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Dear TLO:
Congratulatlons on jOlnlng the UTC/UnlverSJty team.

Your letter of employment is with the University, but UTC provides 1n the finan-
cing for the position.

The purpose of this letter is to describe, in general terms, your duties
and to set up a scheme whereby your performance can be evaluated., The details of how
to perform these duties will be covered during your training at UTC headquarters, but .
the attached document will give you an overview of the position.

Your performance will be formally evaluated at the time each quarterly report is
submitted to UTC and the University. Specifically UTC expects:

- 1. A disclosure rate of at least cne viable disclosuré per million dollars of
scientific research. This rate should be attained by the fourth quarter of
your first year. Currently, the University's ocutside support is per
year., '

2. Quarterly reports showing increasing disclosures and progress towards
the TLO Plan of Action as outlined in the attached manual. :

3. Continuing initiative taken with all UIC Licensing Executives.
UTIC's success is based in large measure on your success, SO your continuing
employment and compensation will depend upon the results of your evaluatlon each

quarter.

Welcome aboard and let's get to work.

Yours sincerely,

John A. Fraser _
Executive Vice President

REVIEWED AND ACCEPTED:

TLO _ : Date
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TECHNCLOGY LIAISON OFFICE TRAINING MANUAL

The

UTC Concept and Organization

Role Of The Technology Liaison Officer

Organization Of Technology Liaison Office

— Charter Of Technology Liaison Office

- UTC Computer Program Flow Chart

- TLO Secretary's Handbook . -

. = Forms

Promotion On Campus

- Inventor Incentive Plan

- Disclosure Promotion Procedures
Disclosure Process

- Compleﬁion Of The Disclosure Form
- Interview With Faculty Member

Preparation Of The Executive Summary

- Preparation Of The Technical Package

- Interacting With Your Patent Attorney; Patent Opiﬁions
And Filing Applications |

Marketirxy Process

- UTC Procedure

- On Campus Visits

- Licensing; The TLO's Role

- TLO Follow-Up On R&D Contracts

7) Background Dccumentation
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The follbwiﬁg press release ig indicative of the baékgrbund of why UTC was formed
and indicates in general terms the purposes and marketing strategy of the company.

Following the press release are a series of short paragraphs giving the major fea-

tures of UTC's business, its officers, and its procedures.

** DPress Release **

Corporation Formed To Help Transfer Of Technology From Universities Of Industry

Durham, NC - September 3, 1986

University Technology Corporation (UTC) has been formed to solve the problems of
getting the intellectual innovatipns of U; S. universities to the appropriate U. S.
companies. UTC is starting with financihg of $3.5 million and exclusive signed lic-
ensing contracts with The Georgia Institut-:e of Technology, and the Universities of
Maryland and Cornecticut. |

"Aﬁerican university researchers are making some of the most exciting advances in
thé world, but getting those inventions out of the labs and into production is often
a secondary concern," says Carl B. Wootten, President of UIC.

UTC, as the exclusive agent for licensing most forms of technelogy from these
universities, will identify the imnovations, find the most likely potential users,
and negotiate the licensing terms on behalf of the universities. Where it is appro-
priate, UIC wiil obtain venture capital to develop and market the invention.

Says Wootten, "UTC is already playing the essential role of making sure that
advances that Could benefit the national economy dé not languish in an isolated
laboratory. We intend to play the facilitating role similar to that often played by
government departments in Japan, only we will do so as a private sector company."

Wootten co-founded UIC after seeing the problems and opportunities while the
Director of the patents program.at the University of Virginia ahd then Duke Univer-

sity. He was responsible for technoleogy transfer programs at both institutions.
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UTC's approach of having a full time spec1allst on campus and a separate group of
licensing spe01allsts is unique in the U. S.

The other co-founder of UIC is Stanley P, Fisher, a noted patent attorney.

Whilé Gecrgia Institute of Technology, Atlanta Geo;gia; the University of Mary-
land, College Park; and the University of Comnecticut, Storrs, éonnecticut have
already méde UTC their exclusive agent, negotiations continue with a number of other
universities.. | |

Conﬁracts with these universities provide for a 50/50 éharing of compensation or
income that results from a license. UIC's income will come only as a result of
successful licénsing arrangements, a strong incenfive. |

Collectiveiy, the three signed universities undertake relevant research of over
$150 million per year.

Says Wootten, “"Companies can approach UTC to tap into all this valuable research.
To them, we are like one-stop shopping. One enquiry with us will tell them what is
available at several universities and provide a business-like organization with which
to negotiate. Our unique approach simplifies the apprdach of technology transfer.”

The $3.5 million financing was.just raised in conjunction with the Atlanta based
investment banking firm of Robinson-Humphrey, Inc., a'subsidiary of American—Express.
Among the investors are a number of prominent business leaders in the Southéast,
Robinson-Humphrey and several Japanese business persons.

UTC has started with seven employees and is located in Dﬁrham, North Carolina
near the Research Triangle Park.

As part of its early growth, UTC is assisting iﬁ estéblishing a similar company

(UIC~Japan) to facilitate world awareness of ifs client's research and is working to

-egtablish UTC~Furope.




BUSINESS CONCEPT

Exclusive licensing agent for selected major universities.

Screen all university research

.Idehtify inventions with commercial applications.

Protect the inventions with patents
Locate companies needing the technology.
Negotiate licenses to.use the technology

Share royalties on a 50/50 basis.

TYPICAL UNIVERSITY PRCBLEMS WITH TECHNOLOGY TRANSEFER

Law requires active licensing program
requires cg

Usually assigned as a part time job to an inexperienced and
overworked staff member

Difficult to obtain adequate funding spec1f1cally for

" technolegy transfer act1v1tles

Many inventions presently lost

Faculty upset if not pursued

© VALUE ADDED BY UTC

Support provided for a full time, experienced on-campus staff

" Supervision-and support of the on—campus-etéff

Special computer system for university patents

Highly trained, industry-specific licensing executives

Proprletary data base with technology interests of hundreds of
companies worldwide




UTC STAFF

Car]l B. Wootten - President, Chairman of the Board, Chief Executive Officer

and Treasurer, age 53. From 1979 to mid 1986, Director of Patent Administration at
Duke University. Held a similar position at the University of Virginia prior to
Duke. From 1964 to 1975, Mr, Wootten was an Officer and a Board Member of several
corporations dealing primarily with the Nuclear field. He was responsible for the
formation of Iradaco, Inc., a new type of irradiation sterilization facility. Prior
to this he served for eight years in management and administrative positions with the
U. S. Navy. Mr. Wootten obtained hls Bachelor of Science degree from the U. S.
Naval Academy in 1956.

John A. Fraser - Executive Vice President, age 40. From 1984 to mid 1986 Mr,

Fraser was a private consultant in Toronto, Canada in the area of business development

of technology products. From 1980 to 1984 he was Vice President of a $15 million
Toronto based venture capital company. From 1973 to 1980 he was a senior officer at
the Natural Sciences and Engineering Research Council (the Canadian equivalent of the
U. 8. National Science Foundation). Mr. Fraser received a Masters Degree in Biochem—
istry from the University of California at Berkeley.

David W. Strevel, Ph.D. - Licensing Executive, age 39. David was most recently
Manager for Technology Assessment in the computer area at RJIR Nabisco headquarters.

In this job he evaluated many different lines of computer hardware and new software
products. David has managed several sofiware development projects in the dental and
medical fields and was Assistant Professor at Bowman Gray School of Medicine for seven
years. He has a Bachelor's and Master's degree in electrical and computer design
engineering from the University of Michigan and a Ph.D. in Decision Science from the
Wharton School of Business. :

Jacob W. Maczuga - Licensing Executive, age 38, Mr. Maczuga will join the Com—

pany on August 1, 1987, rounding out UTC's technical capabilities in the areas of
chemicals and chemical engineering. From 1984 to present he served as Engi-
neer/Scientest at Western New York Technology Development Center and from 1980 to

1984 as Develcopment Engineer for Allied Chemical. Mr. Maczuga has a Bachelor's degree
in Biochemistry and a Master's in Chemical Engineering. He has been responsible for
licensing and development of start-up companies for the New York University system for
the last several years, and is experienced in the licensing of university technology

. to industry.

Edward F. Horne — Associate Licensing Executive, age 30. From 1984 to 1986,
Marketing Specialist — Analyst for Gregory Poole Equipment Company in Raleigh, North
Carolina. His duties included development of procedures for making five year sales
forecasts and annual updates to the forecast, preparation of five year economic fore-

-casts and monthly sales analysis for the sales department. In 1983 he served with E.

Boyd and Associates with responsibility for coordinating the flow of frozen poultry
from the plant to overseas customers. Mr, Horne has a Masters of International Man-
agement from the American Graduate School of Internatlonal Management in Arizona
awarded in 1982,

The licensing professionals are supported by an Admlnlstratlve Staff of four
excellent people who handle the financial and administrative functions of the

company .
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UTIC BOARD OF DIRECTORS

Carl B, Wootten, Chaixman, Chief Executive Officer and President.

Charles B. Heustis. From 1966-1986 was Senior Vice President of
Finance for Duke University. Previously (1958-1966) was Director
of Finance for Hughes Aircraft Company.

Norman A. Jacobs, President and CEO, Biotechnica, Internaticnal, Inc.
Mr. Jacobs was past President of Bmicon Division, W.R, Grace from
(1982-1985) and was President of Amicon, Inc.. Was a founder of the com~
pany in 1962. '

Edward S. Croft, III, Managlng Director and Director of Corporate
Finance, Roblnson—Humphrey, Inc.,

Stanley P. Flsher, Director, Secretary and co—-founder of UIC,

Mr. Fisher is "of Counsel" at the law firm of Oblon, Fisher,

Spivak, McClelland & Maier, P, C. and was a founder of the firm.

Mr. Fisher was previously a technical writer for the Navy Department
and served as Patent Examiner jin the U. S, Patent Office for four years.

Additional two from investors




— ' . UTC BOARD OF ADVISORS

"= Dr. William T. Davis, Director of Licensing, Pfizer, Inc.
(1973~Present). He has held prior positions in licensing
and science with Squibb, Inc. Ciba-Geigy, Inc. and Abbott
Laboratories, Inc.

— '~ Roger F. Drake, Director of Advanced Technology, American
Technology and Ventures Division, American Hogpital Supply Corp.
(Now part of Baxter—American). Mr. Drake has sixteen years
experience in licensing and science with AHSC. Organized the
L centralization of research for AHSC, and directed the Corporate

! Technology Center for nine years.

; (ﬁ . - Robert Goldscheider, Esq., Chairman, International Licensing
e : Network, Limited. Past Vice President, Licensing Executive

Society. He is an International lecturer and consultant on
— ‘ technology transfer and licensing.

- Preston W. Grounds, Manager, University-Industry Liaison
Program and Associate Director for Research, The Proctor

B and Gamble Company, Inc. He has held several research and
(L business management areas for Proctor and Gamble for the last
twenty years.

| ~ Shozo Sactome, President and Chairman, DIA Research Corporation,

o Tokyo. He set up by Mitsubishi as an advanced technology and business
. forecasting company for the Mitsubishi Group. He was previously

(} Chief Patent Counsel, Mitsubishi. Chemicals and Past President of

L LES Japan. Mr. Sactome has received the "Blue Medal" twice from

Emperor - top honor in Japan for industry and the only one twice

so honored.

. - Robin J. Skelton, Esq., Senior partner in March, Pearson,

o & Skelton, Manchester, Eng. Mr. Skelton in a Past president, LES
U.K. and Chairman, LES University-Industry Committee. He is the
‘Director of several companies in the U.K. and founder of the
Manchester Science Park, a joint venture with universities.

- Mr. W. Bjorn Eriksen, President of Danish Technology Transfer,

; which is a new company he formed this past summer. Previously
T Mr. Eriksen was the Director of the Danish Invention Center where
he handled all of the technology from Denmark as part of the
Danlsh Goverrment.

T . = Dr., Joseph J. Curry, Vice Presjdent, Hambrecht & Quist Technoclogy
DL Partners, Inc. Dr. Curry has been involved in semiconductor
manufacturing technology since he joined Bell Labs in 1969.

Since then he has served as V.P., and General Manager of Storage
Technology, Microtechnology Corporation, Senior Director of

- semiconductor manufacturing at Four-Phase Systems and has

T operated his own consulting company, Semiconductor Micro-

. electronics International.




