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‘DEPARTMENT OF COMMERCE -
-Office of the Assistant Secretary for
roductivity, Techriology and . -
nnovation - T - T
37 CFR Part401 J
- [Docket No. 41278-7008]. -

S

" 'Rights to. Ihventions Made by -~ .-
“Nonprofit Organizations and Small = -
- Business Firms ST e
GENCY: Assistant Secretarydor. -0
Productivity, Technology and
Innovation.. .. . . S

cTioR:Finalrule, .

“suMMARY: Bublic Law 98-620 amended .

" - “by nonprofit organizations and small - . -
business firms. It also reassigned- "~ -
" responsibility for-the promulgation of.

- ‘regulations implementing 35 U.S.C. 202 -
k%, .+ through 204 and the establishmeint of - -
¥ .- standard funding agreement provisions. -
from the Office of Mangement and - .. .=
i Budget (OMB) to the Secretary of -
¢ ... Commerce. This rule makes final the . .. . -
i 7+ interim fina! rule published in the . * -
1% ¥ederal Register on July 14, 1986, and
‘..  incorporates minor changes as a result.
.+ of comments received on the interim
Ez final rule, o
b EFFECTIVE DATE April 17,1987, . - -~

" FOR FURTHER INFORMATION COMA(:T: :
.+ -Mr. Norman Latker, Director, Federal -
" +-Technology Management Policy .-
" - Division, Office of Productivity, .
“ . Technology and Innovation, U.8. .- -~
-+ Department of Commerce, Room 4837, -
.+ Washingten, DC 20230; Plione: 202-377~

' SUPPLEMENTARY INFORMATION:
Background : R
" Public Law 98-620 amended Chapter.-

. 18 of Title 35, United States Code, and, "=

assigned regulatory-authorityto the-. .-
. Secretary of Commerce. The Secretary
has delegated his authority under 35

~ U.8.C. 206 to the Assistant Secretary for
: - § 401.3(c) be revised to be congistent .’

Productivity, Technology and :
Innovation. Section 206 of Title 35 11.5.C,

~ requires that the regulations andthe -
standard funding agreement be subject

-~ to public comment before their igsuance.

Accordingly, on April 4, 1985, the ~ -
Assistant Secretary published a notice
of proposed rulemaking in.the Federal -
Register {50 FR 13524) for public - '

- comment. As rioted at that time, the -

. regulation closely follows OMB Circular
A-124 which the regulation repldced.’

. Differences between the proposed rule- .-

_ ' and the Cireular-were-highlightedin - -
. --.. Supplementary Information ~_°

scompanying the notice uf proposed . -

-section 206 of Title 35 U.S.C,, the -
_:-.‘Department published in-the Federal
- Register- (51 FR.25508) on July 14, 1988,
T ‘comments by September 12, 1988,

~ “made ‘available for public inspectionin-
- --the Department's Central Reference *

.’ -obtained from Mrs. Hedy Walters at

: - Freatment of Substantative Comments. -~ fimitation. -
" Chapter 18 of Title 35, United States. ... on Interim Final Rule. -+ .. DOE also states that in § 401.15, first
" Code, dealing with 'patent.'l‘.ightst in. 7.7 . A number of comments from eight (8). . ' sentence, third word from the last word,
- inventions made with Federal funding . gigferent sources were received onthe - “of” should be "or”. We agree and have -

. ‘incorporated in-the final rule as follows: . §.401.15(b).

" :portion of the interim final rile relating - follows:

..~ where the invention report is classified.

" . .consistent with the actual language of - -

*gome limited situations” should not =~ _ Rt _ imtiona. f ¥
~* have been incladed in the discussion . . ‘nese-terms: Further, all.etermxpatlons.; e
- portion of the July 14, 1986 notice. made under section 401{a)(4) by DOE - - . -
: : are subject to review by the Department. = ...

-+ reference in the discussi ion of the' . . .
: discussion partion of the . -determination will be examined:to - -

" “'nuclear should not have been included"_' '

-+ . government agencies. We have (_:Iari_fiﬁd

this by adding the following additiorial = -~ -
language to the end'o’f‘ﬁ ’401;.:@3[:0] [2} e
This prohibition-does not-extend to .. _
disclogure to other government agencies or. -

;rﬁl_'ema‘king.' .

