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The fourth co' , c ' ',.11l87 I Rules and R ul . "''"''z •
language in § 4:

m5(en)
t relate. to the that income" be used 'or' , ,,' -.'. ,eg ations ,~ "

physical locati 'fg regarding the ,. p -:On0 Contra t "consistent Wl·th urposes . we drr b ./ "employe cor d I research and v not elie "'~'
e. respon.ible f I' ' eve opment mis.io d . Athdrity to u.evfue,adnr co,nlractor ha,., ,the,

facility inventions Th or lcensing of the facility" Th n an obJectives of educ ti , n lq.g ror the, '
.uggest. that 4015,e comment' ' , ' Id' e commenter.ugg Is U sUcCslOnal award. covered by 35 '
thatcontractorsbe(g)beli."l're.sly.tate wou be preferable tha' a ' e.. it ... 212.
ma,'ntain Personna 0 gated, to, able to direct the net roy' ItU~JVerslty be '~ A corm ' "

I the m t a YlUCome to • I' mment was submitted that '.,'
, llcensinc at the fac,·jrl.es.PHonosible for, os promising resea ch re ate t th d

--0 ty ,which may not nee . r needs, S a e iscussion in th J I
another person requested J:'ever, 'with the objective oefssthael'lGlYObce con.i.s!ent 1986 notice of § 401,13(b) Th e u y 14, ."
.ob.ection not b ' at the, W 0 facil ... th,at the discu••ion may h'e' e concern IS
require that .uche Interpreted .trictly to e Cannot accept thi I'J' m'

Gap b the Ian . s suggestion since lSInterpreted to imply that age '
located at the facil't erS

oon. e phY.ically on th..ft':tguetel~tPohebreLgulationis based may not appl th ncres
202(c)(7)(C) of Pub 'LY' ,echQn., 'Th . ,911-620 9IHJ20 y, e Provi.ion. ofPob 1.
h 98-620 d e seco d . retroactIvely Th' '. •

t at licensing be d" th in !Cate.;' that § 401.5(g) fu'ili ent gO?~ on to state taken It Was .' I. pomtl. wen
the extent it providoeneili

t
e facility, "to' licen.ing progra~ i er .pecifIes that if a 1986disCUS.io~u~;§t:~i ~(hth)etJulY 14,

technology transfe:£-'. S .. e:J0st effective, above a certain ,s successful, then only that the De tIn· 0 note
language precl d"'b' e believe this paid to the U S TPom~ 75percent i. to be has no authOrityP:d entht of Commerce
that licensing p~r:s ar f!harily r.equiring . . reasury The require agencies to er. e law to
the facility. anne e located at . ~ugge~tion is that this reduces the term of an exclu.,'v wI?lveth~ cap on the

A fifth comm t IncentIve to be SUccessful dIeicenss
reqUiring DOE fuennd~ecommended recom.mends the deletion 0'fanth. cause that predat In a patent

1M re I. L. 98-620 Th . es enactment of Pub.conform to the I ."0 agreements to qUlrement Ag . . ere IS no q tl
§ 401.14(b)(2] w~n!ftlage pre.cribed hy Ithi• suggestfun sf~~7~Cr~ngnnl~tccept agencies themsel hue. 'on that the
§ 401,3(a](4] i. us:~ t~hexceptionat angoage herein ta ba.ed on th ory under the law to ~e~ ave authority
accepted Alth . is was not statote-Pub, L. 98-620 e regulation. in fact ::::~uCh cap and the
permitted DOEo~ghwe have, in fact, A ~hird comment ref~rences th absent a substa ti em to do so
for that set out ino~:~la SU(bbstitute clause SpeCIal clause entitled .. .e otherwise. n ve reason to do
be reVieWing all a' .14 ](2),we Will nonprofit DOE fa ilit ' patel.'t right. to' An th
includin,gDOE' t gencYregulation. comment slates that a;?Peration.... The Depa;tm:~fe?~nrequested that the
with the law an~ ~ ensm:e compliance - a subject invention fun~e~lbuse removes issuance of-d~aftsmmelrceset a time,'for
all substitute cl egulatIons, including nuclear propulsion or y the naval reg 1 r upp ementary
agency .regulati:~:~s contained in programs of DOE fromwhapons related deaill~~~:~:e§l::hng14t(0]foreignfiling

The fmal comme t f tho presumption ofri ht t e normal previou.I"d'· c (3).A. we
person is that we n ~ ]5 second and requires the :et'~·to ~he contractor. rule.notic~ ~nn rlulcayteld4in19th86e interim final
in § 401.15[a) that~odthl~ the statement was in effect be'ore 'th

lonmg
process that weWI 90 d Pub II e enact t f considering thi ' , are

receiving. , ," to read. ~'.'th' ays after th' L, 9&-517, The concern is~h.:'t rr s.eeno reason a~ mth~tttime:.Therefore, We
after receiVinga r . I In 90 days ese programs Bre exe t d deadline. IS e to set a
information or Booiue~t and SuPPorting may be additional mp e ,then there
to patenting is. immi~~~t aJ;tatotury bar other programs fro pr~li°fufi to delete Finaliy, pursuant to reque.ts by t
.hall either mak ' ,e a?ency of Pob, 1. 9&-517 Th e operation. per~ons,we have included in thi Iiwal°
inform the e a determInatIOn or conclUdes by rec'om e co;ment then notice, uniform pol' "d s m
determinat:;:lU~actor of why a .pecial clause 1I0tb m,en t g that this § 401.1(a] to th ;'CY gw ance in '
and When on~ as not yet been made cannot accept tb.. e Imp emented. We similar to that :~u:ral~gulation~
expected." Thi~~n rea.onably be .ince the .tatute '~~c1mmendati?n A-124, Thi. has b eJ lU OMB Circular
accepted. At this ~rnmen~ ",:,as not DOE the discreti~na . . 98-6~O, grves cl,aIlty and contin:f~ b~: to enO.lII'e
best left to the purt~ne, this 'S a matter this for it. naval n ?' euthOrIty to u.e Circular A-l24 and th fieen

l
MB

. case-by-case ba . les to determine on a weapons related uc ear propulsion or regulations WI'" regardeste na
l,A b SIS. A programs til 0 po

num er of comm ts nother comme t • . ley.
received regard' en were al.o § 401,14(c)(1), whi;h ~~rt,~ed r?lates to Rulemaking Requirements
in the "Backgro~~~ lJfp~graphicaI error by a contractor to th s ,or ~lSclo.lII'e
25510 of the July 14 1·ge8coliFondon Pllge governme t e contractmg As stated in the propo d
Register notice Th' e eral invention n. ,ag..7--~~Ythi~f each "subject the interim final rule tbi se notice 8?d
. . e word" " Y\'j n t not am' ,5 regulation IS
Inadvertently left out of th nlot was the time it is discI d b

W O
months of Order 12a2Jo91r,""alneda"·t addefdined in Executive

sentence of thefeast writing The Ose y the inventor in
diSCUSSIng § 401 ~st garagraph two mo~ths i~~~o~eh::hc~mwPlains that pburdens. In fact, it redli~e~oc~:~~~vork
have I'ead as fOlio'w

T
. ~.lli~ntence should accept this comment £ • e do not aperwork requirements of th ~

been made becau.e~m Ilsbch~nge has The statute Pob L 9~ two rea.on•. (1) regulations it replace., And e
preference is n t' a usmess WordS "rea~onable U .~O. uses the diScussed in connection with.8

th
S

illdustrial 0 IUtended to inhibit two month ' me and we think proposed rule and the lQ'ten' .e
research."support of university § 401 g IS reasonable', and (2] th G m final ruI

14( )(4] Il e eneral Coun.el ofth D e,
Two comment. ' at the' di c ,a ow. extension. of time of Corom h e epariment

relate to the ',":ere received 'that One p serehon~f the agency. BUsiness~:u:~ ~er~fied to the small
handling Ofi~:~:~~~n~/~hbe made for guidanc:~~~~:thd for greater will not have a S:bs~~~ ~at this r~e
research at a govern SI ,~ are under of indiVidual sCI'enti~.rtc.oantlrd~ffctor funding ilnpact On a sub. . Ia economIC
Contractor ment-owned, 'e t . tantial number of II-operated faciI't [GO' univer.itie. i. an d ,ren entitie.. Sma

The fir.t comment I' Y CO): ' Within 35 USC e ucatlOnal award
reqUirement in § 401.~ j~S to the. right••uch ~';'a~~12 anhd, if .0, what

. g ~t specifies' '-havenot acted on~~ s ould have. We
IS conune~tsince

this by adding the following additional
"language to the endof§401.13(c) (2):

This prohibition does not extend to
:- disclosure .to other government agencies or
contractors of government agencies, under an
obligation to matntainsuch Information in
confidence.