. UNIVERSITY TECHNOLOGY LIAISON OFFICER

In order to assist the University in locating and hiring appropriate candidates
far the position of Technology Liaison Officer at the University, UTC has prepared
the following outline of the type of person we feel best suited to filling this role
and maximizing the University's disclosure rate. Obviocusly, these guidelines are not
"cast in stone", but experience has shown that a person who meets these general
requirements has the best chance of performing the required functions in an outstand-
ing manner to the benefit of both the University and UTC.

Education

The candidate should have a University degree in the Sciences or in Engineering,
with advanced degrees helpful.

Preferred Experience

Prior working history should include familiarity with a range of technologies
and/or sciences.

A history of practlcal working experience with product development of a technol-
ogy based product in a research management role would be of particular help.

Must have encugh work history to be credible to the faculty, but should rot be at
the retirement age, which many times tends to result in a lower energy level than is
needed for this p051tlon.

Must have a proven organlzatlonal ability and the desire to create this new cam-
pus office.

Other Attributes

Must have good verbal and writing skills, with an outgoing type of personality.

Must show demonstrated administrative ability, follow through and completion of
assignments with particular attention to detail.

Must be flexible and have the ability to respond promptly and faverably to work
pressures,

Must be a "shirt sleeves" manager, who will not be adverse to meeting the faculty
in their laboratory and will respond promptly to faculty requests.

Must have an appreciation of the important factors in the University environment,
and be sensitive to the politics of University interaction between faculty amd staff.

Must be willing and able to serve as a staff arm to the faculty to assist them in
the administrative details of invention management.

As previously stated, these quidelines are for review and comment by the Univer-
sity, and are presented in the hope that they will provide a useful working tcocl to
assist the University in finding the right Technology Liaison Officer.




ROLE OF THE "IECHNOIOGY--LIAISON OFFICER

The role of the TLO in the overall operaéion is a critical one, both from the
University's and UTC's standpoint. | ’

Without the TLO, the faculty does not have anyone to consult who is versed
in patenting.proéedures and rules, and conSQQUently many inventions are lost via
publication or inadvertent disclosure.  Without the TLO, the faculty does not have
anyone to translate the technical jargon of the invention to something meaningful in
the eyes of the busineé;man who must review it énd make the decision to invest cor—
porate funds ih’its'ﬁeﬁelopment, Most importantly, without thé TLO, UTC deoes not
have the flow of golid disclosures to t;ke to industry.

~ Thus, the TLO ié one of the most critical elements in the entire technology
transfer process.- Without the TLO's continuous supply of disclosures, the financial
base upon which both UTC and the TLO's position at the University are based cannot be
maintained.

The following pages contain the descriptiéﬁuof the TIC'S position and the
advertisement describing the positioanent to the University, as well as copies
of the contract clauses pertinent to the p;sitiqn.

By way of guidance, the TLO is expected to build the disclosure of inventions.to

a rate equal to at:least one disclosure per $1 million in hard science research.

This rate should be attained by the end of the first year.
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ADVERTISEMENT FOR TECHNOLOGY LIAISON OFFICER POSITION

UNIVERSITY TECHNOLOGY LIAISON OFFICER

University TechnologyJCorporation is a company in the business of identifying
university research with commercial potential and managing the transfer of the
research to an interested industrial corporation.- _

UTC is seeking three unique individuals with industrial technical and man-
agement experience to take leadership of its program at three universities to
enhance and increase activities in the areas of university technology identifi-
cation and development cn the selected university campus. '

These universities are the University of Connecticut at Storrs, Comnecti-
cut, the Georgia Institute of Technology at Atlanta, Georgia, and the Univer-
sity of Maryland at College: Park, Maryland.

Duties include:

- Majintain liaison with university researchers, administration
and UIC;

- Review research underway at the university and actively seek
out research with commercial potential;

- Coordinate with faculty and UIC the review and processing
of each potential invention;

- Provide support to faculty members in the administrative details
of invention management.

Attractive candidates will have a substantial background in at least one
science or engineering discipline, approximately five years of practical working
experience with product development of a technology based product in a research

. management role, have acquired familiarity with a broad range of technologies

and have a proven ability to recognize the commercial possibilities of research
work. The individuals must have the technical expertise necessary to elicit
the confidence of individual researchers. They must also have excellent writ-
ten communication skills necessary to document and communicate technological
information to diverse audiences. They must have a proven organizational
ability and the desire to create this new campus activity. They must be a
shirt sleeves manager with entrepreneurial drive. Attractive candidates will
have a knowledge of, and be local to each university.

Each individual will be located at and employed through the university to
assist faculty to prepare documentation for UTC to seek commercial interest,

The salary will be in the $35-50K range depending on qualifications with
unique performance incentives. The universities and UTC are seeking multi-
talented, high energy level individuals to spearhead this increasingly impor-
tant university activity.

Please send resume and ﬁame of three references within four weeks to. UIC,
5012 Butternut Road, Durham, North Carolina 27707.

This is an equal employment opportunity.



EXTRACT FROM UTC/UMCP AGREEMENT
5 : s

"UMCP agrees to jmplement under the authority of a senior UMCP officer, a full-
time Technology Transfer Office as described in Article IV. A. of this Agreement, and
to promptly disclose to UTC all technology subject to this Agreement. The full-time
Technology Transfer Officer, who shall be a WMCP employee or employees of its desig-
nee, shall be identified and trained by UMCP, assisted by UTC, and shall have duties
including he following:

A. Maintain close contact with the research faculty to insure and encourage
maximum disclosure rate and patent awareness of faculty.

B. Based on advise of patent counsel, advise UMCP and UIC as to the patentability
of identified technology which UMCP desires to be patented and actively pursue
patenting of such technology.

C. Assist faculty inventors and provide in-laboratory consultation in prepara-
tion of disclosures and marketing documents, etc.

D. Prepare and submit monthly reports to UTC as called for in the UIC technology
tracking program, and such other reports as required by UMCP,

E. On behalf of both UTC and UMCP, monitor additional research funded by
grants from licensees who have taken licenses through the efforts of UTC.

F. Prepare marketing documentation for all inventions in consultat:on with UTC,
such as Executive Summaries, Technical Packages, etc.

G. Operate said Technology Transfer Office in conjunction with the automated
technology. tracking program provided by UTC.

H. Conduct faculty awareness workshops/seminars regarding technology transfer
opportunities and UMCP policy/employes obligations regarding inventions.

I. Arrange on-campus corporate visits for potential licensees.

J. Acquire, prepare or arrange for and submit all necessary documentation to
protect the interests of the inventor, UMCP and UIC, including patent opinions and
technical packages and appropriate government reports. :

VII

It is understood between the parties that the performance of the UMCP's Technol-
ogy Transfer Office is critical to the intent of this Agreement, and that UTC may,
from time to time, convey written recommendations to UMCP for setting the procedures
of the Technology Transfer Office.”
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2.4 PROMOTE CCLIABORATIVE AGREEMENTS WITH INDUSTRY

If an invention is not de%eloped to a stage where it is ready for transfer to an
industrial client, the Office of Technology Liaison will with the assistance of UTC
where applicable, jdentify and encourage collaborative agreements with industry to

facilitate technology development and utilize commercially feasible scientific dis-—
coveries. The Office will:

*act as liaison with the Office of Sponsored Programs
*if needed, aid in the preparatibn of proposals

*track progress of the work to help assure client/researcher interaction and
project success

*interact with State and local Economic Development Agencies as necessary

2.5 FULFILL CONTRACT OBLIGATIONS

The Office will assist in the fulfillment of the terms of research grants and con-
tracts so as to

*comply with federal laws and regulations regarding inventions when federal-
research funds are involved

*comply with obligations of collaborative "technology development and utiliza-
tion agreements" with industry

*where applicable, draft or review University/Industry agreements before signa~
ture by University officials

3.0 SIX-MONTH TIMETABLE FOR INITIATING THE PROGRAMS (STATUS AND PLANS)

The following five sections list the plans and example of specific actions
designed to initiate Charter Programs within the first six months of operation.

3.1 PROMOTE INTEILECTUAL PROPERTY PROTECTION :

-Publicize the Office, achieve positive
publicity for the University and UTC

Campus Paper ' Month One

Business Section of local paper o
« and major area paper Month Two

-Make presentations to campus groups
concerning Office Services

At least onhe per month Ongoihg

-Distribute new and Comprehensive Invention
Disclosure Forms | Month Three




-Coordinate seminar by Legal Counsel to
faculty and interested administration

-Distribute an educational Brochure to
faculty

3.2 ENCOURAGE RESEARCH

~Present Invention Disclosure Incentive
Plan and have approved by University

-Publicize Incentive Program (campus papers)

3.3 TRANSFER TECHNOLOGY

—Complete initial action items for all prior
disclosures and recommend action to UTC

Month Five:

Month 5ix

Month Two

Month Three

Month Four

3.4 INTERACTION WITH SPONSORED PROGRAMS ON NEW GRANTS

-Design a system, with the Office of
Sponsored Programs for entering and assigning
keywords to new contract and grant awards

-Debug and test UTC database system

~Finalize system and begin operaticns

3.5 FULFILL CONTRACT COBLIGATION

-Design a system, with the Office of
Sponsored Programs, for making interim
and final government reports
Debuyg system
. Finalize System
-Review various agreements and Memoranda
of Understanding for University researchers
involved in industrial client relationships
involving patent agreements
Complete review of prior agreements

Review new agreements

Month Four
Month Fiwve

Month Six

Month Four
Month Five

Month Six

Month Two

Ongoing




OFFICE OF TECHNOLOGY LIAISON

|+ 1.0 CHARTER

3 Provide expert guidance, support and assistance to: safeguard intellectual property,
4 encourage research, facilitate technology transfer, promote collaborative R & D

' agreements with industrial sponsors, and assist in fulfilling terms of research
grants ard contracts in order to provide maximum benefit to the public and the Uni-
versity.

2.0 PROGRAMS

2,1 PROMOTE INTELLECTUAL PROPERTY PROTECTION

In corder to safeguard the intellectual property of the University, the Office of
Technology Liaison will provide materials and educational services to researchers in
the following areas: .

n *patentabjlity (requirements for obtaining a patent)
© *the invention disclosure process

*guidelines for technical records and documentation of inventions

2.2 ENCOURAGE RESEARCH

The Office will provide individual incentives to inventors in the form of:
= *professional recognition and

*financial compensation

| 2.3 TRANSFER TECHNOLOGY

1 - The Office will act as a technology liaison to link the goals of the University to
N opportunities in the industrial sector through 1nteractlons with University Technology
L Corporation (UTC). The Office will: :

: — *review University Policy in the areas of research, technology development and
S intellectual property protection;

*recommend modifications of policy to include new incentives which are consis—
tent with the spirit of the University;

; *seek out and identify opportunities for technology transfer and serve-as a -
e liaison between University researchers and University Technology Corporation;

*Jdevelop and nurture interactions with industry for technology transfer;

*maintain an awareness of technical expertise and individual accomplishments of
University staff to promote research and technology deve10pwent at the
University.
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UTC COMPUTER PROGRAM FLOW CHART

The following pages describe, in flow chart format, the functions of the Tech-
nology Liaison Office. The charts are divided into five main areas and show how each
section: is interconnected. ‘

-Grants and Contracts: The liaison with Office of Sponsored Programs to identify
new research and introduce the TLO to individual researchers.

-Receipt of Invention Disclosures: Tracks a new disclosure to the decision point

of proceeding with marketing or obtaining a patent opinion.
. /

. =Marketing: Delineates TLO action required to provide UTC with documentation for
marketing. ‘

-Patent Opinion: Shows TLO action needed when patent opinion required to bring
the invention to the marketing step, reject it or put it in abeyance.

—-Government Reports: Tracks inventicn reports required on government sponscred
research.