“Additionally; to comply fully-wit

-obligation to-maintain such informationin” -
confidence. . .~ Ce Do

final interim rule and-requested- * -

Goples of all comments recelved viere .18 1innécessary in view-of §'401.13(c)1}.-
-~ -However, DOE suggests that if-it is -

Iheso records for inspection may be . i "already refers back to andincerporates- .-
e § 401.13(c}(3) already refers backto . -
and fricorporates the § 401.13(b)(1) -~

:(202) 377-3271. .

interim final rule in response to the Jaly . . made this change. S
14,1986 notice. = - . ... TFinally, DOE suggests that § 401.15(b). .
‘The Department of Energy (DOE). . - "should have the following five words =~
-submitted five comments on the interim - ‘gdded at the end: “Unless ithasbeen- =
‘final rule. All of the comments were | ' Jigensed.” We agree and have included ~
‘found to have merit and have been . these five words at the end of '

DOE's first comment relates toa" . “ " aApoher person submitted six 7
suggested clarification in the discussion " oo o0 Wbk have been treatedas -

710 § 401.3{a) (2). DOE's concern is that "~ . AR _ :
“the discussion suggests that the right of =~ L€ fxrstbcom(?&egttsuggti%sltsé(th]a A g
the government to declare exceptional - ‘st_ateme?I}‘t € aqdec to _ f.E c)as S g
- - circumstance for national security . foliows: “the Department of Energy-may - . .-
-reasons is limited to “some limited . only exercise the exception at § 401.3(a) -
y . -{4) withregard to inventions at the :

situations” and that application of this | h : )
. s A T a0 facility that are made directly and o
section is therefore limited to situations  primarily with funds provided by either.

i igi - -the-Department’s naval.nuclear L
DOE correctly points out that this is not - propulsion or nuclear weapons related. -

‘ . ’ : . - programs.” This comment was not ;
the regulation, We agree that the words atoepted since the statute does not use

E' } :
DOE's second comment states that the of Commerce under § 401.14{f) and each

" interim final rule, in § 401.14(b)ta
--muclear weapons programs is
- inaccurate: We:agree that the word

.. ensure compliance with the law. .
The second comment points out that . ..+
in order to make a deterinination under . -
§°401.3(a) (4}, an agency must find one of
the conditions set out in § 401.3{a} (1), = * =

in the discussion of § 401.14(b). = ..
DOE's third comment suggests that- -

with § 401.14(b), which permits DOE {0 .. interpretationas § 401.3(a) (4} is _ |
draft a substitute clause. We agree and - independent of § 401.3(a} (2}, (2) and (3).
have included the words, “or substitute- A thitd comment suggesté that’ -~ . _
thereto' after the reference to ¢+ consideration should be given-toadding - ©.-
§ 401.14(b) in § 401.3(c). "7 language to § 401.5(g) requiringthe | - -
Another DOE comment suggests that ~ .contractor to return a significantora .. .
§ 401.13(c) (2) goes beyond the similar ": - major portion of income to the facilityat - -
provision of OMB Circular A-124 by~ " ‘which the invention was made. This "..." -
appearing to preclode confidential - -~ issue was disposed of in the earlier™ -
disclosure of patent applicationsor - .- interim final rule notice of July 14, 1988, -
information which ia part of & patent on page 25509 under the discussionof " .~ " .
application obtained under the clause to - - § 401.5(f). The matter of royalty disposal "

contractors-of governinent agencies under.an - R
“ . DOE also suggests that § 401.13(¢J(3) - *! . 54

ds Inspecti il "+ retained, § 401.13(c)(3) should be limited -~ ] "
" Roomcoabih th Hover Slkng, - o the same teperod as § 40133010 ]
ion : ' vailability of - We-agree but have made no change "0 . -
o ot fhe avellabiyel ™ ‘because the language of § 401.13 {c) (3)

- for that set.out.in § 401.14{b){2), we will -

" incliding DOE’s t0 ensure compliance - & subject invention funded by the-naval regulations relating to foreign filing

" all substitute clauses contained in

e - -agency regulations, . .- -0 presumption of rights to-the contractor; - sly i i
! The &na]‘.cgmment of ﬂ'll‘S.’SECGIId _ p “7' and I"equires the peﬁﬁoning process th&t ;z‘;llfs?‘;h?e ctr]z.]uly 14, 1988, we 'ﬁi‘:e o
“-berson is that we modify the statement W2 in effect before the enactmentof ~ - “O0°I0PrINg this matter. Therefors, we
~in § 401.15(a) that “within 90 days after Pub. L. 86-517. The concern is thatif = - - .zzg :;19 reason at'this time'to seta
e ( ine.

