section 501(a) of the Internal Revenue Code {26 'USC .
- 8501(a)) .or any nonprofit scientific or educational. -organiza-.
tion qualified under - a. state nonproflt organlzation statute.;-




b. .ﬂllocation of Principal Rights

- The contractor may retain the entire right, title,
“and ‘interest throughout the world to each subject invention .
- subject to the provisions of this clause and 35 U.S.C. " 203.
- With respect to any subject invention in which the contractor

retains title, the Federal Government shall have a non-exclu- - -

- sive, non-<transferable, irrevocable, ' paid-up license to

'hfipractice,or have practiced for or on behalf of the United -

States the subject invention throughout the'world.

- c. Invention Dlsclosure, Electlon of Title and Flllng'
. of Patent Appllcatlons Dy Contractor.

(1) The contractor w1ll disclose each subject
invention to the Federal agency within two months after the
inventor discloses 1t 'In writing to contractor ‘personnel
responsible for patent matters. The disclosure to the agency
~shall be in the form of a written report and shall identity
“.the c0ntract under which the invention was made and the
‘inventor(s). It shall be sufficiently complete in technical

detail to convey a clear understanding, to the extent known at

: the time of the disclosure, of the nature, purpose, operation,
and the physical, chemical, biological or electrical ‘charac-
‘teristics of the -inventiOn. The ‘disclosure shall also
identify any publication, on sale or public use of the inven-
tion and whether a manuscript destribing the invention has

' “~been submitted for publication and, if so, whether it has been

accepted for publication at the time of disclosure. In
addition, after disclosure to the agency, the contractor will:
promptly notify the agenc§ of the acceptance of any manuscrlpt '
" describing the invention for publication or of any on sale or

'publlc use. planned by the contractor.

{2) ‘The contractor will elect in wrltzng whether or
not to retain title to any such invention by notifying the
Federal agency within twelve months of disclosure to the con-’
tractor; provided that in any case where publlcatlon, on sale
or puEllc use has initiated the one year statutory period
wherein valid patent protection can still be obtained in the-

United States, the period for election of title may be .

-shortened by the a%enc¥ to a date that is no more than 60 days
-prlor to the end of the statutory perlod.

(3) The contractor will file its 1n1t1a1 patent
‘application on an elected iInvention within two years after
election or, if earlier, prior to the end of any statutory
period wherein valid patent protection can be obtained in the
United States after a publication, on sale, or public use.

"The contractor will file patent applications in additional -

~countries within either ten months of the corresponding
initial patent application or six months from the date
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perm1551on is . granted by the Commissioner of Patents and

Trademarks to file foreign patent applications where such
filing has been prohlblted by a Secrecy Order. '

_ ‘ (4} Requests' for exten51on of the time for
dlsclosure to .the agency, ‘election, and filing may, at the

'dlscretlon of the funding. Federal agency, be. granted.

d. d Condltlons When the Government May Obtaln T1t1e.

(1) The contractor will convey to the - Federal_

agencz upon written request title to any . subject 1nventlon'

(i). If the contractor falls to dlsclose -Qr

elect the subject invention within the times: specified in c.

above, or elects not to retain t1tle.,

e > (11) In “those countrles _dn ° whig
contractor fails to f1le patent appllcatlons wi .
-specified in c. -above; prov1ded, however,‘ thlf
. contractor has filed a patent appllcatzon in .a cou
the times specified in c¢., above, but prior to its rec
" the written request of the Federal  agency, the contra
shall continue to retain t1t1e in that country. o

(iii)  In any  country in - Whlch théfr

- contractor decides not to contlnue the prosecutlon of any

application for, to pay the maintenance fees on, ©Or defend 1nQ-f'f
reexamination  or opp051t10n proceedlng on, a patent on a

subject 1nvent10n.

e, ‘Minimum nghts to Contractor

: (1) The contractor will retaln a nonexclu51ve,fgff,
‘royalty-free license throughout the world in each Subject"f&ﬁ;fﬂ'

invention to which the Government obtains title except if t

contractor fails to disclose the subject invention within the);ﬁt:d

times spec1f1ed in c., . above. The contractor's lxcense‘_”
~extends to its domestic subs1d1ar1es and affiliates, if any,

.~ within the corporate structure of which the contractor is a .
party and includes the right to grant sublicenses of the same -

scope to the extent the contractor was legally ob11g”ted to do

‘so at: the time  the contract was awarded. The . license is

transferable only with the approval of the fundlng Federal .. .

agencg except when transferred to the successor of. that. party

-of the contractor s bu31ness ‘to whlch the- 1nvent1on pertalns.