- . FLOW CHART. Fase
0o Technology Lisison Office
Legend: |

r CE = Computer Entry Reguired A = nmediate Action

_ DL = Disclosura Loa DS = jnwention Data Sheest
O FL = Form Letter : | KW = Kewuords

- FU = Follow Up Action Reguired MOS = Monoclonal Deta Sheet
n GC = GBeneral Correspondance TP = Technical Fackagea
o ' BF = Grants File W = Volksuriter
" GR = Governnent Report AR = Cross Eeference Fie
ix
ST Grants & Contracts
| | Receiet of Auard

L Assign Kk: 1 Paraoraph

| Description .%Eﬁesearchers

- A

| Congratulations |

|FL, 3 Mersions
FU & months

Te]ephnna»’_\}i:si'i'
L

I Fae] - 1 13 i MM-J—
. CE: Archive at o recam receieT of inw
Y end of contract Dtc::‘h:aaure* Pg. 2




Receipt of Invention Disclosure e

: - Disclosure Received
E o | A
| @ Weeks Check for Completness|
[ ar
TN
_ A IR
’ | Y v
g*“ . Mot Completa |
I /\ ) ‘
el
' | {Return To Inventor
Tl CE: GC: FU -
o Vi
e | | Assion KW CE: OL, DS/MOS, &,
= _ A wR: GF, 181, K
" IA
e | ' v
» | Foruard to UTCL
| 2 Mesks
| .E — +
el Achion
Witk UTC LA (‘CE: LAE am O
or
' \r
e N / ,
_ - |To Marketing To Patent Opinion

Faoe 3 ‘ RPage 4




‘‘‘‘‘‘

Mai"‘kE'i'iﬁQ .- | . Page @

Action FReviewed

< with UTC LAE
= MWesks _ Fram Page 2
|
| \L 1A
| From Patent|  reeost B8 —CE ES on WX
: - NV Pa-;e 4 )
Moo Iy
~ Y Review i CE: Final ES on A

: : To Gowvernment
R Feport Page S

0=k . foryarded
+o UTC

| I
- | | e TE: TP on W
! i

LE Forward to Inventor |
For Feuew FU

8 ' ' 2 baaks
Coments Recebsed
From Inuentor

2 Days

[Final Bent To irwertor | CE: Reuvised TP on V»
For Reviewr FL

1 | | Week

Receipt of Final TP ——>CE: Final TP on WX

- i

. | . Y.

- Disk =ent to WIC
(. : with seolicabls documsnts




Reial Rction
With UTC L~E
From FPage 2

i

| Patent COpinion — FL

Reﬁuesf For

Feceipt & Fevigw

J =8 D.sus

Pafen'i' DOeinion

CEs DS

OFf Opiricr
If

N

A

Forward To rverntor

For Feview: FL

1 Weel

Comments Receivead
From Imosntor

Ta Marketing
Fage 3

Fesernd For
Revised COpinion

Z MWaeks

' Y 4
Fecaipt OF
Revisad Deinion |

To Gowt.

Reqports
FPage O

| o | or |
~
Re jected g n-ADEYance |
A .
LaTter To hwventor
[ ) —
& I8\ -
Latter To iventar M 7
N
_ w
V4 1+ v
Llose File 2 R IPut In—Abeyance
Archiver LE = |CE: D5, 1, K,
DS, &, KW, DL
oL, GR
Z SU
~
<

To Marketing
Fage 3

Reactivate CE:
DS, &, kb, DL




Government Reports ee-s

.
| Flf:_‘i'iDn Reuvisuad - | Opinian or Revised Inwention
~ with UTC LB Opirion Received In Absyances

From Page 3 From Page 4 From Page 4
[ = : | f
g | \/k1 | IR Y &

> ¢
) N
- N Initizl Feport
= CE: GR T Comnerces
| Fl, FU
Potobear

Bach yaar

Y
Rnnual Feport
To Doumstoa
Fi, FU

)
Q
G
Al
L]
]
3]
Py

Inverntion FReiected
B | Fron Fage 4

"

- Imitial and
CE: GR Final Letter
To Commstos

C]

N

Mo Furthear
Reports
Reguired




N B

TECHNOLOGY LIALSON OFFICE SECRETARY 'S HANDBOOK

1. Secretarial Office Procedures

Al Telephone

l. Incoming Calls - Maintain pleasant and courteous telephone
manner at all times.

‘a. On each incoming call obtain person's name, who they
©  are associated with and what the call is in reference
to. This is done so that the TLO can access the
appropriate file from the computer system for the .
telephone discussion.

2. Outgoing Calls - Long distance calls associated with invention
management should be made on the office telephone. All other
long distance calls must be charged to a separate account.

1. Incoming Mail - All correspondence should be date and file
stamped and logged in on the computer by the Secretary, and
given to the TIO for review. This system has proven
to be very efficient and allows jmmediate response on a daily
pasis to most correspondence.

2. Qutgoing Mail - To be sent out at least once a day, unless it
is urgent, in which case arrangements will be made for
immediate mailing, e.g. Emory, Federal Express, Telefax, etc.

C. Office Supplies - An inventory of supplies is to be made at least
monthly. A list of supplies is maintained in the office and should
be kept up*to~date. See Appendix A for bhasic regquirements.

D. Filing - All filing should be maintained on a dally basis due to the
constant need for referral to the files.

ITI. CQutgoing Correspondence

A. Two copies of all outgoing correspondence associated with inventions
‘will be made, with one copy filed in the appropriate invention file
and one copy filed in a chronological file.




i ; III, Procedures For Invention Disclosures

A. Make sure all signatures have been obtained and sponsor section
is complete. If not fully executed, return to the Inventor(s) with
appropriate instructions. These must be signed completely by all
parties, including the witness and inventor (s) signatures inside the
disclosure document. Do not stamp, log in or assign an ID # until
| complete.

Date and File Stamp each Invention Disclosure Form as received, but only
| : when it is complete.

1. Assign the calendar year, sequential number to the
invention, €.9., 02-86—002 {(This is the 1nventyon ID
number) . .

~ 2. Complete the following computer entries:

a. Invention Data Sheet .

L b. Record appropriate follow-up dates for government
sponsorship, if applicable, check of publlcatlon
status, etc.

éuf . ¢. Invention Status Sheet.

}j - C. Review by TILO with Inventor(s) for initial decision on

acceptance/in-abeyance/rejected and verification of keywords.

1. If rejected, forward only the Invention Status Sheet to
UTC for concurrence. If UTC concurs, prepare appropriate
government report (if applicable) and file in Rejected
files. '

2. 1f "in-abeyance", forward entire disclosure to UTC for
concurrence. 1f UTC concurs, file govermment report
accepting invention for govermment purposes, and place in
appropriate follow-up with the inventor (s).

3. If accepted, forward entire disclosure to UTC for review
and assigrment to responsible LE, Prepare goverrment report, if appli-
cable, and put on appropriate follow-up.

= D. The TIO, in conjunction with the inventor, prepares an
P Executive Summary and Technical Package. These then need to
be typed into the computer for future use along with sending
the Executive Summary and Technical Package to UTC on a floppy
disk for review by the responsible LE.




IV. File Set-Up And Maintenance

Al Set-up the Invention files in the following manner:

1.

24

3.

a.

Ce

Technical & Patent Files:

White, long tab on 8-1/2 x 14" manila folder with

the label on the left hand side. There will ultimately

be several technical and patent files for each invention
for such items as Continuations-in-Part (CIP's),

Divisional Applications (DIV's), and a variety of forelgn
filings, such as individual countries and/or Patent
Community Treaty (PCT). These files contain the Invention
Disclosure Form ard all technical ard patent (legal) infor-
mation and correspondence associated with the invention.

Green, long tab on 8-1/2 x 11" manila folder with the label
in the center. This file will contain govermnment reports
and all government correspondence associated with the invention.

Blue, long tab on 8-1/2 x 11" manila folder with the label
on the right hand side. This file contains correspondence
with the inventor (s) concerning internal matters only.
Correspondence with the inventor (s) concerning technical
aspects belong in the Technical & Patent files.

Red. long tab on 8-1/2 x 14" manila folder with the label
on the left hand side. This file should be made only when
and Option/License/Research agreement is concluded. This
file contains the original legal document of the Option/
License/Research agreement.

Labels on each file should contain the followihg:

a.

- d.

Technical & Patent file - I.D.#, Title of Invention,
and identification of the file, e.g., U.S. Patent,
PCT, CIP, etc. '

Government Reports — I.D.#¥, Title of Inventlon, Government
Agency involved.

Inventor Correspordence — I.D.#¥, Title Of Invention,

Primary Inventors Name,

Option/License/Research ~ I.D.#, Title Of Invention and
Company Name. :

Hanging files are to be set-up with corresponding colors and

. tab locations for each invention.

Other files —~ General correspondence and General information files
are to be set—up as desired by the individual TLO.



™

V.

Future Improvements

A. . As the system is refined, Executive Summaries and Technical
Packages, including additional technical information requested
by UIC (addendums to the Technical Package) will be sent by
modem directly to UTC's computers. '




APPENDIX A
Basic Supplies Needed

Date Stamp -~ See attached

File Stamp - See attached

High Density Floppy Disks
8 1/2 x 14" Manila Folders

8 1/2 x 11" Manila Folders

*Hanging File Folders

Labels:

White - Long
Green — Short
Blue Short
Red - Long

_Hanging Folder Tabs:

White - Long
Green ~ Short
Blue = Short
Red -~ ILong

Other various office supplies




- The follouing stamp should be procured to serye

L - as the loa in of inventions and separation to the

f appropriate files | |

B Jul 15 1987 Date Stane

B | University Nana

- File TP | —— Technical & Patent

I B _Sfambﬁ Inw.Corer. — Inventor Correspondence
: _ Gow.Ret. — Ooverment Report

Gl ' — OptionsLicenze

o Visits —— Misits

| Geninfa ——  Gereral Information
Otrar ——  Other
o | Losged In —  Logged In Date

| LE —  UTC Licensing Executive
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UNIVERSITY TECHNOLOGY CORPORATION

| (University Name)

s INVENTION DATA SHEET

- _ ~ I.D.No. . o

= Discl. Date

. TECHNICAL TITLE:

LAYMAN TITLE: o , : . Discl.Date

‘ Inventor (1) ' ' Dept. ' Royalty %

" Inventor (2) - Dept. Royalty %
Inventor (3) ) Dept. ' Royalty %
Inventor (4) - Dept. Royalty %
Attorney: _ Docket Number
Govn't Sponsored: Y N C/G Number

-------

STATUS INFORMATION

Initial Patent Opinion: Received:
~ Comments: -
Nat Revised Patent Opinion: Received:
Comments:

Initial Report Sent To Sponsoring Agencys

Armual Report 19 _; : 19 ; 19 ; 219 ;o
; Patent Application & Assigmxeﬁt Filed:
f Declaration Executed: Assignment Executed:_

11 Small Entity Status Filed: ¥ N

P Rejected/In-Abeyance: Archived? ¥ N




Published -

Accepted

a
@

Date

Submitted

Date

PUBLICATION STATUS

Journal

ot
—
Tn—
—
——

DIV I.D.#
DIV I.D.#
DIV I.D.#
DIV I.D.#
DIV I.D.#
DIV I.D.#%
DIV I.D.#
DIV I.D.#
DIV I.D.#

CIP
CIP
CIP
CIP
|CIP
|CIP
CIP
cIP
CIP.
CIP
CIP

}
1
1
i
|
i
|
I
|
|
|
I
|
]

|
i
]
]
|
!
1
i

PATENT STATUS
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Date
N/A
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UNIVERSITY TECHNOLOGY CORPORATION

{University Name)

MONOCLONAL DATA SHEET

I1.D.No:

Disc.Date:

TITLE:

Inventor (1) N Dept. Royalty 5
Inventor_(é) Dépt. Royalty %
Invéntor (3) Dept. ‘Roya-lty s
Inventor (4) Dept. ﬁoyalty %
Government Sponsored Y N - C/G No.

'PUBLICATION STATUS

- Submitted ©  Accepted Published

Journal

Monoclonal Summary Sheet Received

STATUS INFCRMATION

Request For Release To Spons. Agency Received

Publications Received

Release No,

Licensed: Y N

Rejected/In-Abeyance: Date:
Conments:




(University Name)

dkdkkdhkhkhhkhhdkhkdkkik

Disc. No. .

I.D.No,. -

RE: REPORT OF INVENTION DEVELOPED UNDER FEDERALLY FUNDED RESEARCH

1. Type of report: Initial Anmual as of
2. Agency |
3. Contract: _ Starf Date:
Grant’ . : Start Date:
4. Title: |

5. Inventor(s):

6. Date of disclosure to University:

7. Description of invention:

- 8. Status of U.S. Application:

. 9. Recorded assignment to University:

10. Publication status:

Journal Accepted Published
Copies §f published papers enclosed: Yes No
11. Publications ban by agency requested: Yes No -
12. Flections of title to be made by:
13, U.S. Application to be filed by:
14, Foreign filing election to be made by: .