DOE alsosuggests that § 401.13(c){3)
I.' unnecessary in view of § 401.13(c)(1),
However, DOE suggests that if it is
retained, § 401.13(c)(3] should be limited
tathe same time period a. § 401.13(c)(1}. '
We agree but have made no change
because the language of § 401,13 (c) (3)
already refers back to and incorporates
the § 401.13(c}(3) already refer. back to
and incorporate. the § 401.13(b)(1]
limitatlon, ,

DOE also states that in § 401,15, first
. sentence, third word from the last word;
.-er: should be "or". We agree and have"
made this change,

Finally, DOE suggests that § 401.15(b]
should have the following five word.
added et the end: "Unle•• it has heen
licensed." We agree and have included
these five word. at the end of
§ 401.15(b).

Another person submitted six
comments which have been treated as .
follows:

The ftrst comment suggests that a
statement be added to § 401.3(c)as
follow.: "the Department of Energy may
only exerci.e the exception at § 401.3{a]
(4) with regard to invention. at the
facmtythat are made directly and
primarily with fund. proVided by either
the Department's naval nuclear
propulsion or nuclear weapons related
programs." This comment was not
accepted since the statute does not use
these terms. Further, all determinations
made under section 401(a](4)by DOE
are subject to review by the Department
ofCommerce under § 401.14(f) and each
determination will be examined to ,
ensure compliance with the law.

The second' comment points out that
in order to make a determination under
§ 401.3(a) (4); an agency mu.t find one of
the condition••et out in § 401.3[a) (1),
(2)or-(3): We di.agree with this
inteqn,etationas § 401,3(a) (4] is
;Jldependent of § 401.3(a) (1), (2) and (3),

A third conllnent.uggest.that
consideration should be given to adding
language to § 401.5(g) requiring the'
contractorto'return a significant or a
IIIajor portion of income to the facility,at
which the invention was made. This
iSsue was disp.osed of in the earlier
tnteritnfinal rule notice of july 14, 1986,
on pllgeZ5509 under the di.cussion of
Ii 401,5(1i)j The maller of royalty disposal
is;one::tIiatis best left to negotiation,s
betw'een the interested parties.

. "" ': El:Geqfflpan~' the notice of proposed,
',' ""remaking" , " " .

Additiqnally, to comply fully'with
section 206 of Title 35 U,S,C., the,
Department published in the Federal
Register (51 FR 25508) on July '14, 1980, a
final interim rule and requested' .
-cemments by September 12, 198&.

Copies of all comments received, were
made available for public inspection in
the Department's Central Reference
Record. Inspection Facility (CRRIFJ.
Room 6628in the Hoover Building.

, Information about the availability of
these records for inspection may be
obtained from Mrs. Redy Walters at
(202] 377-3271.

Treatment of Substantative Comments:
on Interim Final Rule.

A number of comments from eight (Il)
different sources were received: on the:
interim final rule in response to; \heo, Jury
14, 1986notice.

The Department of Energy,(DOE}
submitted five comments on the: interim
final rule. All of the comment. were
found to have merit and have been
incorporated in the final rule as:folIow.,

DOE's first comment relates to' a
suggested clarification in the discussion
portion of the interim final rule.relating
to § 401.3(aT!2).DOE'. concernis·that
the discussion .nggests th.t the right of
the government to declare exceptional
circumstance for national security
,reasons is limited to "some limited
.itoation." and that appficationofthlit '
section i's therefore limited to situationS',
where the invention report is classified..
DOE correctly point. out that thi.ianol
consiatent.with the actual language' ofT
the regulation. We agree that the word..
IOsome limited sihlations" should not
have been included in the discussioR
portion of the July 14, 1986 notice,

DOE's second comment states, thattha.
reference in the discussion portion of'the:
interim final rule, in § 401,14(b),to
nuclear weapons:programs is
inaccurate. We agree that the word
nuclear shOUld not have been included.'
in the discu••ionof § 401.14(b)"

DOE'. third comment .ugge.t.. that
§ 401,3(c) be revi.ed to be con.istent
with § 401.14(b], which permit.,DOEtq.
draft a sub.titute c1au.e, We agree and
have included the words, "or 8uDstitute
thereto" after the reference to
§ 401.14(b] in§ 401.3{c). ",

Mother DOE comment .uggest., that
§ 401,13[c] (2] goes beyond the ,.imil"" '
provi.ion of OMB Circular A-1Z4 by
appearing to preclude confidentfal
disclosure of patent applications',or'
information which is part of a pa;tent'
application obtained under the clause' to;
other agencies or contractors oE.' "
government agencies. We have-,cIarUled'

SUMMARV; Public Law 9~20 amended
Chapter 18 of Title 35, United State.
Code, dealing with patentrightsrn
inventions made 'with Federal funding
by nonprofit organizations. and small
business firms. It also reassigned
responsibility for the promulgation of
regulations implementing 35 U.S.C. 202
through 204and the establishment of
standard funding agreement provisions
from the Office of Mangement and
Budget (OMB) to the Secretary of
Commerce. This rule makes final the
interim final rulepubli.he'linthe
Federal Regi.ter on July 14, 1986,and,
incorporates,minor changes as a result
of comments received on the interiin
final rule.,
EFFECTIVE DATE: April 17, 1967,
FOR FURTHER INFORMATION CONTACT:

. Mr. Norman Latkar. Director. Federal ­
Technology Management Policy
Divi.ion, Office of Productivity;
Technology and hmovation, U.S, .
Departmentof Commerce, Room 4837,
Wa.hington, DC 20230, Phone: 20=7­
0659.
SUPPU;MENTAIlV INFORMATION:

Background
Poblic Law 9~20 ,amended Chapter

18 of Title 35,UnitedStatesCode, and
a••igned regnlatory authority toth..
Secretary ofCommerce. The Seci'etary
has delegated hi. authority under 35
U.S,C. 206 to the As.i.tant Secretary for
Productivity, Technology and
Innovation, Section 206, of Title 35U.S,C,
require.s that the reguJations arid the.
.tandard funding agreement be .ubject
to public comment before their, issuanc,e.
Accordingly, on April 4, 1985,the
A.si.tant Secretary published a notice
of propo.ed rulemaking in,the Federal
Register (50 FR13524)for public
comment. A. noted at thattime, the
regnlation closely follow. OMB Circular
A-l24 which the regulation replaced.
Difference. between the propo.ed rule
and the Circular were highlighted in
Supplementary Information

" 8552
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(4) When the funding agreement
includes the operation 'of the

~government~owned, contractor-operated
• facility of the Department of Energy· c·

primarily dedicated to that Department's
naval nuclear propulsion or weapons
related programs and all funding
agreement limitations under this
subparagraph on the contractor's right to
elect title to a subject invention are
limited to invention's occurring 'under tlie-'
above two programs. ' -

(b) When an agency exercises the
exceptions at § 401.3(a)(2) or (3), it shall
use the standard clause at § 401.14(a)
with only such modifications as are

.necessary to address the exceptional
circumstances or concerns which led' to
the use of the exception.For example, if
the justification relates to a particular
field of use or market, the clause might
be modified along lines similar to those
desc:ribed in § 401.14(b).ln any event.'
the clause should provide the contractor
with an opportunity to receive greater
rights in accordance with the procedures
at § 401.15.When an agency justifies· , .
and exercises the exception at
§ 401.3(a)(2) and uses an alternative
provision in the funding agreement on
the basis of national security, the
provision shall provide the contractor
with the right to elect ownership 10 any
invention made under such funding
agreement as provided by the Standard
Patent Rights Clause found at § 401.14(a)
if the invention is not olassifled by the -.
agency within six months of the date It .
is reported to the agency, or within the
same time period the Department of
Energy does not, as authorized by
regulation, law or Executive. Order or
tmplamenting regulations thereto.