- (2) The 'contractor s domestlc
'-revoked or modified” by the funding Feder
- extent necessary to achleve expeditious practical applica




4

" of the subject invention pursuant to ‘an appllcat1on for “an
' exc1u51ve .license submitted in accordance with

ppllcablel"

provisions in. the Federal Property Management - Regulatlons.;3

"This licénse will not be revoked in that field of: use or ‘the -
geographical areas  in which the ' contractor -has ' achie
- practical application and continues to make the: bene

‘the _1nvent10n reasonably " accessible to the - pub11'
license in-any foreign country may be revoked or mod
‘the discretion-of the funding Federal agency to the e
gontractor, its licensees, or its domestic. subsid

affiliates have failed to achxeve pract1cal appllca_xon 1n:;-"

that forelgn country.

- (3 Before-_revocation or modification _of-_theer“
~license, #he funding Federal agency will furnish “the’
contractor a written notice of 1its intention to revoke ‘or

modify the:license, and the contractor will be allowed thlrtyV.p,_
days (or such other time as may be authorized by the fundinc__n

Federal agency for good cause shown by the contractor:fa}
- - the notice to show cause why the license should not .be rev
or modified. ' The contractor has the right to appeal,

accordance with- appli Icable regulatlons in the Federal Property“iff"

Management Regulations ‘concerning - the llcen51ng of
' ‘Government-owned . inventions, -any - decision concerning- the
revocation or modlflcatlon of its 11cense.‘ _ S

- f _-Cont:actor,.Actioy
Interest ' ; ——

(1) The contractor agrees to execute: or to*haVeJ

Protect he"Goverﬁﬁeﬁts“Vf'

executed and promptly deliver to the Federal agency. allfqu*“

~instruments necessary to (i) establish or confirm the rights °
- the Government has throughout the world in those subject -
inventions' to which the contractor elects to retain title, and
{ii) convey -title to thé Federal agency when requested under
- paragraph d. above, and ‘to enable "the Government to obtain
. patent protectlon throughout the world in- that ,subject
1nventlon.i" o SR c

(2) The contractor agrees to requlre, by wrltteu R

agreement, ~its employees, other than clerical: and non-

- ‘technical employees, to disclose promptly in. writing to per-

sonnel identified as" responsible for the administration of
patent matters and in a format suggested by the contractor
each’ subject lnvention made under contract in’ o:der that, tHe

~contractor can comply with the ‘disclosure - prov151ons of

-paragraph ‘¢, above, and to execute all papers necessary top
file ' patent - applxcat1ons on. subject inventions and to
establish the Government's rights in the: subject 1nvent10ns.'

“This disclosure format should" require, as ‘a. minimum, “the
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'1nformat10n required by c.(1) above. The contractor shall

instruct such employees through employee agreements or other
suitable educational. programs on the importance of report1ng
inventions in sufficient time to permit the filing of patent

,appllcatxons prior to U.S. or foreign statutory bars.

. . (3) The. contractor will notify the Federal agencx _
of any decision not to continue the prosecut1on of a patent :

app11cat10n, pay maintenance fees, or defend in a reexamina- -

. tion or opposition proceedlng on a patent, in any country, not

less than thirty days before the expiration of the resPonse-

- period requ1red by the relevant patent office.

"(4) The contractor agrees to include, within the

. spec1f1catzon of any United States patent application and any
. - patent 1issuing thereon covering a subject invention, the
following statement, "This invention was made with Government
support under (identify the contract) awarded by {(identify the

Federal agency). The Government has certain rights in this-'
invention." SR , . . Al

'g.  Subcontracts

(1)  The contractor will include this ﬂclause{r

SU1tably modified to identify the parties, in all subcona~ff"

tracts, regardless of tier, for exper1mental developmental or

research work to be performed by a small business firm or . .
domestic nonprofit organization. “The subcontractor will -
retain all rights provided for the contractor in this clause, . -
‘and the contractor will not,as part of the consideration for

awarding the subcontract, obtaln rlghts in ‘the subcontractor 'S
subject inventions. '

_ (2) The contractor will'-include in .all other
subcontracts, regardless of tier, for experimental, develop-

~mental or research work the patent rights clause required by

(cite section of agency 1mplement1ng regulatlons, FPR, o©or
DAR) ' : _ e

Ty
R

(3) In the case of subcontracts, at any tler, when .~

the prime award with the Federal agency was a contract (but
not a grant or cooperative agreement), the agency, subcontrac-.