15, Utilization of invention:




Page 2 . . 1.D. Number
Date: : .

RE: REPORT OF INVENTION DEVELOPED UNDER FEDERALLY FUNDED RESEARCH

16. Status of development

17. Date of first commercial sale or use:

18. Licensees and Intended Commercial Use:

19 Copy of Application:

20 Copy of Licenses:

2l. Government license status: : . e

22, Copy of patent:
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(University Name)

TECHNOLOGY LIAISON OFFICE

CAMPUS f&Kﬂ«JPION PROGRAM

The following pages are recommended programs for the Inventor Incentive Plan to
be put in place on the campus and to outline the initial promotlonal activities when
the Technology Liaison Office is first started.

Once approved by the appropriate Unlvers1ty administrative officials, they
should be widely publicized.




1.0 Description of the Plan and Potential Benefits

1.1 Description

This plan outlines the mechanism to recognize and award inventiveness at the
University. The awards will take the form of cash payments from the TLO Office
and funded by UTC. Although the amounts are small when compared to the inventor's
share of revenue from a licensed inventicn, an early incentive is provided to inven-
tors to disclose and follow-up on their inventions. Three types of cash awards will
be provided. :

First, the author(s) of each invention disclosure, accepted by the TLO and
approved for marketing by UTC, will be awarded a small cash payment of $50. This
— will give inventors the incentive to complete and submit disclosures. :

Second, a $100 cash payment will be made to the inventor(s) for any filed U.S.
Patent application. This payment will offer an incentive to work with the TLO and
the patent attorney in the time preceding filing of the application. It also
serves as payment for the assignment of rights to the University.

Third, an annual Outstanding Invention Award will be presented to the inventor
(s) for the best overall invention, as determined by an inventor ballot. Presentation
of the award will be made at an annual "Inventors Iunchecon (Dinner)". All inven-
tors, listed on disclosures for the calendar year, and selected University adminis-
trators will be invited to the presentation ceremonies and luncheon. The program
will include the recognitjion of all disclosures submitted during the year and a cash
award of $1000 will be made by UTC to the inventor, along with a plaque
commemorating the occasion.

1.2 COther Benefits

In addition to the benefits described in Section 1.1, other benefits accrue to
the University, such as:

*the awards will serve as an avenue for publicity for the Office of Technology
Liaison '

! . *the luncheon (dinner) and award ceremony for the Outstanding Invention Award
| for the year will provide a forum to remind researchers of the services avail-
able through the Technology Liaison Office.

L *the award ceremony will provide professional recognition for the inventors,
s ‘their disclosures and the inventors' accomplishments.

2.0 Description of the Awards
2.1 Individual Disclosure Awards

Each invention disclosure submitted to the Office of Technology Liaison will be
reviewed by the TLO and UTC for acceptability. Upon acceptance, a total cash award

of $50 will be made to the inventor(s). Each inventor will receive an equal share
of the award. '
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2.2'Assigmment Awards

An assignment payment will be made to the inventor(s) of each invention disclo-
sure which results in a United States Patent Application. A total cash payment
of $100 will be made to the inventor(s) upon assignment of the invention. Each
inventor will receive an equal share of the award. .

2.3 Outstanding Invention Award -

An anmual award will be given to the inventor(s) of the most outstanding inven-—
tion. A $500 cash award will be presented at the annual inventors luncheon (dinner)
along with a plaque. The cash award will be presented and funded by UTC, and the
plague presented by the University. The University will host the. luncheon (din-
nerj}.



TECHNOLOGY LIAISON QFFICE

PROMOTION PROGRAMS
— 1. On opening the office, arrange for a press release on-campus and in
| the local newspapers. :
2. Arrange a time for UTC to give an open seminar on Inventions/Patents/
_fﬁ ' Commercialization (see attached for agenda).
L : _
3. Arrange to meet the Principal Investigators of major contracts to review
{7 _ their technologies and make them aware of the new office.
4, Arrange to meet key University Administrative Deans and Department
. Heads.
MEETING KEY PERSONS
f It is important to identify and meet key decision makers on campus,
P Review the disclosures and identify these people. In your review of their cases,
e determine if it is beneficial to meet them. Ask who the “inventive pecple" are on '
bt campus.

Meet Department Heads and request an invitation to address a departmental meet-
ing. - '

Meet key Deans and Vice Presidents to inform them of the program. Learn of
expectations and anticipated problems. Win their support.

E — Meet key faculty members who have been successful in acquiring company con-—
o tracts. _




UTC SEMINAR

L INVENTIONS/PATENTS/?@P@ERCIALIZATION
m 1. Univeréity'Host-Introduétion; , N
2. UTC - who/Why/Structure
3. University: | _
- Slide of Contract/CGrant § and recent number of discldsures
=~ UIC Incentive Plaﬁ
. - UIC Goal
4, University TLO — who and.Why
5. UTIC Disclosure Forms - Whaf and Why

6. Patenting - Why and When

7. TLO Process:

Visit To Inventor

t

Disclosure Form

- UIC Executive Summary

UIC Technical Package
8. UTC Marketing:

- Database

]

- Inventor Suggestions

Fj . = Others

Visits To University Inventor

P Deal - Option & Research & Development

Closing A Deal
9. Expectations:
-~ Per project - 6 months

- Per university - Disclosures/S$1 Million

-1%j - Compensation

10. Getting Started




TIO LETTER TO UNIVERSITY CDNTRACT HOLDER

Dates
Name/Address
Re: Contract Number
Dear Dr. X:
I note that you received the above contract starting in ' .

I am interested to learn more about your research program ard w111 call you in
one week's tlme. ,

'As you can see from the enclosed news release, my role on campus is specific
action to commercialize research that has excellent potential. This requires a
desire on your part and hard work on my part. ,

I look forward to talking with you next week. If you have any questions in the
meantime, please don't hesitate to give me a call at .

Sincerely,

Title
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ITEMS FOR DISCUSSION DURING FACULTY INTERVIEW

Background of TLO/UTC
Describe TLO/UTC Interaction

Review. the disclosure in detall, follow1ng the Inventlon Disclosure
Form with the Inventor

Discuss marketing strategy as seen by the Inventor

Construct a positive course from disclosure and define follow-up
items needed and time frames/milestones to completion

Explain the procedures from disclosure to marketing by UTC, and
how UTC approaches the marketing

Review "Patent Information" with the Inventor to insure that he
is aware of the procedures

Give the Inventor TILO's initial reaction to the Invention. Be
sure to include negative items, but don't emphasize,

Summary:

Be Enthusiastic

Leave With Positive Ending'
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PREPARATION OF EXECUTIVE SUMMARY

THE EXECUTIVE SUMMARY

The Executive Summary is designed for the busy executive., It should briefly
describe, in layman's terms, what the invention does, but not how it does it.

The following are guidelines for the preparation-of the Executive Summary:

1)

2)

One page maximum

Point to cover:

a)
b)
c)

d)

e)

A summary of the problem being addressed.
A summary of how the invention solves or addrésses the problem.
A paragraph on current results and future work planned.

A paragraph on potehtial market and applications as seen from
our perspective.

Patent situation and licensing statement.
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UNIVEBSITY TEEMNOLDBY COREORATION

South Square Corporate Cenire Suite 210

/'/ // 1A 3710 University Drive  Durham, North Carolina 27707
il (919) 493-0101

CATHETER DEVICE T0 TEMPCORARILY SEAL VENTRICULAR SEPTAYL DEFECTS
POST MYOCARDTAI. INFARCTTON

Executive Summary

Approximately 600,000 Americans are hospitalized each year after having heart
attacks. In 2% - 3% of these cases, ventricular septal defects (VSDs — holes between
chambers of the heart) occur leading to stresses such as right ventricular volume
overload, congestive heart failure, and diminished cardiac output. Such defects have
an 85% early mortality rate.

The Emory University School of Medicine has recently initiated a joint research
program with the Georgia Institute of Technology to perfect a device to temporarily
close such defects when the infarct patient is admitted to the hospital. This cath-
eter-based, non-surgical technigue allows the physicians to stabilize the patient's
condition before surgical closure is attempted. The intent is to allow sufficient
time (10-14 days) for healing of the tissue adjacent to the VSD to occur so that the.
defect can be closed successfully and permanently by surgery. This device is a radi-
cal departure from what is clinically available in the management of ventricular sep—
tal defects post myccardial infarction,

The internationally known Cardiology expertise of the Emory University School
of Medicine will be combined with the mechanical design and manufacturing expertise
of the Georgia Institute of Technology in the development and testing of this device.

Preliminary designs of this device have been created ard prototypes con~
structed. 1In the next several menths, studies will be undertaken in v1tro in a
bench—top heart model, with in vivo canine studies to follow.

The inventors are targeting the first market as heart attack victims with VSDs
requiring emergency open heart surgery. Given the current high mortality associlated
with alternative therapeutic procedures, it is felt that the risk-benefit ratio for
thlS technique is more than acceptable.

Other possible markets for this dev1ce include the temporary closure of the
rupture of the free wall of the left ventricle into the pericardium, as well as the
closure of acquired aorto—-venccaval fistulae.

Patent protection is under evaluation. The inventors are currently seeking
governmental and private foundation funds to finance further research and develop-
ment.

UTC, as exclusive agent for the Georgia Tech. Research Corporation and the
Emory University School of Medicine for this project, is seeking a corporate partner
to guide, finance and, if successful, to introduce the device commercially.

01-86-023
06-03-87




PREPARATION OF THE TECHNICAL PACKAGE

If a patent application has not been filed, and the inventor has ot published,
this document will contain confidential information, and should be marked CONFIDEN-
TIAL on the cover, '

The document is drafted by the TLO using the invention disclosure and any addi-
tional test results available from the inventor. Once drafted, it is reviewed with
the inventor for accuracy and completeness. The Technical Package should be arranged
in the following general format:

~ Abstract (usuwally the Executive Summary)

- Introduction to the problem addressed

Full technical description of the invention

Apparatus and procedures used for achieving the test results

Test results to date

Technical advantages and disadvantages of invention
(Do not try to hide any technical disadvantages, but don't
highlight. them, either)

- Further work required, including what portion is being
accomplished by the inventor and what the inventor is unable
to do because of funding, equipment or staff limitations

- References (including copies of publications, if any)

Once completed and forwarded to UIC, a follow-up should ke scheduled for six
months to review and update the Technical Package based upon any new results obtained
by the inventor.
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. | SELECTING A PATENT ATTORNEY

- In crder for the TLO to build up an inventory of firms that have the patent
' expertise to handle university technologies, the following is suggested:

1. Obtain qualifications brochure or other documentation outlining
specific areas of technical expertise in firm. This should not
be too general if possible.

2. Interview a partner with a specific Invention in hand, Quiz partner
" in regards to actual experience of specific attorney he would assign.

'i ; 3. Select one attorney based on experience. You may find specific
e " attorneys, in different firms, for different types of technology.

1& B 4. Obtain specific information re billing rates, types of expenses;
R control of interaction by TIO.

INTERACTION WITH PATENT ATTORNEY

1. Ask inventor for all background documentation and send this, plus
Invention, to patent attorney.

2. Patent attorney reviews documentation and provides cost quote to TLO.

3. TLO approves quote and gets attorney to talk with inventors to ask
o ‘gspecific questions on invention, obtain background information, and
an even ask blue sky questions to smoke out undisclosed aspects.

4, Attorney prepares first draft, sends it to TLO (not inventor). TLO
forwards it to inventor and requests review by certain date. TLO
follows up.

5. Drafts go back and forth through TLO,

6. Attorney can get together with inventor on an "as needed" basis.
Preferably by phone. '

7. Billings to TLO are to be done monthly, specmfylng action done,
person involved and billing rate and costs. .

8. Typical letters requesting opinions and requesting the filing of
an application are attached.
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PATENT INFORMATION

The business of a university is the gatherlng and dissemination of knowledge.
Making an invention and putting it to use in the service of the public is a thoroughly
valid mode of accomplishing this objective,

The following paragraphs outline in a very general sense the relationships between
patents and university research., It explains why, in a university setting, it is
best to wait as long as possible before filing patent applications.