.prohibit unauthorized dissemination.of­
the invention. Contracts in support of
DOE's naval nuclear propulsion program
are exempted from this paragraph.

(c) When the Department ofEnergy
exercises the exception at§ 401;3(a)(4).
it shall use the clause prescribed at
§ 401.14(b) or substitute thereto with

, such modification and tailoring 8S
authorized or required elsewhere in this
part.

(d) When a funding agreement
involves aseries of separate task orders.
an agency may apply theexceptions-at ~

§ 401.3(a)(2)ori3)to individuallask .
orders, and it may structure the contract
so that modified patent rights provisions

·will apply to the-teak order even though
the clauses at either § 401.14(a) or (b)
are applicable to the remainder of the .
work. Agencies are authorized to
negotiatesuch modified provisions'with'
respect to task orders added to a .

.funding agreement after its initial
award.

law or government regulations, _
available to the public on reasonable

te[fj~he term ''made'' when u~~d in
relation to any invention means the'
conception or first actual reduction to
practice of such invention.

(g) The termvamall businass firm"
means a 'small business concern as

. defined at section 2 of Pub. L. 85-536 (15
U.S.C. 632) and implementing
regulations of the Administrator of the
Small Business Administration. For the
purpose of this part, the size standards
for small business concerns involved in
government procurement and
subcontracting at 13 CPR 121.5will. be
used.

(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 InternalRevenue Code of 1964 (26
U.S.C. 501(c) and exempt from taxation
undersection 501(a) of the Internal
Revenue Code (28 UoS.C.501(a)) or any
nonprofit' scientific or educational
orgailization qualified under a state
nonprofit organization statute.

[i) The lerm "Chapter 18" means
Chapter 18 of Titie 35 of the United:
States Code.

mThe term "Secretary" means the
Secretary of Commerce or his or her
designee.

§ 401.3 Use ollhe Standard Clausesal .
§ 401.14. .

(a) Each funding agreement awarded
to a small business firm or nonprofit
organization (except those subject to 35
U.S.C. 212) shall contain the clause .
found in § 401.14(a) with such
modifications and tailoring as
authorized or required elsewhere in this
part. However. a funding agreementmay
contain alternative provisions-

(1) When the contractor is not located
In the United States or does not have a
place of business located in the United

. States or is subject 10 the control ora
foreign government; or

(2) In exceptional circumstances when
it is determined 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 ra of Title 35 oftheUniled
States Code; or

(3) When it is determined by a
govemmenlauthority which is

; authorized by'statute or executive 'order
to conduct foreign intelligenceor
counterintelligence activities that the
restnction or elimination 'of-the rightto
retain -title to any subject invention is
necessary to protect the security to such ,
-activlties: or'

Federal Register /VoI..52, No. 52 / Wednesday; March 18. 1987 I Rples and Regulations

inventions that are consistent 'with
Chapter 18 and this part.

(g) This part is not intended. to apply .
to arrangements under which nonprofit'
organizations, small business' firms; or
others are allowed to use government- .
owned research facilities 'and normal
technical assistanc;:e provided to users :0£
thosefaclliries, whether ona .
reimbursable or nonreimbursable basis..
This pari is also not intended to apply to
arrangements under which-sponsors
reimburse the government or facility .
contractor for the contractor employee's
time in performing work for the sponsor,
Such arrangements are not considered
"funding agreements" as defined at 35
U.S.C. 201(b) and § 401.2(a) of this part.

§ 401.2 Dellnilions,
As used in this part-
(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
experimental, developmental. or
research work funded in whole or in
part by the Pederal.government. Thi"·
term also includes any assignment. .
substitution of parties, or subcontract-of
any type entered into for the
performance of experimental.
developmental, or research work under
a funding agreement as defined in the
first sentence of this paragraph.

(b) The term "contractor" means any
person, small business firm or nonprofit
organization which is a party to a
funding agreement.

(c) The term "invention" means any
invention or discovery which is or rnay ,
be patentable or otherwise protectable
under Title 35 of the United States Code,
or any novel variety of plant which-Is or
may be protectable under the Plant
Variety Protection Act (7 U.S.C. 2321et
seq.). .

(d) The term "subject invention"
means any invention of a contractor
conceived or first actually reduced to
practice in the performance of work
under a funding agreementprovided .
that in the case of a variety of plant, the
date of determination (as deflnedin
section 41(d) of the Plant Variety
Protection Act, 7 U.S.C. 2401(d)) must
also occur during the period of contract
performance.

. (e) The term "practical application"
means to-manufacture in the case'of a'
composttten of product, to practice in
the case of a 'process or method. or to
operate-in the 'case of a machine or
system; and, in each case, under such
conditions as toestabhsh that-the .
invention is being utilized and that dts '
benefits are, to the extent permitted by

I
j
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"Sec.
40.1.1 Scop~'.
401.2 DefinitIOns. d d Clauses at
401'.3 Use of the Stan ar

§401,1,4. als of exceptions.
,401.4 eontracto; apped t -Haring of clauses.

5 Modification an a
401. . of march-ln rights.
401.6 Exercise . reference.
401.7 Small ~us.meS8thizationof subject
401.8 ReportIng on u

invention~. f jghtaby contractor
401.9 getennou 0 .n

.. " emplqyee ~~::~o;~~ignmentto
401.10 Gov~r f 'ghts iD.invention of

contractor 0 n .
. goverrlnient employee.

401.11 A;ppea~s. f background patent rights
40"-.12 LlcenslIl? o. .

...wi;1~ thX:~ia;:;:r~tion of patent 'ri~ts
clauses. d d tent rights clauses.

40114 Stan ar pa . .
. D f reed determmahons.

40115 e e d inquiries
401.16 Submissions an06 and the 'delegation

Authority: 35 U.S~. 2eUlry of Commerce to
of authority by the t e~ for PrOductivity,
the Assistant Sde~~~vationat Sec. 3{glof
Technology an
DOOlO-l.

§ 401 1 scope. b 0
. Tr d·tionally there have een n

(a) a '. d by the government
conditions Impose e1'S while using
on research p~rfoh' b would preolude
private faclhtles ~ ic arch funding
them from acceptmg rese and to aid in
fr ther sources to exp ,

om 0 . onduct separate
complebng or to c elated to

"
nvestigations dosely r d by ther T s sponsore
research ac '~~:withstanding the right
government. . ations to accept
of research or~n~ ftom other sources
supplemental nf ~~~editing or more
for the hurp~s:l~ accomplishing the
compre ens~v . es of the government
research obJec~vt It is clear that the
sponsored pro)e.c .. 1 s of these

hip prOViSion bl .owners. 1 ld remain applics e l~
regulatIOns Wall . edor first

invention "concelV . ..". . " ,,' '.'
any ..·.d· dtG practice ,n . .
actuallyre uce ···;·t Sep·arate··. . "of the 'pro]ec . . .