;.' receiving .. .” to read: Within 80 days .- . these programs are exempted, then there .
~after receiving a request and supporting: |

- {2) or (3). We disagree with this . S

= have read as folows: “this thange hag
.- been made because small business -

- . ‘preference is not intended to inhibit

i i industrial support-of university -

“Tesearch.” e

. Yesearch at a government-owned, . . " universities i

: : Aent . 0 ouniversities is an educational award
. Contractor-operated facility (GOCOY: . - within. lcational award
" "The firg t_cﬂmment-.re]ate% go =th20;1i‘-s- g within 35 U.S.C. 212 and, if so, what -

- other agencies orcontractors-of -~ 7.7 7" is onethat is best left to negotiations™ -
" ‘betweéen the interested parties, - ~ -

- .-Tequirement in § 401.5(g) that specifies

The fourth comment relates té'.'th' ;0 thatin g FT
] lang e tes to the: ;. thatincome be used for purposes. - - o TP T
i 11181_138;31111 § 401.5(g) regardingthe. . “consistent with research ;11: . :]‘Vet liio not believe any contractor has the-
- Physical location of gontractor uthority {o use funding for the

L empgoyggs responsible for licensiﬁ‘g::

facility inventions, The cemmient -
- -suggests that 401.5{g) expressly state
- that contractors be obligated to

5.C. 212. ’

i thefacility.” The commenter suggests it.
A comment was submitted that

-~ would be preferable that a university ba
< able to direct the net royalty income to - .-

' . O ) ~ the most promisi 3,
maintain per . h; L s e bromising research needs, . N i - . .
licensing‘gt tggr}giilgfyspﬁgﬁ?e for - which may not necessarily be consistent - :1? Bﬁtrﬁot;cfe of § 401.13{b). The concern is
another person reque ted 1 tth}il!', © | with the objective of the GOCO facility, atthe discussionmaybe =~ .
quested that.the . We cannot accept this suggestion since -~ .nterpreted to imply that agencies . .-

|-~ subsection not be } strictly fo - g Pub. L. |
not be interpreted strictly fo '+ the language in the regulation is based . 31 ay;}otrapply the provisions of Pub. L. -
.. . 98820 refroactively. This point is-well . -

reguire t ically”

SR ety oy ST P b

202(c}(7)(C) of Pub. L. 98-620 indicates . » The second comment goes on to-state -~ (2Ken. It was our intent in the July 14,

that licensing be done at the facility, “to" that § 401.5(g) further specifies that ifa 1980 discussion of § 401.13(b) to note -

the extent it provides the most ffey't.- ' licensing program is successful, ther;. - - Only that the Department of Commerce -
EVECUVE. - ahove a certain point, 75 percentis tobe- 188 0 authority under the law to

technoiogy tran: o We. balieve thiq: . .

languageggreclucsii: arbit:avi%;) g(]; e:ﬁ.l-th-ls_-'?: paid to the U.S, Treasury. The =~ ' .-~ Tequire agenciés to waive the caponthe

that licensing personne! be l'df':é'tgd-- tng .- suggestion is that this reduces the - - term of an exclusive license in a patent .

the facility. : S o mcentive to be successful,and = - -clause that predates enactment of Pub,
A fifth comment recommended . - .. 'ecommends the deletion of this -~ - : L.98-820. There is no question that the . -

requiring DOE funding agreements to. . . Lcdvirement. Again, we cannot accept -~ agencies themselves have authority - -

conform to the language preseribe d"byf".' this suggestion since the regulatory - - under the law to waive su ¢h cap an d the -

§ 401.14(b}(2) when the exceptionat = language herein is based on the = - - - ‘regulations in fact urge them to% o

§.401.3(a){4) is used. This wasnot - ~ Satte—Pub. L. 98-620. '~ absent a substantive rezson t  d y o