. tor, and the contractor agree that the mutual obligatioﬂs of

the parties created by this clause ' constitute a contract

‘between the subcontractor and the Federal agency with respect
,to ‘those matters covered by thls clause. _ o .

h, * Reporting on Utilization of Subject Inventions

‘The contractor agrees to submit on request periodic

'reports no more frequently than annually on the utllizatzon of
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' a subject 1nvent1on or on ‘efforts at obtalnlng such util1za-'

. tion ‘that are being made by the contractor or its licensees or

. 'assignees. Such reports shall TInclude information regarding
© . the status of development._date of first commercial sale or
"o use, gross royalties received by the contractor, and such
. other data. and information .as the agency may reasonably
»fff{spec1fy.- The contractor also agrees éo ‘provide additional
- reports as may be requested by the a%encx in connection with

"any march-in proceedlng undertaken by the agency in accordance

"flaentiaI and is so. marked, the a ency

such 1nformat10n to persons outs1de the Government.f_

Preference-for Unlted States Industry

LT _ Notw1thstandlng any other provzs1on of this clause,-njj'
.Lr_the contractor agrees that neither it nor any assignee will
-grant to any person the exclusive right to use or sell any °

_subject invention in the United States unless such person

"_agrees that any products embodying the subject invention or
.- .produced through the use of the subject 1nvention will be
- ‘manufactured substantlally in the United States. ‘However, . in

individual cases, the requirement for such an agreement may.be

‘waived by the Federal agency upon a showing by the contractor;,”,_

or its assignee that Teasonable but "unsuccessful efforts have

- _been made to grant  licenses on similar terms to potentlal'-
_11censees that would be likely to manufacture substantially in '
the United States or that under the circumstances domestlc_:*-

"'manufacture 1s not commerc1a11y fea51b1e.

e March-ln nghts

‘TThe contractor agrees that with respect to any e
subject 1nvent1on in which it has acgquired title, the Federal

‘agency has the right in accordance with the procedures in OMB
Circular A- {and agency regulatlons at } to require the

- econtractor, "an a551gnee or exclusive licensee of a. subject.
invention to grant a non-exclusive, partially exclus:ve, or ...
exc1u51ve license in any field of use to a responsible. appll—,
- cant or appllcants, upon terms that are reasonable under the .
c1rcumstances, and if the contractor assignee, or excluszve.f;ﬁ.

licensee refuses such a request, the. Fedeéral agencz.has,the'-?;{
right to grant such a license 1tse1f if the Fe{eral agency SR

_determ1nes that.

L o (l) Such ~action is necessary because ther.rﬂﬁ
'contractor or a551gnee has not taken, or 1s not expected to o

vith paragraph j. of this clause. To the extent data or . |
nformation supplzed under this section is consgidered by . the -
.contractor, its licensee or assignee to be privileged and con- i
agrees that, to the
), it will not. disclose o
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take within a reasonable time, effective steps to achieve
pract1ca1 appllcatlon of the subject 1nventlon 1n such f1eld
of ‘use.

_ {2) Such action is necessary to alleviate health or
safety needs whlch are not reasonably satlsfled by the
contractor, assignee, or their 11censees,

S (3) Such actlon is necessary to meet requlrements
for public use specified by Federal regulations and such
requlrements are not reasonably satlsfled by the contractor,
assignee, or licensees; or _

(4) Such action is necessary because the agreement,'
requ1red by paragraph i of this clause has not been obtained
or waived or because a licensee of the exclusive right to useé
or sell any subject invention in the United States is in
breach ©of such agreement.

k. Special Provxs1ons for Contracts with Non- proflt
Organizations

If the contractor is a non-profit organlzatlon, it
agrees that: :

{1) Rights to a subject invention in the United

States may not be assigned without the approval of the Federal
agency, except where such assignment is made to an organiza-
tion which has as one of its primary functions the management
of inventions and which is not, itself, engaged in or does not
hold a substantial interest in other organizations engaged in
- the manufacture or sale of products or the use of processes
that might utilize the invention or be in competition with
. embodiments of the invention provided that such assignee will
be subject to the same provisions as the contractor);

(2) The contractor may not grant exclusive
‘licenses under United States patents or patent applications in
subject inventions to persons other than small business firms
for a period in excess of the earlier of:

(i) five years from first commercial sale or use of
the invention; or

(ii) eight years from the date of the exclusive
license excepting that time before regulatory agencies neces-
sary to obtain premarket clearance, unless on a case-by-case
basis, the Federal agency approves a longer exclusive license.
If exclusive field of use licenses are granted, commercial
sale or use in one field of use will not be deemed commercial
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sale or use as to other fields of use, and a first commercial

sale or. use with respect to a product of the invention will

not be deemed to end the exclusive period to d1fferent ‘subse-

quent products covered by the 1nvent10n.

(3) The. contractor w111 share royalt1es collected on a
subject invention with the 1nventor- and ' i

(4) The balance of any royaltles or 1ncome earned by thé

- contractor with respect to subject 1nvent10ns, after payment
of expenses (1nc1ud1ng payments to inventors) incidental to
the administration of subject inventions, will be utilized for
the support of scientific research or education.

1, COmmunlcatlons. ‘(Complete According to Instructlons at
Part 8. b._of this C1rcu1ar) : o

END OF CLAUSE

- Arr—rn