. perf9rmance . cth twofunds used 19
-.aCcquJl~ing for. . "et iIl,this'case'is npt)l
. support the pro)ec. ...,. ..'
d t rminmg·factor. , " .. ' .
e(~) TOctheextentthatan~1Uh"d' '.,'

.- ',' t sponsor estabhs e . a
. governmen
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.,..Date:.March 11, 1987.
..D' Bruce Merrifield. -',' . .

• -.' ' t. ProduclIvlty,
Assistant SecretarYJor,. ,.,' .

. , " d InnovatlOn. - f
.Technologyan 401 of Chapter IV 0

.Accordmg~~X:~f Federal Regwations .
.. T.tle 37,the d s follows: .

is revised -torea a .
PART 401-RIGHTS TO INVENTIONS ..

~~~~:I~~~~~~1s:ALL ...
. BIISINESS F::'r:R~~~ CONTRACTS.
~~~~~~:eRATIVE ~GREEMENTS
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R~gulations .

Wednesday March·
• . .. . 18,1,987 I Ru~s and

agencies may use sub t . II
language relating th s entia y similar ~nd retained by the '
rights to specific tre:3;;~~ornent's fiscal year on siWj' .p~nlroct~r ,d!l~t:I8.any:' ..,:
agreements identified elsewhthep" :lY ~uc'cessor c~n:~~n;:~t~?~8 ti':te1'this:,.:'
funding agreement. The I ere ~n the qUlre,ment tip to any , " ng e same',
also be modified to aDgucme may percentof the budg t tmou~tequal 'to:five.;
rights granled t th ,,:ak~ clear that the fiBeal year. shall be~ o the fac.ililyforlhat:

o e J.orelgn gov SCientific resear h d sedI by the,contractorf ..
and its nationals or a int . emment, educationconsi:te' ev~ opment, and '
organization m b rIn ernational development " .nt WIth the resear~h.and
rights beyond aat e or additional , facility, includhi~s~~~a~d obj~ct!ves of the
so reqUired by th~c:nsi.or sublicense if Hcensing potential" ,VI es.that Increase the
international agree:P wahle treaty Or facility. If the b J ofother Inventions of the _
Some exclusive Jicen:~t. For example, in 75 percent of th: ::~:s-e;XCb~dsfivepereeJ;lt, ,::;,
assignment of title in or e,:en the shall be paid- by'th sa ovefivepercent' '.:,.':'
, theforel The f eCQntraclorto'the' :,'
mvolved might be . gn country rema~~ 0 the United States and the ' -:'
may also modify ilie1Ulred, AgenCies con~nc~~~fe~cent shall be used by,the
prOVide for the dire~t ~a~e above to described'abo;eO;othe samePurposes as .-:. ,
contractor of the fore' lCensmg by the ~ost effective teclm ~e extent it,proviqes the
international Organizit

n
government or hcensing of subject .0 o~ ~ansfe:r, the ' ",:

(e) If the fundin on.. administered by I~VentH:,ns shall be
~efformance over~:s:~~=ent mv~lves location at.the facl~ roctor empJo~eeB on
time. such as the typic I fu dde?penod of ern y. ..
agre a n mg (h) lfthe contr t i f

emenr for the Operation of a of a government_:~lsd if t~.e operation
roU~,:::ment-ownedfacility, the agencies may add th'-foUac, ~ty,

ng language may also be added: end of para a h (f) oWIng at the
- TheogencyreBerves the rigb § 401.14(a): gr p ofthe clause at

umlaterallyamend thi fi . t to ' .'
identifyspe'cifictxeati:s.unC!mg agIYfement to (5}TheContractor h !J '

. agreements ,entered i t cr I,ilternatlOnal", ' m~intain active and :ff: t~stabJi8h and:.' "
b~ thegovemrnent-af~e~::: tOf~e entered·tnto ensure that subject' c Ive·procedures to

;' ·t!t18 funding agre.ementande efiective. date of identifiedand tinudin~en~ions are promptJ:v" ""
, -- licenseor other.rightswhi he ectuate. thos~ submita descriptio f th osed and shan-- "
, for ~he gov;ernment to niee~ it:re,n.ec,e~sary: contracting officer ~o°ih tt1wcedllre,sto. the,

foreIgIl·governments. thet ' ;obJig~tions 10.,' officer may evaluatean:'d"te c0l}tracling", : ,
internationalor8ani~tierr nationals and ,-,,,-'. effectiveness, e ~rmme ,their'
treaties Or internationatns undersuch § , , '
respect to's b'· agreements.with 401,,6 ExerClse'Of',marCh_ln r19hts.' ,

da~e of the :rr1:::::::t~tions made"aft~r the _ (~) Thefollowing'procedure ha.U
(f)Ag , . govern.the'; .:ss

.. .. encies may.add add'ti .. ·1·· n' bt f h exerCIse.of the march_in ...
Subpar h ,.. 1 ona g sol e agencies set fortb' ..
I agrap slo paragraph (f) olthe U.S;C. 203 and paragra h (') fin 35

c a,;:es at § 401.14 to require the clause at §401.14.. . P J 0 the
f~no;:; to do one Ormore of the . (b) Whenever an age .. .

(1) PrOVide a report. . . information that it b I' ncy re~elves
out of af di ' ,prIOr to the c1ose~ warrant- the . e leves mIght '
subject in':· ~ agree!lle~tlisting all ..before initiat~:r~~~.::~mhr~h-in righls.
were non~, n IOns or stating that there,' -proceedIng, it shaH ' tilc -~n, ' ,.-

(2) Pr 'd In writing of the "1,no" ~ th.~. contractor
dO.'" e, uPon reqnest. the filin informal WM.'tt·en'onrormjalJon and reques.t

ate, senal nurcber and till . g th . . ora comment· fr
the patent application' a de, a copy of Ie contractor as well as hiforma~ om
number and' d' n patent re evant to the matter In th' b on
invention in ~s:yu~Ouant~!O! anYhisubject any comme t f • e a sence 'of,
contractor h j' u, m w ch the within 30 d: s thromthe contractor

as app led for p t t d' ys. e agency may ·t 't·(3) Provid . d' a en s. .Iscretion, proceed·w'!h th ,a 18 .
fre I e peno IC (but no more ,below. If a comment.1 ~ procedures

The blankab .. h· .' .... ..... .. sUb1~~~i:V:~~~ht~~istingS ~f all 30 days or later if th ISreceIved within ..
withthena oves. ouId becompleled 10 the agency durin the w~re dIsclosed . initialed the proced e aghn? has not
treaties or m'mtes of ~pplicahle eXisting· , by the report. . g penod Covered agency shall with.·':~ e ow•.then the •

emalJonal a (g) If the contract ,'s·w·I'th . rec.eives the c·0 m....BYs ~ft.er...il, ..W-eem.ents of c . greements;<.· " a fi roment eIther ti hOOperat o~.gapiza.tioIi and.,'s 'or th' ponp.ro .t procedures' b 1 '. InI ate t e :-of understandi'n' . l?Q.,'IJIemoranda II e operat f .. e ow or notify the
arra ,.' . ,g, OrsImdar. ' a .sqv,~rmnent-owned contra t IOn 0, contractor, in writing that't ill
'.'- ng,;ments,'Including.mTt -" operated facHit ' . c or- - Pursue mafch~ili'righ' I w not .. ' '

alll'ee'llents relating to w ... , aJ,'Y. . ... substituted ~Y. the follo wmg will be the availableinformatt~on thebBsis of
.ev..,el..0l'riten·t·an·d .' .. e,apons . . I or paragraph (k)(3) of th·· ( ) . IOn.