The idea that a patent should be filed at the completion of the research program
is a common misconception. The research program and patents should proceed as a coop-
erative effort from the time an invention is first conceived. The information pro-
vided at an early stage of the invention will necessarily be somewhat tentative and
any proposed patent may need to be modified as data accumulates.

A research project often suggests a number of different solutions to a problem.
These different solutions may each be patentably distinct inventions which form the
subject of separate patent applications. Some will be fully developed commercially,
others that are less attractive may only be explored to a limited extent. It is use-
ful at the early stage to explore the level of commercial interest to ensure that the
patent will have later commercial appeal as opposed to those proposed ideas Wthh may
ke of technical intersst only.

Thus, delaying the actual filing of the application until all of the data is
available is ijmportant. Additionally, the company to which the invention is licensed
should review the application to insure that the application reflects items of impor-
tance in the commercial marketplace and that the resulting patent would not be
directed solely at the "lab model". Furthermore, filing of the U. S. Patent Applica-
tion starts the time clock ticking on filing foreign patents, which the University
cannot afford without assistance from a commercial partner. See the paragraph below
concerning patent law requirements for a further explanation of this problem.

Formulating and writing a patent application is done with the assistance of an
outside patent attorney. Normally, the work involved is done by the attorney, select-
ing information from the disclosure document, reprints, preprints and research notes.
However, it must be carefully reviewed by the inventor and requires as much careful
consideration as a peer reviewed publication.

It is important to understand the relationship between publication and the
requirements of the patent laws of the various countries. If a public disclosure
(such as a publication, poster board talk at a technical meeting, reprint of a talk at
such a meeting, etc.) is made prior to flllng of the U. S. Patent Application, you
have one year from the date of such publlcatlon to file the U. S. Application, but
essentially all forngn patents would be forfelted. On the other hand, if the U, S.
Patent Application is filed prior to such publlcatlon, the date of filing in the U.

S. protects the opportunity of flllng for forngn applications.




EXCERDTED CONTENTS OF PATENT SEARCH REPORTS

e The purpose of this document is to define what the TLO and the inventor should
L receive from a patent search firm as the results of a patent search. It is presumed
S that the submission to the firm inclided a paper and /or the disclosure form
describing the invention and an opinion as to how broad the search should be (what
topics, in what countries to search). It would have specified the time limit within
which you expect the reply and the approximate expense you expect to pay for the
search

In reply, you should receivé a multi-page letter containing:

7 — 1. A summary of the 1nventlon in the reviewer's own words to show his understan-
L ding of the 1nvent30n. '

2. A review of the scientific literature on the subject, with a summary of its
implications for the patent claim and full citations on the most relevant articles.

3. Copies of the most relevant articles and abstracts should be attached.

4. A documented conversatlon with a named Patent Examiner to aid in orlentlng
the search.

5. A list by number and name of all classes and subclasses selected for search.
6. A description of prior patents found.
7. Copies of the most rélevant previous patent documents should be attached.

}?w: - 8. The reviewer's detailed ard thoughtful outline of all features that could
Fi likely be claimed as advances over the prior art.

: 9. A list of guestions and issues for the inventor to consider to aid in clari-
. fying and strengthening his clalm.

If any of the nine parts mentloned above could be consider othonal, it would be
numbers 2 and 3.

The purpose of item 1 is - to check on the understanding of the invention
developed by the attorney so all of us who read his product know we share that
understanding.

Item 4 helps assure that the search was properly directed.

Item 5 lets us check up on the searcher's Jjudgement and if there is ever a ques-
, tion as to the quality of the work, it gives us a basis for discussion with the
: [—*‘: f.irmo
N E 3

Items 1, 4, and 5 take very little time to do or to report, yet they add a lot of
assurance that the patent search has been well done.

211 nine items from a competent firm should be received in 30 days at a cost in the
5500 - $700 range. :




TYPICAL STANDARD PATENTABILITY OPINION REQUEST

Date:

Stanley P. Fisher, Esquire

Cblon, Fisher, Spivak, McClelland & Maier
Crystal Square Five - Suite 400

1755 South Jefferson Davis Highway
Arlington, Virginia 22202

Re: 02-86-001; Invention Title
i Dear Stan,

Enclosed herewith is a recent disclosure on the referenced subject.

Would you please conduct a patent scarch on the referenced invention within the
‘ standard thirty day time frame and send your opinion as to it's patentability to me
e at your earliest convenience? Please search all prior patents, both domestic and
Pyl foreign, to determine whether the invention is patentable. I understand the cost
will be approximately $ .

Sincerely,
it TLO
- : Title
TIO:
R Enclosure

cc:  To Inventor(s)
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- TYPICAL STANDARD REQUEST TO FILE AN APPLICATICN

Date:

Stanley P. Fisher, Esquire
Oblon, Fisher, Spivak, McClelland & Maier
Crystal Square Five — Suite 400
1755 South Jefferson Davis Highway
Arlington, Virginia 22202
Re: 02-86-001; Invention Title; Your File #
Dear Stan,
Please prepare a patent application on the above referenced application.

[The technical material was previously forwarded to you for a patentability opin-
ion, and subsequent information is enclosed herewith.]*

[The filing deadline for this application is ;, and we must have the draft
for review at least 30 days prior to that time.]

*[Since the invention was developed with government funding, please insure that the
appropriate credit is given in the specification to (Agency) ]

I understand the cost of preparing this application will be approximately

8 . Do not exceed this cost without my specific authorization.

Sincerely,
TLO _
Title
TLO:
*Enclosure

cc:  Inventor(s)

*[To be added as applicable].
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EXCERPTED FROM A LETTER FROM GREGORY J. MAIER

o

OBLON, FISHER, SPIVAK, McCLELIAND & MAIER, P.C.

"Recent developments with respect to patent filings in accordance with the PCT
(Patent Cooperation Treaty) format have occurred. PCT became effective in January
of 1978 and was designed as an alternative to the conventional approach to interna—
tional filing. However, PCT was not widely used because the only advantage it pro-
vided was an additional eight-month period during which foreign filing could be

.delayed. PCT filings were thus used in a few instances as emergency techniques of

buying an additional eights months time,

- The scope of PCT has now been extended since the U.S. has now agreed to Chapter 2
of the Treaty. Chapter 2 provides a total of 30 months from the priority date of
an international application before an applicant must decide whether to proceed with
national patent prosecution. Thirty months js a long period of time, and could be
well suited to your program. '

A PCT filing for your corganization would proceed as follows. Your criginal
application would be prepared, as a normal U.S. application. However, it would be
filed as a PCT application rather than a standard U.S. application. The conly dif-
ference between a PCT and a conventional U.S. application are the forms filed
with the appllcatlon and the fee. The PCT fee is about twice the normal U. S. £il-
ing fee. : ' :

After the PCT application is filed, you basically do nothing for nineteen
months., At that time you file a "demand" for a preliminary examination and pay a
government fee. Within twenty-eight months from the PCT filing date, you receive
a non-binding opinion from the examining authority as to whether the invention is-
patentable. You then have two wonths, for a total of thirty months, in which to
decide whether or not to proceed further with the application. Proceeding further
means entering the national stage (i.e. normal prosecution} in the U.S. as well as
other designated foreign countries. Normally this would mean entering prosecution
in the U.S., the Eurcpean Patent Office, and the Japanese Patent Office.

Disadvantages of this system appear to be relatively minor. The first is that
Canada is not a member of PCT. Thus a separate Canadian application would have to be
filed. This is not a major problem since Canadian filings are relatively inexpen—
sive. The second disadvantage is that the government fees for PCT applications are
higher than those for national applications. However, we are talking in terms of
only about $1,000. You may consider this additional fee the price of deferring
foreign filing expenses for an additional eighteen months.

In summary, the PCT approach provides a technique of preserving world-wide rights
in an invention for about the same costs as the preparation of a U.S. application.
Purthermore, it will delay prosecution and issuance of the U.S. patent for approxi-
mately eighteen months. Thus, if you want to put international patent rights "on
ice" for zbout a year and a half, the PCT route appears to be the way to go."
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' THE MARKETING PROCESS ~

UTC PROCEDURES

The folioWing paragraphs suhmariﬁe the steps taken in the marketihg process of an

invention, including the TLO's role in this process.

ACCEPTANCE
UTC will not accept a disclosure and will not begin marketing until the complete
disclosure is received together‘with keywords and an Executive Summary. Only at that

time will UTC officially accept a disclosure.

UTC Procedure

Based on the industrial experience of its staff and a computerized keyword data-

base of commercial interests, UTC will contact target companies, gqualify their

interest and negotiate a technology transfer agreement.

On-Campus Visits

1. After receiving an indication of corporate interest, UTC will
arrange for the corporate technical and corporate licensing people
to visit the university.inventor and TLO.

2. The TLO will organize the logistics of the on-campus visits to
arrange for a suitable conference room with blackboard and
coffee available. '

3. Prior to the visit, UIC will work with the TIO (and through him
with the inventor) to get an initial estimate of the work
required and its associated budget. This information will be
passed to the company, along with the basic terms of the
option/license prior to the visit. The TLO also prepares and forwards
the Agenda to UTC for forwarding to the company after discussion and
concurrence.,




6.

PREPARATION BY TLO FOR CORPORATE VISIT

Arrange for suitable rooms for meetings.
Arrange for refreshments. |
Arrange for availability of necessary university people.
Throughly discuss situation with Inventor(s).
~ Review and practice Inventor (s) presentation.

- Ensure necessary documentation is available
(Executive Summary, Technical Package, etc.)

Sensitive Issues

- Other companies — Do not volunteer that there have been
discussion with other companies.

-~ If asked if there have been discussions with other companies,
state YES or NO. If YES, say that since we would not inform

other companies of your name, we cannot 1nform you of the
name of the cther companies

Information Needed Prior To Meeting (as applicable in each case}:

- Executive Sunmary

-~ Technical Package, prepared by TLO and Inventor and sent
to UIC. UTC must get it to Potential Licensee prior to
visit.

- — Agreement (Option or License) prepared by UIC and sent
to potential licensee prior to visit

- R & D Proposal Qutlining:
- Further development and associated costs

This can be presented, discussed and finalized during
the visit.




THE MARKETING PROCESS

THE ON-CAMPUS VISIT
l.. Suitable room - arranged for presentation.
2. Meeting agenda
- Welcome by TLO
- Presentation by Potential Licensee of their general
activities, sales, specific activities in the area
of "invention"

- Presentation by Inventor (1-1/2 hours (wide ranging
questions and answers)

' 3. After Q & A presentation: Inventor, corporate technical

people and TLO adjourn to finalize technical discussion
and agree on R&D contract and timetables. Discussion of
costs should be only in "ball-park" terms, with specific
costs forwarded later with the proposal.

- UIC and corporate business people adjourn to finalize
business discussion and discuss Agreement (Option,
License, R&D contracts)

4., Reconvene to finalize arrangements, have a meal and disperse.




1.

1.

THE MARKETING PROCESS

Liéensing: The TLO's Role .

It is important that the TLO not let himself or the inventor get
caught in a situation where the potential licensee can play them
against UTC in the licensing negotiations. Accordingly, all
licensing questions and/or licensing contacts from the potential
licensee should be referred to UTC. Do not attempt to answer '

even what seem to be basic licensing questions.

Conversely, the TLO should get intimately involved with
preparation of the research proposal and the tracking of the
proposal through the appropriate University approvals. Once

approved, this proposal will form a part of the option/license

agreement negotiated by UTC.

TLO Follow-up On R&D Contracts

Continuing goodwill betﬁeen the researcher and the corporate
technical respresentative is what will move initial option
agreements to license agreements and the preduction of a product...

The TLO needs to review timing of deliverables and, in conjunction
with the Contracts office, check that these deliverables are met.

The TLO must check on the research progress and address and solve
problems as they arise in concert with the Contracts Office.

The TLO must establish rapport with the corporate technical liaison
person so that problems: are addressed and solved.

The most common cause of an option fajling o turn into a long
term license is a lack of communication between the researcher
ard the company that results in unfulfilled expectations on the
part of each. The TLO must solve these problems before they
reach either the corporate or university management.
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Pti d Patents

Although many people believe that they have a firm grasp of patent fundamentals,
there are in fact few subjects which give rise to so many misconceptions. This
booklet is provided to you by the Patent Section of the Pfizer Legal Division in an
effort to dispel some of those misconceptions and to promote full cooperation

between the research and patent functions; such cooperation is essential to
preserving the property rights resulting from research.