- -accepted. Although we have, in fact, A-third comment references the -~ - otheiwise, e
permitted DOE to use a substitute clause’. SPe¢ial clause entitled, “patent rights to - Another person requested that the

nonprofit BOE facility. operations,” The ' Department of Commerce set 2 time for

-he reviewing all agency regulations Comment states that this clause removes . issuance of draft supplementary

- with the law and regulations, incliding ;:»1;;:;1 ;s)rngﬁlggr; or wtﬁapons mlla‘ted -7 deadlines at § 401.14 (©)(3). As we
"%, prog E from the normal . ' '

+- may be additional proposals to delete . -

-information or socnerif a statitory bar -

to patenting is imminent, the agency -~ ©f Pub. L. 96~517. The comment then -+ - TOtice, mmiform poli P
ol shall either make a determinagon.o};.: - -concludes by re'commending'tha?ﬁﬁg - §401{a) to the'lge ﬁ%%::;ﬁ?;g;gs' I
' inform the contractor of whya - --. " SPecial clause not be implemented. We: - - Similar lo that included in OMB Girculay -
. .determination has not yet been made - ..*:Cannot accept this recommendation. . A-124. This has been done to-ensure. . ..
- and when"qne can reasonably be . .. since the statute, Pub. L, 98-620, gives . Clarity and ¢ Ontinuity behﬂeéh'ofﬁlﬁ R
. expected.” This comment wasnot- - . DOE the discretionary authority to-use + .- Circular A~124 and these final .
-accepted. At this time, this is'a’ matter. ~ this for its naval nuclear propulsion or. - . - regulations with regé.rd tb‘po]icy

V.best_.ite.ft to the parties to determine on & .- Weapons related programs, S .
- case-by-case basis, _ . Another comment received relateg to - Rulemiaking Reguirernents

A.number of comments were also  -§401 14(c){(1), which calls for di ‘ Sl
. ; : ’ ‘ . , clo et di : . s
rceived egarding  ypogaphiatemor 5y conebto 10 a1, 81010 11 heproposd ntceand
" 25510 of the July 14, 105 oy .page - -government agency of each “subject . . poi o o U fined i onls
-."Register notic yTh' ) ﬁFfderfl o Invention , . ." within two months of "Order 1_2]29_.1‘,11_ea.3, eined in Executive -
~.inadvertentt tla.ft' . w?'ﬂ ot was 'the: tme 1t is disclosed by the inventor in. - burd ‘Inll amj‘;t adds no paperwork
" sente f‘% elt out of the last . -writing. The commenter complains that:~ - Cons. _tﬂ""t"_‘t reduces certain
nee of the first paragraph . - .. two montha is “too harsh.” We donot i~ . Paperwork requirements of the

. discussing § 401.7. The sentence should . - accept this comment for two reasons. (1} : . regulations it replaces. And, as -

The statute, Pub. L. 98-620, uses the . . - Gi9Cussed in connection with the

:words *reasonable time" and we'think

- §40314(c)(4) allows extensions of time -~ Of Commerce has certified to the Small
"+ " 'at the discretion of the agenqy.. - Ui his rule
One person asked for greater

Two commeénts were received that

handling of inventions if they are under .- of individual scientists at different -~ . entities, -
' List of Subjectsin 37 CFRCh. 1v. -
“Inventions; Patents, Noni:rofit’- .

rights such awardees should have. We -
. ‘have not'acted on this.comment singe -

Federal Reglster/ VOI-SZ'NQ_ 52 I'WEdﬂBS day.‘ Mall'[!h 18, 1987 / Rules‘ end :'Regulations . 8553

development missien and objectiyes of - "giucﬂtional awards covered by 35 o

relates to the discussion in the July a4, - i

" previously indicated in the interim fina] =~

: . Finally, pursuant to requests by two.- -
-~ other programs from the full operations - Persons, we have included in this final . .

: “proposed rule and the interim final ru!.é.*.f-: :-- :

two months is reagonable; and (2) .- .. the General. Counsel of the Department -

: ~Bl.1ﬁ_inese;l Administration that thisruie. . . .~

ool comments were | o a ater o+ will not have a substantial economic- - . .-
exceptions to be made for . guidance on'whether coniractor funding ' 1Mpact o a substantial nymber of smalt -

organizations, Small Business firms, -
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