I · product Th c au..se at §401.14(a·)'. .. . e cAmarch-I'npr . ··diri' ., .ang~age i8n.oitn.ten~e'd Ion.. 'eabo.ve.. . . ocee g h 11 b
~a.ties..oro·th·e-r.·a'· u, 10a.pp,!y to.... . ., (:l)Afte,..pa'~enl·of.patentl._ . ,mliatedbYtheissu· f· s ae

. greem t h hcensh.... cosls'.·..pa=enls 10 I'-nv'" c~s.ts... ... ' notice by the a' 8nce ,0 ,a written.' ':ffe.cto.n.. th.eda·te'o·f·th··een. ~tat!,re·in ..'" ,... . gencytotheco tr .
h h ' award b ' ·-o~er,:,e,xpe.ns.es'jncI·dentsl to··theent-ors, and. . and its assign··e·eo; , ,.!t. ac~or
.IC. ·are.not liste···d. AI' .'. at . <linin Ii . r exclUSIve I,c .

, '. , tern,aUvely,. ' " a"., )Sitration o!subject-inve" . app 'c,able,liitd"ifJa{ .,' . "'. ensee,: a_~'-
b,al~J:lce:o.fany,roYalties 'of,· . n,tions, the, . stating th t th' . own to the agency .

, Income earned- th~'exerci~e ,of',eag~chnc~ is ,~con~idering,,' . "
. . ..mar . ,Inl'lghts.The .

(h) To qualify for the standard clause, record shall be made and shall be ....
a prospective contractor may be available at C05t'tO the contractor upon -

-required by an agency to certify that tt Is request The requirement for a
either a small business firm. or a transcribed record may be waived by
nonprofit organization. If the agency has mutual agreement of the contractor and
reason to question the status of the the' agency.
prospective contractor as a small- , (4) The official conducting the fact-
business firm, it may file a protest in·. finding shall prepare or adopt wrtten
accordance with 13 CPR 121,9.If it findings of fact and transmit them to the '
questions nonprofit status, it may . head of the agency or designee promptly
require the.prospective contractor to' ' .after the conclusion ofthe fact-finding', ~
furnish evldenee toestablish its status prooeeding.aleng with a recommended
asa nonprofit organization, ' decision.. A copy of the findings of fact "
§ 401.4Contracto"appeali 01exceptiOns. ' .. andrecommended decision shall be sent

tothe contractor by registered or ' "
(a]In accordance with 35.U.,S.C.. certified mail.

202(b)(4)a contractorhas the righttoan (5)Fact-finding should be completed
administrative review of a
determination to use one of the within 45 working days from the,date
exceptions at § 401,3(a) (1) through (4) if the agency receives. the contractor's
the contractor believes that a Written notice,
determination is eitber contrary to the (6) When fact-finding has been .
policies and objectives of this chapter or conducted, Ihe head ofthe agency or
'constitutes an abuse of discretion by the designee shall base his or per decision
agency, Paragraph (b) of this section on the facts.found, together with any .
specifies the procedures to be followed argument submitted hy the contractor•.
by contractors and agencies in 'such agency officials or any other information

'"- cases, The.sssertion of such a claim by in the administrative record. In cases
the contractor shalbiat be used as a referred.for. fac.H'in.d.ing!the agency.
basis for withholding or delaying the head or the designee may.re)eCI only
award of a funding agreement or for those facts that havebeenfound to be
suspendingperformance tinder an clearlyerroneous, but must explicitly...
award. Pending final resolution of the state the rejection and iridicate the basis,
claim the contract may be issued with for thacontrary finding. The agency
the patent rights provision proposedby· head or the designee may hear oral
the agency; however, should the fmal· arguments after fact-finding provided ..'.
decision be in favor of the 'contractor, that the contractor Of contractor's ','
the funding agreement will be amended allomey or representative is presenlilnd
accordingly and the amendment made givenan oPPQrtunily to make arguments,
retroactive to the effective dale of the end rebuttai. The decision ofthe agency
funding agreement. head or the designee shall be in writing

(b)(l) A contractor may appeal a and. if it is unfavorable to the contractor·'
determination by providing wrillen shall include an explanation of the basis·
notice to the agency within 30 working of the decision. The decision of the
days from Ihe time it receives a copy of agency or designee shall be made within
the agency's determination, or within· 30 working days after fact-finding oriif.
such longer time as an agency may there'was no fact-finding, within 45 ;"
specify in its regulations. The working days from the dale Ihe agency.·
contractor's notice should specifically received the contractor's written notice.-
identify the basis for the appeal. A contractor adversely affected by a

(2)The appeahhall be declded by the . determination under this section may, at
head ofthe agency or by his/her any lime within sixly days after the ,
designee who is at 'a level above'the determination is issued, ,file a petiti0l:l'-i.I1
personwho made the delermination. If the United Stales Claims Court, which .
the notice raises a genuine dispute over,; shall have jurisdiction to determin~·the":
the malerial facts. the head oHhe appeal on the record and to affirm,
agency or'the designee shall'undertake; ...,' reverse, remand; or l11~dify as' .
or refer the maller for, fact-finding. .appropriate, the determination of the

(3) Fact-finding shallbe conducted in Federal agency.
~ccordance with procedures established
by tbe agency. Such procedures shall be § 401.& .Modification and 1lI11oring of 0

as informal as practicable and be clauses.
consistent with principles of - (a) Agencies should cmnplete the, ...
fundamentai fairness. Tbe procedures· . blankin paragraph (g)[2)of the Clause.s'
should afford the contractor the ' al§ 401.14in accordance:with their· 0 '

opportunity 10 appearwith counsel;, or applicable government-wide
submit documentary·evidenpe, pi:esent·, regulations sy,ch as-the F~deral
witnesses and confront such per$On,Eras Acquisition Regl,lla:tion: In,grants and··":
the agency. may rely upon;-A transcribed- cooperative agreements (a-nd:in . ,..",'
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(e) Before utilizfngany ofthe ....
exceptions in § 401.3(a) of this section,
the agency shall prepare a written
determination. including a statement of
facts supporting the determination. that
the conditions identified in.the
exception exist. A separate statement of
facts shall be prepared for each
,exceptional circumstances
determination. except that in .'
appropriate cases a single-determination,:
may apply to both a funding agreement ..
and any subcontracts issued under it :or
to any funding agreement to which such
an exception is applicable. In case's ,~

when § 401,3(a)(2)is used, the
determination shall also include an
analysis justifying the determination.
This analysis should address. with "
specificity how the alternate provisions
will better achieve the objectives set
forth in 35 U,S.C. 200. A copy of each
'determination, statement of facts, and, if
applicable, analysis sball be promptly
provided to the contractor or
prospective contractor along with a

"notification- to the contractor or ~'_~." '"
prospective contractor of its rights. to'
appeal the determination of the
exception under 35 U.S.C. 202(b)(4)and
§ 401.4of this part. .

(f) Except for determinations under
.§.401.3(a)(3), the agency shall also .
provide copies of each determination.
slalement of fact, and analysis to tb<! .
SecretaJ,'Y. 'I'hese shall be sent within 30
days after.the award of the funding
agreement to which they pertain. Copie~
shall also be sent to the Chief Counsel
for Advocacy of the Small Business
Administration if the funding agreemenl
is with a small business firm.If the .

. SecretaJ,'Y of Commerce believes that
any individual determination or pat~ern'
of determinations is contrary to the .
policies alld objectives of this chapter or
otherwise not in-conformance VJ:ith,this
chapter, the SecretaJ,'Y shall so advise
the head of the agency concerned arid
the Administrator of the Office of
Federal Procuremenl Policy and
recommend corrective actions.

(g]To assist theGomptrollerGeneral
of the United States to accomplish his Or
ber responsibilities under 35 U.S.C. ~02,
each Federal agency that ente~sinto any,·
funding agreements with nonprofit.
organizations or small bu.siness fimls, '
shall accumulate and, at .the request of
the Comptroller General provideth".
Comptroller General or his or her· duly
authorized,repre~entative the lotal
number. of prime agreements entered
into with small business firms or
nonprofit organizations that contain th~

patent rights clause-in .this-part or,Unii~r.