BT
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What is a Patent?

By grant of a patent, the United States Patent and Trademark Office gives the
inventor or his assignee the right to exclude others for a limited term from
practicing his invention for other than experimental purposes. In return, the public
acquires the information contained in the patent for the advancement of research
and, upon expiration of the patent term, for commercial exploitation. The patent
system thus fulfills the aim stated in the Constitution “‘to promote the progress

of ... useful arts, by securing for limited times to . .. inventors the exclusive right
to their . . . discoveries.”

Note that the grant of a patent does not confer on the inventor the right to
make, use or sell his invention; rather it permits him to exclude others from such
acts. The inventor’s freedom to exploit his own invention commercially will be
determined by the unexpired patents of others. A homely example may clarify the
point. Assume that, at the dawn of technology, A obtains a patent on the pail, and
B subsequently patents the improvement of a pail with a handle. B cannot sell
pails with handles without infringing A’s dominating patent on the pail.
Conversely, A canrnot sell pails with handles without infringing B’s patent. Until
the dominating patent expires, neither party can market the lmprovement without a
license from the other.

The patent right represents in effect a legal monopoly and, as such, is subject
to misunderstanding and even hostility. Some legislators and courts pay inadequate
attention to the distinction between legal and illegal monopolies, believing that all
restrictions on patent grant and enforcement are in the public interest. In fact,
however, patents provide the public with newly created knowledge which would not
exist if it were not for the efforts of the inventor—knowledge which would
otherwise be kept secret. Indeed, secrecy represents the only alternative to patent
protection of a new discovery, an alternative which seldom assures the degree of
exclusivity afforded by the patent system.

page one
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~ What is Patentable?

, In the United States, patents are granted for processes, machines, articles of
— ' manufacture and compositions of matter, and improvements thereof. provided that
 they are new, nseful and unobvious. {In some foreign countries, specxflc subject
matter resirictions apply.)

The movelty requirement will not be met if any of the following
- conditions exists:
o ‘ ' (a) The subject matter was publicly known. used or on sale in this country
beiore you made your invention, or more than a year before your patent

—

‘ 5 application was filed.

{b} The subject matter was published anywhere in the world before you made
your invention, or more than a year before your patent application

[
[
I

was filed.
{c) Someone else, who did not abandon, suppress or conceal it, made the
invention before you did.

From paragraphs {a) and (b} above, you will appreciate how :mportant it is to
file your U.5. patent application within 12 months after commercial operation
commences or publication occurs. (Unrestricted disclosure of your invention to even
a single outside party can constitute publication for purposes of triggering the 12-
month period.] However, if patent protection abroad is desired. even more strict
criteria apply. Most foreign countries do not give the inventor the year's grace
T which is provided by U.S. law. Any commercial use or publication even one day
: ’ before filing the patent application will bar a valid patent in most foreign countries.

However, as discussed later, most industrial nations will recognize the U.S.
filing date as the effective date abroad (the "“Convention priority™) if certain

™

L conditions are met. The important fact to remember is that, to preserve patent
rights overseas, the patent application ought to be filed in the United States before
any publication or commercial use of the invention.

=

: Paragraph (c).above prevents the grant of a patent if someone else made the

: invention first. This forms the basis for interference practice, in which the Patent

Office decides who will get the patent when two or more rival applicants have filed

for protection on the same invention. In such a proceeding. the burden of proof

falls on the inventor who files last. Therefore. prompt filing of Pfizer patent
applications gives us the best chance of having the advantageous “senior party”

[ : ' status in any interierence which may be declared.

: Simple usefulness will meet the U.S. utility requirement, which does not
necessarily connote commercially competitive properties. In the case of
pharmaceutical inventions for use in humans, in vitro and animal test results are
often acceptable to demonstrate utility, provided that a good correlation of the test
with effectiveness in humans can be shown.

The unobviousness requirement is the most difficult to define. The question
asked is whether the subject matter would have been obvious at the date of

i invention to a hypothetical person of “‘ordinary skill” in the art to which the -
invention pertains. In chemical patent practice. while homologs. analogs and
isomers of known compounds are presumed to be obvious, this presumption is

. rebuttable by submission to the Patent Office of evidence that the new compounds

. ' possess unexpected properties in comparison with their closest relatives in the

)

)

| prior art.
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The Patent Claims

Every patent application includes one or more claims. The claims represent the
most important part of the application and require most careful preparation. They
must define the invention broadly enough to cover all aspects, but not so broadly as
to include anything in the prior art. In this respect, the claims are expected to
define the scope of the invention as accurately as a survey defines the extent of a
piece of real estate: to cover the full expanse of the property without encroaching
on the neighboring property of others.

Claims of broad, intermediate and narrow scope are usually asserted, and the
validity of each claim is considered separately in patent litigation. The broadest or
“‘generic” claims provide the broadest protection, but they also present the broadest
target for.attack. If only broad claims were filed, they might later prove
unpatentable or invalid in the light of previously undetected prior art. {(In addition,
there is a risk that the claims could be so broad as to include inoperable subject
matter, another source of patent invalidity.) On the other hand, if only very narrow
claims (*‘species claims™ directed to the “preferred embodiments™) were filed,
inadequate protection would result. Claims of intermediate scope (*‘subgeneric
claims”) provide some insurance that the protection obtained will be adequate.

On occasion, the information needed to define the preferred embodiments and
subgenera may not be fully developed until after the patent application has been
filed. Such later refinements should always be brought to the attention of the
Patent Section, since it will often be possible to protect them in a continuation-in-
part (“CIP”"} application, which can be filed to replace or supplement the original
application. A CIP may also be filed to eliminate inaccuracies brought to light by
later research. For priority purposes, the CIP is entitled to the parent filing date
with respect to subject matter brought forward unchanged. New subject matter
added in the CIP is entitled only to the {iling date of the CIP.
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Record Keeping

It is important that you promptly and carefully record any invention which you

‘conceive, together with its utility and a method for carrying it out. This

“conception record” should contain as much detail as possible. 1t should be signed
and dated by vou. and read, understood, countersigned and dated by at least one
and preferably two individuals who are familiar with the subject, but who are
unlikely to be deemed coinventors with you. Such entries should be made in ink in
your laboratory notebook.

~ As your research progresses, vour findings should also be recorded in the
notebook, without erasure or double transfer from slips of paper. and promptly
signed, dated and witnessed. A senior laboratory technican familiar with the work
may serve as a witness. Keep in mind that the recording of premature unfavorable
conclusions may destroy the value of your record or be construed as abandonment
of the invention. For example, it would be unwarranted to conclude your notebook
entry with the statement “*Another failure” merely because the yield is low. Such
statements in your notebook. or in vour periodic reports. can and will be distorted
to your disadvantage by defendants in a future infringement suit. Remember that
vour records may constitute important evidence in litigation and in interference
contests with rival outside inventors. ‘

When vou have conducted 2 highly significant experiment. the results of which
appear to be of substantial importance, it is advisable to arrange for someone else,
not a coinventor, to repéat it with authenticated starting materials. He should also
identify the product and confirm its utility, so that he may serve as a corroborative
witness ¢ such “‘reduction to practice” in anv interference proceeding. In such
contests between rival applicants the inventor’s own evidence of priority activity
requires corroboration by an independent witness having first-hand knowledge of
the work.

When you have successfully carried out the invention and demonstrated its
utility, i.e., reduced it to practice. you have completed the process which, with the
prior conception, constitutes the inventive act. Even where actual reduction to
practice is absent, the filing of a patent application is construed as a “constructive
reduction to practice”’ which completes the invention.

| page four
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g Patent Application
— ‘ . :
f Your invention should be broughi to the attention of your supervisor to detemine
o whether it is of sufficient interest to warrant filing an application. 1f he and your
- . Division Manager approve, a Patent Application Request Form (#8400-14) should
} be completed and forwarded to the Patent Section in New York for processing.
You will be contacted by a member of the Section and asked to provide all E
. " available information, including any prior developments in the field which may §
I have a bearing on patentability. Should it appear that the discovery is ' X
L. unpatentable, you and your supervisor will be so advised, and the reasons for this
S "conclusion will be explained. This, of course, represents no reflection on the merit 5.
] . ~ of your work: many developments of great commercial value do not happen to 3
} : match the particular criteria of patent practice. 3
The preparation of vour patent application will be undertaken by one of the 7
o members of the Patent Section, and you will then be provided with a draft for 4
i review. It will contain a detailed description of the invention, illustrative examples 1
and a series of claims. Every effort is made to provide a full disclosure in support
S of the claims.
N The final selection of inventors will then be made on the basis of all available 3
facts, and the application will be placed in {inal form. After you have signed the
required formal papers, including an assigment of the worldwide patent rights to
Plizer, the application will be filed in the Patent Office. 23
!
e
N :
L :
; 3
[ ] 4
b 3

*A summary of these procedures appears in Corporate Procedure No, 11540,

_ 'page five - -
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Obtaining |
Protection Abroad

As noted earlier, most industrial nations including the United States adhere to the
International Convention for the Protection of Industrial Property (the “Paris
Convention ') This agreement provides that an applicant for a patent in any
membér country is entitled to the priority of his original filing date in the other
member countries, provided he files his application in such other countries within
12 months of the original filing date. The purpose of preserving the original
priority date is, of course, to insure that the patent rights will not be impaired by
intervening publications or use, or by intervening applications of rival inventors.

The usual procedure for protecting inventions made within the Pfizer
organization involves filing first in the country where the invention was made.
About six months later the subjeet matter is again reviewed, to assess the
advisability of filing conterpart applications in one or more additional countries.
This evaluation is conducted in consultation with the appropriate Pfizer Research
and International Development personnel. Corresponding applications are then
filed within the Convention year in the additional countries in which patent
protection appears warranted. In certain instances, the application will be filed in
the European Patent Office, which afiords an opportunity to seek patent protection
in many European countries through a single filing and examination.

The requirements for obtaining grant of a patent vary considerably from
coumiry to country. At one extreme are the so-called registration countries, where
there is no examination for patentability. In such countries, grant follows
automatically when formalities are completed; the enforceability of the patent is left
to the determination of the courts in any subsequent infringement litigation. At the
other extreme are the strict examination countries. where the application undergoes
a very close scrutiny for patentability, and where the claims may reguire
modification before acceptance. In a number of countries. third parties may
intervene to oppose grant of the patent after it has been found acceptable by the
Patent Office.

During prosecution in the United States and in foreign patent offices. you may
be asked to supply additional information or assistance in meeting questions raised
by the various patent examiners. Should you leave the Company. you have a
continning obligation to cooperate in protecting inventions made during your
employment at Pfizer.
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Your Duty of Can.dorl

You should carefully read the Declaration you are asked to sign when your
application is ready for filing in the United States Patent Office. In it, you affirm
your belief that you are the original and sole lor jointl inventor of the subject
matter of the claims, and that you do not believe that it was ever known or used in
the United States or published anywhere before your invention or more than a year
before your filing.

In signing, vou also acknowledge vour obligation to disclose any information of
which you are aware which is material to the examination of your application. This
duty continues throughout the period of prosecution. If any information comes to
your attention which is material to your right to claim the invention. this should
promptly be brought to the attention of a member of the Patent Section, in order to
satisfy your obligation. Such information could include, for example. newly
discovered prior art, adverse test results, or any information which reasonably
could be construed as inconsistent with your good faith belief i in the novelty,
operability or unobvicunsness of your invention, or with arguments being made to
the Patent Office in support of patentability. Even after grant of a patent, discovery
that it is defective could necessitate reissue or disclaimer. In addition, vou are
required to disclose in your application the “best mode” known to vou for carrying -
out the invention. In a chemical product invention this could include, for example,
the best compound and the best method of making and using it.

The term “material” as used above connotes information having more than a
trivial relationship to your invention, i.e. where there is substantial likelthood that a
reasonable patent examiner would consider it important in deciding whether to
grant your patent.

The rules provide that a patent application shall be stricken from the hies if
clear and convincing evidence shows that there has been any violation of the duty
of disclosure through bad faith {i.e., with intent to deceive} or gross negligence.