OMB CircularA-124 for eachfiscal·year
beginriing with October 1:,1962, .

!

1 :

,
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!!'ork'object of the fonding agreement
and that such action is necessary to
achieve practical application of the

,subject invention' or work object. ",-ny'
,such determination will be on the record
after an opportunity for an agency
hearing. The contractor shall be given
prompt notification of the determination
by certified or registered mail: Any ,

, action commenced for judicial review of
such determination shall be brought
within sixty days after notlflcation of
such 'determination,

§ 401.13 Administfaltion of Petent Rights
clauses;

(a) In the event a subject invention is
made under 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
responsible for administration of the
rights of the government in the,
invention.

[b] Agencies shall promptly grant,
unless there is a significant reason not
to. a request by a nonprofit organization­
under paragraph (kJ[2J of the clauses
prescribed by either OMB Circular A­
124 or OMB Bulletin 81-22 Inasrnuches
35 U.S,C. 202[c)(7J has since been
amendedto eliminate the limitation on

, the duration of exclusive licenses'.
Similarly: unless there is a'significant"
reason not to, agencies shall promptly
approve an assignment by a nonprofit
organization to,an organization which'
has as one of its primary functions the'

"management of tnvennons when a
.requestfor approval-has been,
necessitated underparagraph [kJ(lJ of
the clauses prescribed by either OMB ",
Circular A~124 or OMB Bulletin 81-22
because the,patent management
organization is engaged. in or holds a ' '
substantialinterest in other
organizations engaged Inthe manfacture:
or sale of products or the use of '

.processes that might utilize the
invention or be in competition with

, embodiments of the invention. As
amended, 35 U.s,C: 202(c)(7J no longer
contains this limitation. The policy of
this subsection should also be followed
in connection with similar approvals
that may be required under Institutional
Patent Agreements, other-patent rights
clauses. or waivers that predate Chapter
18 of Title 35, United States Code.

[c] The President's Patent Policy
Memorandum of February 18, 1983,

. states that agencies should protect the
confidentiality of h:1Vention disclosure,
patent appUcations. and utilization
reports required in performanc~ or in
consequence of-awards tb'the extent
permitted by 35U.S.C, 205'or other
applicahlelaws. The following

(2] A request for a conveyance: of tide
under paragraph (d) of the standard
clauses. '

(3JA refusal to grant a waiver under
paragraph (iJof the standard clauses.

(4)A refusal to approve an ..
assignment under paragraph (k)[l)of the
standard clauses.

(5) A refusal to grant an extension of­
the exclusive license period under
paragraph [k)(2rof the clausee : .
prescribed byeitherOMB Circular. A­
124 or QMB Bulletin 81-22.

[c) Each agency shall establish and
publish procedures .under which any of
the agency actions listed 'in paragraph'
[b] of this section may be appealed to
the head of the agency or designee.
Review at this level shall consider both
the factual andlegal basis for the .
actions and its consistency with the
policy and objectives of 35 U.S.C,20lJ-,
206.

(d) Appeals procedures established
under paragraph (0) of this section shall
include administrative due process
procedures and standards for fact­
finding at least comparable. to those set
forth in § 401.6 (e) through (g) whenever
there is .a dispute as to the factual basis' ,
for an agency request for a conveyance
ofrttleunderparagreph [d] of the
standard clause; including.any dispute
as.to whether'or not.aninvention is a'
subject invention. '.' ," ,

[e] To the extent that any of the.
actions described in paragraph (b) of : .
this section are subject to appeal under
the Contract Dispute Act; the procedures
under the Act will satisfy the
requirements of paragraphs [c] and (dJ
of this section, .,

own internal purposes. The prescription
of forms should be avoided. However.
any forms or standard questionnaires
that are adopted by an agencyfor this
purposemust comply with the
requirements of the Paperwork
Reduction Act. Copies shall be sent to
the Secretary.

(b) In accordance with 35 U,S.C. 202[c)
(5Jand the terms of the clauses at
§ 401.14, agencies shall not disclose such
Infcrmasion to persons outside the
government. Contractors will continue
to provide confidential markings to help'
prevent.inadvertent:release'outside'the "
agency.

§ 401.9 .aetenncn of Rights by Contractor
Ertlploye~.lm;oento~.

Agencies which allow an employee/
inventor of the contractor to retain'
rights to a subjectInvention madeunder
8 funding agreement with a small
business firm or nonprofit organization
contractor. as authorized-by 35 U.S.C.
202(d).willImpose upon the inventor at
least those conditions that.wouldapply
to a small business firm contractor
under-paragraphs (dJ(l} and [3J;(i)(4J;'
(h); (i); and (jJ of the clause at .
§ 4.0l.1Ma],

'§ 401.1~';'- .:ci'overnnui!ni Assi~rlrrient 'to,
C,ontract.~r.,of. Ri9ht~ In I~vention Of
:Goyemm~r1t Employee.

I~.~~n~. case wh':!l1 '~"Fe?eraJ employee '
.-1's· ~ 'co-inveritoF'of:any:inveiItion:made . ' '

, under 'a funding .agreement with a.small
.buslnessflrm or.nonprofttor.ganization
. and the Federal. agency employing such
., co-Inventor transfers .ur'reassigns. the

right It-has aoqulred.tn the .subieot. -»
Invention from its employee to the ,
contractoras euthonzed'by 3S.U.S.C.
202[eJ,the~s~igll1Il~I)twillbe made
subj~ct to the sam.e.conditlons as apply
to the contractor under the patent rights,
clause-of its funding agreement.
Agencies may add additional conditions
as long'as they are consistentwith 35
U,S,C.201-206.

,§"401.12 Licenslng.-of Background·Pat.ent'.
Rights to Third Parties.

[a] A funding agreement with a small
business firm ora domestic nonprofit
organization will not contain a provision
allowing a Federal agency to require the
licensing to third parties of inventions
owned by the contractor that are not
subject Inventions unless such provision

§401.11 Appeet". has been approved by the agency head
and a written justification 'has been

[a] As used in this section, the term signed by the agency head. Any such
"standard clause" 'means theclauseat , ' ' 'provision will dearly state whether the

,§ 401.14of this part and the.clauses' licensing may be required in connecnon '
previously, prescribed by either'OMB with 'the practice of a subject invention; "
Circular A-124 or OMB Bulletin 81-22. a specificaliy identified work object, or
. (b) The agency official initially ". both. The agency head may not delegate

, .authorized to take any of the following. ' theauthority to ilPprove such provisions
actions shall provide the contractorwith. or to signthe justification required for
a written statement of-the basis for his such provisions. . ,'.. '
or her action at the'time the action' is·, '(b) A Federal agency willnot req\lire

" ;t~ken, inc,hIdingany .relevant-facts that, the,licensing-of third parties under any
were re:lie~ upon in taking-the. ~cti~n~ such provision unless the agency head
,;(1)- A. refusal :to' grant 'ail'extension, determines that the 'use of the,invention '

onder· paragraph (c)(4) of the standard by others is necessary for the practice of
clauses. . a'subject'inveiltion or'for the use of a

1,

§ 40t.7 SnlaUSuslness Preference-.
(a) Paragraph (kJ(4J of the clauses atr.

§ 401,14lmplementsthe small business
preference requirement of 35 U .S.C;
202(cJ(7)(DJ. Contractors are expected to
use efforts that are reasonable under the
circumstances to .attract small business',
licensees. They are also expected .to give
small business firms that meet the
standard outlined in the clause a
preference over other, applicants for
licenses. What constitutes reasonable
efforts to attract small business
licensees will vary witli the
circumstances and the nature. duration, '
and expense of efforts needed to bring
the invention to the market. Paragraph'
(k)(4)is not intended, forexample, to
prevent nonprofit organizations from
providing larger firms with a right-of
first refusal or other options in
inventions that relate to research being,
supported under long-term or other
arrangements with larger companies.
Under such circumstances it would not
be resonable to seek and to 'give a
preference to small business licensee's. '

[b] Small business firms that believe a
nonprofit organization is not meeting its,
obligations under the clause may report
their concerns to the Secretary. To the
extent deemed appropriate, the
Secretary will undertake informai .
investigation of the concern. and, if
appropriate. enter into discussions or
negotiations with the nonprofit
organization to the end of Improvingits
efforts in meeting its obligations under
the clause. However. in no event will-the
Secretary intervene-in ongoing
negotiations or contractor decisfons
concerning the licensing of a specific
subject invention. All the above
investigation's. discussions, and
negotiations of the Secretary will be in
coordination with other Interested
agencies. including the Small Business
Administration; and in the case of a
contract for the operation of a
government-owned, 'contractor operated:

, research or production facility, the '
Secretary will coordinate with the
agency responsible for the facility prior
to' any discussions or negotiations with ,
the contractor.

'401.8, Reportlng'on utilization of.subject
'!1ven,tlons. .

[a] Paragraph [h] of the clauses at
§ 401.14 and its counterpart in the clause
at Attachment A to OMB Circular A-124
provides that agencies havetherightto­
receive .periodic .repcrts-from the. .
contractor on -utiliZation,of-inventions.<,
Agencies exercising this right shculd .

, aecep,t. such infoi'mation, to ·the extent
feasible. in the formatthat.the.
contractor normally, prepares it for,its·,

noticeshall state the reasons-for the o. fact shall be sent tothe contractor
proposed march-ln in terms .sufflcient.to (assignee or exclusive. Itcensee) by .. :,"
put the contractor on notice of the facts registered or certified mail. The
upon which the 'action would be based contractor (assignee or exclusive
and shall specify the field or fields of . licensee] and agency representatives
use in which the agency is considering will be given 30 days to submit written
requiring licensing. The notice shall arguments to the head of the agencyor
advise the contractor [assignee or designee: and, upon request by the
exclusive licensee) of its rights. as set contractor oral arguments will be held
forth in this section and in any before the agency head or designee that
supplemental agency regulations. The will make the final determination.
determination to exercise march-in (g) In cases in which fact-finding has
rights shall be made by the head of the been conducted, the head of the agency
agency or his or her designee. or designee shall base his or her

(d) Within 30 days after the receipt of determination on the facts found, ~
the written notice of march-in. the together with any other information and
contractor [assignee or exclusive written or oral arguments submitted by
licensee] may submit in person. in the contractor (assignee or exclusive
writing, or through a representative, licensee) and· agency representatives,
information or argument in oppostttonto .and any other information in the
the proposed march-in, including. any 'administrative record. The consistency
additional specific information which of the exercise of march-in rights with
raises a genuine dispute over the the policy and objectives or35 U.S.C.
material facts upon which the march-in 200 shall also be considered. In cases
is based. If the information presented referred for fad-finding, the head of the
raises a genuine dispute over the agency or designee may reject only
material facts, the head of the agency or those facts that have been foond to be
designee shall undertake or refer the clearly erroneous, but must explicitly
matter to another official for fact- state the rejection and indicate the basis'
finding. for the contrary finding, Written notice

(e) Fael-finding shall be conducted In. of the determinatlon whether march-in
accordance with the procedures rights willbe exercised shall be made
established by the agency. Such by the head of the agency or designee
procedures shall be as informal as, and sent to the contractor.fassigneeof
'practicable and be consistent with exclusive licensee} by certified or
principles of fundamental fairness. The registered mail wlthln 90 days after the
procedures should afford the contractor 'completion of fact-finding or 90 days
the opportunity to appear with.counsel; after oral arguments. whichever is later.
submit documentary evidence, present or the proceedings will be deemed to
witnesses and confrontsuch persons as,' have been terminated and thereafter no

, ,the agency may present. A transcribed march-in based on the facts and reasons
record shall be made and shall be upon which the proceeding was initiated .
available at cost to the,contractor upon .may be exercised..
request. The requirement for-a (h) An agency may. at any time.
transcribed record may be waived by terminate a march-in proceeding if it is
mutual agreement of the contractor and satisfied that it does not-wish to
the agency. Any portion of the march-in exercise march-in rights.
proceeding, including a. fact-finding
hearing thalinvolves testimony or (i) Theprocedures of this Part shall

.evidence relating to the utilization-or also apply to the exercise 'of march-in
efforts at obtaining utilization that are rights against 'inventors receiving title-to
being made by the contractor, its subject inventions under 35 U.S.C. 202(dJ
assignee, or licensees shall be closed to and, for that purpose. the term

. the public, including potential licensees. "contractor" as used in this section shall.
In accordance with 35 U.S,C. 202(cJ(5J, be deemed to include the Inventor,
agencies shall not disclose .any such OJ An agency determination
information obtained during a march-in unfavorable to the contractor [assignee '
proceeding to persons outsidethe or exclusive licensee) shall be heldIn
government except -when such release. is abeyance pending the exhaustion ,of... '-',"
authorized by the contractor (assignee appeals or petitions filed under 35U.S;C,
or licensee), 203(2),

(0 The official conducting thefact-.'. . {k] For purposes ofthis section the
finding shall preparecr adopt wptte~" ." " term "exclusiveltcensee" indud.es a.'
findings of fact and traris.qlit :themto.tliEf'" partiallyexclusive.license'e. , " ..
head ofthe agency ordesigneepromptlY·' 'OJ Agellcies are authorized to issue·
after the conclusion of l)le fact-fillding. sujJplemental proceduresnot.
proceediilg ,along with a .recomme,n~e~:; ,::" .ip.collsistent ':Yith this ,part for tli~
determimitiO:J;l. A.. l;:oPy:of th,e finding,s. of· ccindu~t of march~in:P1'9c,ee,dings;,
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I
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.excluaive right to use or sellany;subject· -eubject inventions; after payment of expenses . _- {ClAf-the .time an invention is disclosed in-
. inventions in the. United States unless, such- - (including. payments to-inventors] incidentic~J accordance with {c){l)(A] above, or within 90
"person agrees that-any products embodying to the administration of subject tnventtons, days thereafter, the contractor will submit a
the subject invention or produced through the. will be,utilized for the-support of scien.tific Written statement 8S to whether or not the
Use of the subject invention will be .,' research or.educettor»and .invention occurred 'underanaval nucl-ear '
manufactured substantially in the United (4)It will make efforts that are reasonable:' - propulsion :of' weapons-related program of the
States, However, in individual cases. the .under the circumstances to attract licensees",' Department a/Energy. If this statement Is-not
requirement for such an agreement may he of subject invention that are small business' filed within this .time, subparagraph (i::)[l)(B) .
waived.by the Federalagencyupon a firms and that it will give a preference' to a will apply in lieu of paragraphs (c](2) and {3),',
.showing by the contractoror its assignee that small business firm when.licensing a subject The contractor statement will be deemed .rv,

reasonable but unsuccessful efforts have invention if-the .contractor,determines that conclusive unless, within 60days thereafter.>
been made to grant licenses on similar terms the small business firm has B.plan or the Contracting Officerdisagrees in writing;
to potential licensees that would be likely to prepoaal.for marketing the Invention.which, if in which case the determination of the
manufacture substantially in the United ' "executed. is equally as likely to bring the Contracting Officer will be deemed