Charges that fraud and inequitable conduct occurred in patent prosecution are
made with great frequency by defendants in patent infringement litigation. A
finding of fraud can result, not only in invalidation of a patent and embarassment
to the Company, but also in award of attorneys’ fees and, in some circumstances,
award of damages. A finding of inequitable conduct renders a patent unenforceable
and can also result in the award of attorneys’ fees,

The standards we have always maintained in our dealings with the Patent
Office entail utmost candor, good iaith and full disclosure, and, with the
cooperation of all concerned, we shall continue to maintain those standards.
Obviously, we will not be able to forestall all Jraud and inequitable conduct charges
that may be devised by aggressive defendants in litigation involving Pfizer patents,
but by continuing to operate in a conscientious and careful manner, we aim to
uphold the validity and enforceability of all our patents. '

page seven




—

i

L)

GRS R

)

o

Planni ng the
Patent Program

The idea that the patent program is to be launched at the completion of the
research program is a common misconception which may result in the loss of
important patent rights. Implementation of the patent program cannot wait until
all the questions have been answered; by that time, competitors may have
preempted the patent scene. Instead, the research program and the patent program
should proceed cooperatively from the outset. The information provided to the
Patent Section at an early stage of the research will necessarily be somewhat
tentative, and the patent program may require modification as the data
accumulate. Such modification can take the form of CIP applications if weaknesses
in the original filings are disclosed by the advancing research program. If such

weaknesses are not corrected. a future infringer intent on neutrahzmg the patent

can be depended on to unearth them.
A research project often suggests a number of d1Herent solutions to a problem,

g. alternate processes {or preparing a compound, or alternate substituents on a
chemical nucleus. These may be patentably distinct inventions which should form
the subject of separate patent applications. Some will be fully developed to the
optimum; others, less attractive, may be explored to only a limited extent but will
still require patent protection. Further developments may make such secondary
approaches preferable from a2 commercial standpoint.

The alternatives of lower priority are understandably relegated to the bottom
of the research timetable, but this can create problems with the patent program.
The approaches of highest priority, maturing early, give rise to patent applications
which will be published in early publication countries about 18 months after their
initial filing. These published applications will alert competitors, who may explore
and patent the lower priority approaches before these are tested in house. To block
such “pursuit research,” it may be necessary to divert part of the early research
effort to preliminary testing of the deferred approaches. to permit formulation and
filing of appropriate patent applications early in the patent program.

page eight




S

]

)

o

-]

T B

)

The Patent Search

From time to time in the course of your work you may have occasion to request a
search by the Patent Section. Request forms (#8400-13) are available for this
purpose, which are to be signed by your supervisor and Division Manager to
authorize the work. It is important that you understand the various kinds of
searches and their aims and limitations.

An infringement search is conducted to determine whether a product can be
marketed or a process operated without infringing the patents of others. Such a
search requires an examination of the claims of all unexpired patents in the field of
interest. Where worldwide activity is contemplated, it will often be necessary to
extend the search to include patents in key foreign countries.

A state-of-the-art search is undertaken at the outset of a research program in
order to collect the major patents in the field of interest. It can -play a useful role in
identifying existing patent infringement bars to some research paths and in
recognizing other paths which remain available. In addition, it can give a
preliminary indication of patentability problems: unless the research paths selected
lend themselves to potential patent protection, they may not be worth pursuing.

A patentability search is the most ambitious type of search. It is designed to
determine whether any prior patents or publications exist which would bar issuance
of a valid patent on an invention. Sometimes a search of this nature is undertaken
to evaluate the enforceability of the patents of others—in this case it is called a
validity search, but the principles involved are the same.

Since patentability may be barred by any publication anywhere in the world,
the potential scope of a patentability search is almost limitless, and a truly
exhaustive validity search is seldom undertaken except in contemplation of
litigation. Although the computerized Chemical Abstract.and Derwent data bases
have substantially facilitated searching of the most recent technical and patent
literature, you may have access to the major technical journals in your area of
specialization and should bring relevant prior literature to the attention of the
Patent Section when requesting a patent application or a patentability search.

Even when patentability searches are limited to the patent literature, they can
be time-consuming and expensive. Not only must expired as well as unexpired
patents be examined, but the disclosures as well as the claims of the prior patents
must be studied. Prior patent disclosures often contain speculative broadening -
statements or vague generalizations which are difficult to retrieve but which may be
cited in hindsight by the Patent Office or the courts against the patentability of .
later inventions.
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In your employment with Pfizer you have access to a substantial amount of
confidential information of considerable value to the Company. Such information
may include technical data, process conditions, future plans with respect to new
products or processes, sources of raw materials, customer lists and the like. You
have a definite obligation to safeguard that information during your employment

and at all times thereafter. Confidential information which you may have acquired
in the service of a prior employer should be treated with the same respect.
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" OFFICE OF MANAGEMENT AND
BUDGET -

| Office of Federal Procurement Poficy
Circular No. A-124, Patents—Smail

~ Firms and Ron-Profit Organizxtions

AGENCT: Office of Federal Procurement
- Policy, OMB.
ACTION: Notice.

sUssany: This Circular, issued
‘pursuant to the authority contained in
Pub. L. 96517, sats forth policies,
__procedures and a standard clause for
‘executive branch agency use with
rregerd to inventions made by small
""business firms and non-profit
organizations and universities under
[ hmding agreements (contracts, grants
‘and cooperative agreements) with
" Federal agencies where a purpose i ta
perform experimental, developmental
r—and research work. This supersedes
. OMB Bulletin No. 81-22 and reflects
- ‘public comments received on OMB
Bulletin No. 81-22 (48 FR 34778, July 2,
1881}, :
| | EFFECTIVE DATE: March 1, 1982,
" POR PURTHER INFORMATION CONTACT:
Mr, Fred H. Dietrich, Amsociate
Administrator, Offics of Federal .
| Procurement Policy, 728 Jackson Place,
LMW, Washington, D.C. 20503, (202) 295~
310, —— - .
— SUPPLEMENT ARY INPORMATION: This
_'[ {Cireular is & revision of OMB Bulletin

_!No. 81-22 which was issued on July 1,
1961, accompanied by a requast for

comments from the public and Federa]
agencies. Approximataly 138 comments
were received from individuals,
universities, nonprofit organizations,
fndustrial concerns, and Federal
agencies.

Copies of all the comments aye
available on record at OFPP. A
compilation of summaries of the
comments organized by Bulletin section
slong with a rationale for their
disposition can be obtained by writing
to: Fred Dietrich, address as above.

The Bulletin has been reformated for
eagjer reading and simplified referance
to its provisions. For example, the
standard clause has been moved from
the body of the Circular to Attachment
A Instructions and policies on the nse of
the standard clause have been
consolidated in Part 7. Instructions for
moedification or tailoring of the clavse
have been consolidated in Part & Qther

general policies relating to the clause or

the Act have been treated in saparate
parts. Same of the more significant
changes that were made as & result of

.the commants are discussed below.

Explansations ars also given as to why
certain comments were not adopted.
1 Comments Relating to Policy and
Scope Sections

A. Subcontrocts .

A number of cornments indicatad that
more clarification an the application of
the Circolar to subiontracts was
needed. Revitions were mads in Part 5
and Part 7c. to address this concern.

B. Limitation to Funding Agreements
Performed in the United States

‘There were also a large number of
comments questioning the limitation of
the Bulletin to funding agreements
performed in the United States. The
Circular has been revised to eliminate
any distinctions based on where the

" funding agreement is performed.

However, the definition of “nonprofit
organization” at 35 11.5.C. 201 has been
interpreted to cover only domestic
nonprofit organiza tiona. The definition
of “small business” in SBA regulations
which are referenced in the Act
excludes foreign business. A strong
argument can be made that the Congress
'did mot include foreign nonprofits. For

. example, that part of the statutory
‘. definition referencing organizations

-“gualified under a Siate sonprofit
organization statuie” clearly is limited
to U.S. organizations. Similarly, that part
of the definition referencing Section 501
of the Tax Code manifest an intention to
cover U.S. based organizations, since
foreign corporations are not subject to
U.S. tax except if they are doing
business in the United States.

L. Invantions Made Prior to July 1, 1961

Purt 5 of the Circular was revised, as
suggested by commentors, Lo encourage
agencies {o trest inventions made under
funding sgresments predsting the Act in
& manner gimilar to inventions under the
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Act, if such action is consistart with
law,

D. Coflaborgtive Research and “de
minimues ™ Recommenduotions

There ware several commants that
some "de minimua™ standard be
esiablished to define a threshold
comtribution of governmant funding tn
the making of a jointly funded invention
below which the Circular regulstions
should not apply. These

" recommendations were rejected as

being inconsistent with the Act which
does not define subject invention In
terms of the size of the government
financial contribution in making the
invention.

These comments appear to be based
on a concern that the Circular does nat
provide adequate guidance on the
obligatiuns of a recipisnt of government
research funds when such research is
closely reiated to other research :
spoasored by an industrial concerm.
Since one of the primary purposes of
Pub. L. 96-517 is to {oster cooperative ’
research mrangements among
government, universities and indusiry in
order to mare effectively utilize the
productive resources of the pation in the
creation and commerdialization of new
technology, it s important tc remove
any doubt as to the propriety of such
cooperative arrangements and the
fhmper application of the Circular to

Traditionally there have been no -
conditions imposed on research
performers by the government which
would preclude them from accepting
research funding from other sources to
expand, to aid in completing or to
conduct separate investigations closely
related to research activities sponsored
by the government. Such complex -
funding arrangements are a necessity
given the iimited financial resources of
individual sponsors, the unpredictable

* nature and continual expansion of

research, the sharing of expensive
resources, and the dynamic interactions
among scientists at research institutions.

Notwithstanding the right of research
organizations to accept suppiemental
funding from other sources for the
purpose of expediting or more
romprehensively accomplishing the
resaarch objectives of the government
‘mponsored peoject, it is clear that the Ag
. womld remain wpplicable to any .
Jnvention “conceived or Zrst actually
reduced to practice in performance” of
the pruject. Separais accounting for the
two funds used io suppoct the project in
this case {s not a determining factor,

To the extent that & non-government

sponsor establizhes a project which,

although closely related, f2ils ouiside

the planned snd cormmitied sctivities of
4 government fimded project and does
not diminish or distract from the
performance of such activities,
[xventons mide in performance of the

. pon-government

aponsored pruject
would not be subject to the conditions of-
e Act. An examipls ai"irnch related but
separdts projects wonid be a
government spooscred project having
tesearch abjectives to expand sclentific
understanding in Seld with a dosely
related industry sponsored project
baving ws its obiectives the application
of such new knowiedge to develop
usable new technology. The tme
relationship in conducting the two
projects and the use of new fundamental
knowladge from one m the performance
of the other arw not important -
determinants since most inventions mt
on a kniowledge base built up by -
numerous independent research siforts
exiending over many years. Should auch
an invention be claimed by the
performing organization to be the
product of non-government sponsored
research and be challenged by the
spensoring agency as baing reportable
1o the government as a “subject
invention"”, the challenge is appealable
as described in Part 14.c.

An invertion which is made outside of
the research activities of a government
funded project but which in its making
otherwise benefits from such project
without adding to its cost, is not viewed
as a “subject invention” since it cannol
be shown to have been “conceived or
first actually reduced to practice” in
periormeance of the profect. An obvious
example of this iz a situation where an
instrument purchased with govermment
funds is later used. without interference
with or cost to the government funded
project. in making an invention all
expenses of which involve only non-
government funds.

E. Reports to the Genem] Accounting
Office

In response to the comment of one
agency, Part 7.b.{2) was amended to
avoid the necessity of agencies that do
nol enter into research grants or
contracis with nonprofit arganizations
or smail businesses from having to make
Teports to the Comptroller General.

F. Rigit to Sublicense Fore.tgn
Governmenis

Several commentators expressed
concern that the optional language
suthorized for addition to the standard
clause tp permiit sublicenying in
accordance o treaties or internaticnal
agresments was {00 open-endad. In
respanse to this Part 8.d. now requires
that existing trealies and international

agreements be [dentified when the
optional language is used. However, in
vi-woflh-hrudmdmgoflheamtnte.
sgenciss may oontinus to use the
opticnal languege for “future™ treaties st
their discretion. However, specific
language bas been added to encourage
agencies to drop the refarence to future
treatins anless shown {0 be in the
national ioterest,

One agency aiso expressed the
ooncern that the language in the Bulletin
was too lbmited and implied only a right
to sublicense, whereas some
imternational agreements call for more

. extengive rights. Section 8.d. has been

revised to make clear that more than the
right to sublicense can be taken.