". States or that under the circumstances invention to practical application as any conclusive unless the contractor files a claim
, domestic manufacture is not commerically-. ' ,.plans cr.proposals from applicants that are under the Contract Disputes Act within 60'.
feasible, . not small business firms: provided"that the days after the Contracting'Officer's
(j) March-inRights contractoris also satisfied that the small determination. Pending resolution of the

business firm has the capability and matter, the invention will be subject to
The. contractoragrees that with respect to' re t t It 1 l.sources 0 carry,ou I span or propose . subparagraph (c)[1)(8).

any subject invention in which it has The decision whether to give a preference in .
acquired title, the Federalagencyhasthe any specific case will be at the discretion of (3) Paragraph (k)(3) of the clause will

cright in accordance with the prooedurea in.37"" ',. the contractor. However, the contractor" be modified as prescribed at '§·401.5(g)~.
,.em 401.6 and any supplemental.regulations agrees that the Secretary may review the
of the agel}cy to require the contractor; an oontroctor's licensing, program and decisions § 401.15 Deferred determinations.
assignee or.exclusive licensee of a subject " regarding-smallbusiness applicants, and the (a) This section applies to requests for'
inventicnto grant a nonexclusive, partially t t 'II ti t her to-itcon roc or WI nego 8. e c anges a 1 S 'greater rights in sub] ect inventions made...exclusive. or exclusivelicense in any field of I' , I' , d . ti

bl 1 1· rcensmg po reiea.proce urea, or prac Ices by 'contractors when deferred ' ' ,;,,'.'use to a responst e app icant or app Ieanta, with the Secretary when the Secretary's d d
upon terms that are reasonable under the' review discloses that the COntractor could determination provisions were inclu e
circumstances, and if the contractor, take reasonable steps to implement more in the funding agreement because' one of
.asstgnee, or exclusive licensee refuses such a' effectively the reqirements of this paragraph the exceptions at § 401.3Ja) was applied,':
request the Federalagencyhas the right to Jk)(4),. except that the Department of Energy is
'grant such a license itself if the Federal h d d f d

d h (1) Coromunlcatio.n. aut orize to process e erre ,agency etermines tat:
(1)Such action is necessary because the [Complet-e According to Instructions at determinations ,either in accordance

contractoror assignee-has not taken, or is not 401.5(b}) with its' waiver regulations or this '
expected to take within a reasonebletime.. h th . section. A contractor requesting greater

"effectivesteps to achieve practical ,-,' (b) W en .e Department .of Energy rights should include with its request .
, application of the subject invention in such (DOE) determines to use alternative', . information on its plans and intentions
field of use, provisions under § 401.3(a)(4). the , to bnng the Invention to practical

(2) Such action is necessary to alleviate -standerd clause at § 401.14(a.),__.above, I W'th' d f
-. health or safely needs which are not shall be used with the: foll~Wj:zi8',' app Icatton. I III90 ays a tel'

reasonably satisfied by the contractor, modifications unless a' substitute: clause receiving a request and supporting
assignee 'or their licensees; is drafted by DOE: information, or sooner if athstatutory.bar

(3)Such action is necessary to meet (1) The title of the clause shall be to patenting is imminent, . e agency
requirements for public use specified by should seek to make-a determination. .In

. Federal regulations and such requirements changed.to read as. follows: Patent any event, if a bar to patenting is. ,. - ,
are,not reasonably eatisfledby the Rights to Nonprofit DOE Facility imminent; unless the agency plans to file
contractor, assignee or licensees: or. .Operators ' . h II hori th

S h .', b th " (2).Add an "(A')" after "(1)" in .. on its own. It s a aut onze e(4) uc action IS necessary ecause t e ' fil ' I"" . '
t . , d b P h [i] f thi paragraph (c')(l) and add, subparagraphs '. contractor to 1 e a patent app icationagreemen require y aragrap 1 or 15'., ~

clause has not been obtained or waived-or. (B) and (C) to:paragraph (e)(l) as' pendlnga. determination by theagency.
becausea licensee of the exclusive right to follows: Such a filing shall normally.be at the, ,
use or sell any subject invention In the United contractor's own risk and expense.
States is in breach of such agreement:' (8) If the subject invention occurred under However, if the agency' subsequently

, 1 " f" , b activities funded by the naval nuclear " refuses to allow the contractor to retain(k),Specla Provisions or contracts Wit.
Nonprofit organizations '. propulsion or weapons related programs of, title and elects to proceed ,WI.lth the .

DOE, then the provisions of this
, If the contractoris a nonprofit subparagraph (c)(1)(B) will apply in-lieu of' patent application under government, '

organization, it agrees-that: paragraphs (c)(2)'and (3).In suohcaseathe ownership; it shall reimburse the.» "
(11 Rights to-a subject invention in the contractor agrees to assign-the government .contractor for the cost of preparing, and.

United States may not be assigned without the entire right. title, and interest thereto filing the patent application.
the approval of the Federal agency, except throughout the world in and to the subject (b) If the .circumstances of concerns'
where such assignment is made ban ,,' invention except to the extent that rightsare which. ongin..allyled the agencyto ',' "'.'..
organization which has as one of its primary retained by the contractor through-agreater ...,' . invoke an e.~cep.tion under §'.40:l.a(a.)...ar.a.. -functions the'management of inventions,' rights determination 'or under paragraph (e); I .. .
provided that-such assignee will besubject to below-The contractor. or an employee. not applicable, to the actua subject'", .' ,
-the same.provtetone as the oontraoton ~;. -: tnventor.wtth authorization of-the'contractor. , invention or,are no,longer valid because',-

(2). The Contractor will·share royalties may submit.a ,request for gre:ater-rights·at the' of subsequent events, the, agency ,should·,
, collec,ted on a subject invention -.with the , time the invention is disclosed or within a allow'the' contractor to retain title to the':
,inyentQr, includingFeeleralempl0l:'~e.co·" reas9nable time thereafter.,DOE.will process inverttion'on the' same conditions'as '
inventors (when the agency deems it- :'. such a request in accordance w.ith procedures would have,' applied if the staild~rd .
appropriate) :whenthe subjecUnventi~n is a(37,eFR 401.15. Each determination of ' , I .. § ( ) h db' d
'assigned:in accordance with 35U.S.C. 202(e), greater tights will be subject to pa.ragraphs " cause 'at, .401.14 a a een.lise. ~' '
and 37CFR401~10;' " ' (hHk] of this clause,and such 'additional orighially, unless- it has been n~e:nsed.: '"

(3)The balance of any'royalties'or irtcome ' conditions, if.any. deemed to be.,appropriate (c) If paragraph (b) is not applh:::a.QI~t...
earned by the'contractor-with 'respeot"to by the,Department,of Energy. ' the agency shall'make its determination-"
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government license right~"in'such
applications.· ,

(d) A determination no,t to allow tlie
?~ntra~t()~, toretain title'.to' a aubjecf" '
mve'llhon or to restrict or condition its'
title. "With .ccnditicns differing, from-those
in the clause.at § 401.14(a), unless made
by the-head of the agency. shan be
appealable·by the contractor to an
agency official at a level above the
person whomads the determination.

.This appeal shan be subject to the

01. 52. No. 52! Wednesday_March 18.,198~ !'R'u!'d' " , " ' es an ,:Regulations

'j

,:,=' , ether its
-; __ :, :,,;,'.-- "",:,-".--.,:',: ,'.': ,i'ding' e.Inventicn will

----:.-' ~j..~:~ .'lte~the.policies and ,c,.,
objectives of 35 U.S.C. 200 than will
contractor ownership Df--the Invention.
Mo~eover;iHhe:ageni:y:is'con~erned""
only about-speCific uses __or-appllcatlons "
~f- th~--invention-.-·,it:shall"conside~.leaving

, title-in. the 'contractor'with'sdditional
conditions imposed upon the "
contractor's use of the invention for

.such applic'ations:oi:with:expanded

~c

,V:
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