G. Publication or Release of Invention
Disclosures

Some agencies expressed the concem
that the languvage in Part 5.b.{4) of the
Bulletin required agencies to delay
pablication for excesaive periods.
Careful review of the language of Part
5.b.(4) indicated that it nesded to be
restructured to more clearly distinguish
between situations where the
publication of technical reports was
involved and situstions where the
release or publication of invention
disclosures provided as required under
the standard clause was involved. Part 9
has been revised to distinguish between
the twa and to clarify the pohme: in the
two siteations.

H. Reporting ont Utilization of Subject

Inventions

In response to the comments of one
agency and to arinirnize the burden on
contractors, Part 10 provides that
agencies shail not impiement their rights
to obtain utilization reports under the
standard clause until a Government-
wide reporting format is established.
This wiil be one of the first tasks of the
Departinent of Commerce as lead
agency.

Also adopted was the :
recommendation of one commentor that
utilization reports be afforded maximum
protection from disclosure as authorized

by Pub, 1. 86-517, Accordingly, language ... ..

was revised to provide that such reports
“shall not" be disclosed under FOIA to
the extant permittad by 35 US.C. 202(c.}
{5}.

L Procedures for Exercise of March-in

‘Rights

35 U.S.C. 203 requires that march-in
Tights be exercised in accardance with
OFFP regulations. Thete were extensive
pommefits oa the procadures included in
the Bulletin and a pumber of changes
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have been made as & result of the
comments.

Several agencies felt the procedures
wers too formal and cumbersome. Some
universities wers also concerned that
there did not appear to be a way for an
agency to reject a march-in without
going into a full-biown prosedure. To
address these concerns Part 13.b. was
added to provide for an informal and
rapid agency decision making process as
1o whether or not to begin a moras formal
proceading. Part 13.h. was also added to
make clear that an agency could
dizcontinue a proceeding at any time it
i satisfled that march-in fanot . .
warranted. This emphasizes that march-
in is strictly a matter for agency
discretion. Even though an agency may
begin march-in hecause of the
complaints of a third-patty, that third
party does not have standing and cannat
insist on either the inidation or
continuation of a march-In proceeding.

A number of universities asked that
tme limits be placed on the duration of
a march-in proceeding. !t i3 not believed
to be practical to place an overall Hme
limit on & march-in proceeding,
particularly since delays in fact-fnding
might be the result of contractor
requests for delays. However, Part 13.b,

~ includes a procedure for informal

agency decision-making, as noted -
above, with specified time restraints. In
addiHon, Part 13.g. places a 90 day tims
limit on the issuance of a determination
after fact-finding is completed.

Several universities also
recommended that march-in
determinstions be appealable to the
lead agency. However, this
recommendation was not adopted. It il .
believed the procedures established will
ensure that march-ins are cnly exercised
after careful consideration. Contractors
may also appeal any arbitrary decisions
or those-not conducted in accordance
with proper procedures to the courts.

Part 13.{. was added to clarify the
relationship of the procadures of the
Contract Disputes Act to the march-in
procedures of Part 13 c.—g. to the extent
a determination to march-In ia
considered a contract dispute.

Several universities also
recommended that march-in proceedings
be closed to the public whera
confidentia} iInformation might be
disclosed. Language has been included
in Part 13.e. to require this. The
information on utilization obtained as
part of a march-in is consiyzred within
the scope of the utilization information

‘which sgencies are required to obtain

the right to under 35 U.S.C. 202{c}(5), and
the same statutory exclusion from
disclosure is applicable to it. If can slsa
be expected that the same informsation

o pammri eptm e T e iy e e

would be trade-secrat information
exempt from public discloaurs.

F. Appecls

As a resuit of 2 nunber of comments,
1t was determined that the appeals
provisions of Part 5.g. of the Bulletin did
not address the full scope of appealable
decisions and that particolarly in
forfeiture cases more detailed
procedures should be followed. Part 14
bas been revised accordingly. However,
other recommendations to allow appeal
to the lead agency were not adopted
since a number of agenciss wers
concermed that this wonld interfere with
their prerogratives.,

Since it {8 anticipated that in contract
situations a number of these actons
would be subject to the Contract
Disputes Act, language was added to
Part 14 to expresaly acknowledge that
procedures under that Act would fully
comply with the requirements -
established in Part 14,

XK. Multiple Sources of Aégncy Support '

One university suggested that there
was a need for additional guidancs in
cases when a subject invention can be

-attributed to mors than one agency

funding agreement. To address this

" concern Part 18c. was added to require

agencies to select one agency to
administer a given subject invention
when therse have been muitiple agencies
providing support. It s intended that

" only that agency conld then exercize

march-in or take other actions under the
clause, It would be a matter between the
agencies as to how any actions of the
selected agency would be coordinated
with the others. .

L Lsad Agency

Bulletin 81-22 noted that the lead
agency concept was under discussion
and solicited comments on this mattar,
The Department of Commerce has been
selected as the new lead agency based
on its prior experience and wide ranging
interest in technology transfer,
productivity, imovation and
Government patent policy. The lead
agency will, among other assignments,
review agency implementing .
regulations; dissentinate and collect
informaton; monitor administrative or
compliance measures; evaluate the Pub.
L. 96-517"s implementation; and
recommend appropriate changes to
OMB/CFPP.

M. Optional Clause Language at Section
5b(1)(vi) of the Bulletin

The most commsntead upon sspect of
the Bulletin was the optional reporting
languaga autharized by Part 5.b.(1)(vi).
Approximatety 70 coruments wers-

received from universities and nonprofit

organizations objecting to its use. The
premises underlying the rationale for the
optional language was brought in
question by & number of commentors.
Many others made the point that the use
of the clause wounld undermine their
licenaing efforts, result in nonreporting
of inventions by inventors, and would
generally be counterproductive. By way
of contrast no agency provided any
ratonale for the need for these !
provisions,

Int view of the comments and lack of
any established need for the optional
language, Part 5b(1)(vi] of the Bulletin
has been eliminated from the final
Circular. As will be discussed, below,
some changes have been made to
paragraph c. of the standard clause of
Attachment A of the Circular that relate
to.the issues raised by the optional
language.

II. Comments on Standard Patent Rights
Clanse

A. Parugraph b.—License to Stots and
Local Governments

Oite agency suggested that the right to
Hcense state and local governments be
made part of the standard rights of the
Government, This, however, has not
been done since the granting of licanses
to state and local governments is not
conaiatent with Pub, L. 96-517, That
statnte defines the Government’s license
rights, and any expansion of these
rights, would have 1o be justified under
the “exceptional circumstances”
language of 35 U.S.C, 202 on a case-by-
case basis. It is not anticipated that the
taking of such rights would ordinarily be
consistent with the policy and
objectives of the Act since such licenses
Lave acied as a disincentive to general
commercialization. Thus, while
appearing to be useful to state and local
guvernments such licenses have actually
acted to their disadvantage to the extent
they bave precluded private

.development of inventions useful to

state and local governments.

B. Peragruph c.—Reporiing, Election,
and Disclosure

Thete were a number of comments on
various aspects of parsgraphc As a
result some changes have been made. In

general, these changes were designed to
provida a reasonable accommodation to

- the interests of several agencies in

obtaining early knowledge of inventions
and to minimiza the possibility of ‘
statutory bars being created in

situations where the agency might wish
to seek patents if the contractor does

not elect righta, Thus, the reporting

']
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period was lowered from six months to
two manths after contractor personneai
become aware of the Invention.

" Paragraph (c}{1) also contains revised

a to ensure that contractors keep
the agency informed as to initistion of
the one year statutory period within
which a patient application must be
filed in order to obtain a valid patent in.
the United States. Tha pericd in which
2I agency may Tequire an election of
rights has also been increased from 45
days prior to a U.S. statutory bar to 80
days. However, the requirements that a
contractor also file 45 days prior to the
bar date has been eliminated, but
paragraph {c)(3) has been revised to
requira the contractor to file before the
U.S. bar date in all cases. It iz believed
that {t would be rare for a contractor to
elect and not file within this time. It i3
also expected that an interested agency
should be able:to discuss with a
confractor ita plans for filing. If the
contractor has subsequently changed its
mind, the agency should be able to .
either convince the contractor to.rescind
iis election or to take title under
paragraph {d) on the grounds that the
contractor has, in effect, abandoned its
application. Should any real problems in
this area develop in the future,
consideration would be given to
tightening up the clause provisions to
cover cases when a contracior elects but
makes no progress {owards the timely
preparation for filing,

One commentor expressed the

" concern that the clause requires a

contractor to file foreign patents if it
elects rights. It should be clear that
while there is an implicit obligation to
file an initial patent application when an
election is made, the language iz not
intended tb require the filing of foreign
applications, Instead, it is intended to
establish a cut-off point so that the
sponsoring agency can file foreign
applications if the contractor decides -
not to.

In short, the clause provisions have

been written to ensure that agencies are

able to make U.S, filings in cases when
contractors have received reparts from
their inventors in time to allow this but
are not themselves interested. Where
such initial filings have been made, the
clause is designed to protect the

" opportunity for the {iling of foreign

patents in cases when a bar was not.
created prior o the initial filing,
However, it has been determined to be
unreasonable to require contractors to
forfeit domestic rights because
publication creates an immediate bar to
valid patent protection in some foreign

' countriss,

C. Paragraph k

Thers were several comments on
paragraph k. Some Commentators wers
apparently unware that these
restrictiona are required by Pub. L. 98-
517. One commentator incorrectly
interpreted paragraph k (2) as requiring
.agency approval of exclusive licanses to
1arge firms, whereas the language only
requires approval of licensea to such
firms which would exceed the five and
eight year periods in the statute.

Probably the most significant
comments in this area were related to
the use of the word “any™ in paragraph
k. {3). It was pointed out thst the uge of
the word “any” could be interpreted as
requiring sharing of gross royalties,
whereas many universities have sharing
formuies based on net royaities. In
response to these comments, the word
“any” has been dropped since it is not in
the statuiory language. The intent is that
nonprofit organizations share either on a
net or gross basis in accordance mth
their nsual policies.

There were also a few com.menta that

some minimum sharing formula be
established, However, this suggestion
wag rejected as bejng inconsistent with
the legislative intent as manifest on p. 33
of Senate Report 86—430.

Peragraph 1—Cammunications

Aynew parsgraph has been added at
the end of the clause in which agencies
are instructed to designate a central
point of contact for administration of the
clause. This paragraph was added as a
result of a number of comments
suggesting this in lieu of the provision in

_the bulletin that contact points be

indentified throughout the clause
whenever notices or communicatians to
the agency were required.

OMB Circular No. A~124 foilows.
Dogpald E. Sowls,
Administrator.

Circular No. A-124

February 10, 1562,

To the Heads of Executive Departments
and Establishmenta.

Subject: Patents—Small Business Firms
and Nonprofit Orgenizations.

1. Purpose, This Circular provides
policies, procedures, and guidelines with
respect to inventions made by small
business firms and nonprofit
organizations, including universities,
under funding agreements with Federal
agoncies where & purpose is 10 petrform
experimental, develnpmental. or
research work.

2. Rescizgions. This Circular
supersedes OMB Bulletin 8122 effective

" March 1, 1882,

3. Authority. This Circular is issued
pursuant to the authority contained in 35
U.S.C, 208 (Section 8 of Pub. L. 96-517.
“The Patent and Trademark
Amendments of 1880").

4. Background. After many years of
public debate on means to enhance the
utilization of the results of Government
funded research, Pub. L. 86-517 was
enacted. This Act gives nonprofit -
organizations and small businesses,
with limited exceptions, a first right of
refusal {o ttle in inventions they have
made in performance of Government
grants and contracts. The Act takes
precedence over approximately 26
conflicting statutory and administrative
policies.

Under the Act, the Office of Federal

- Procurement Policy (OFPP} is

responsible for the issuance of the .
regulations implementing 35 U.S.C, 202-
204 after consuitation with the Office of
Science and Tachnology Policy (OSTP).
Cm July 2, 1981, OMB Bulletin 81-22 was
issued to provide interim regulations
while agency and public comments were
sought. Based on & 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 appiicable to all funding agreements
with small business firms and domestic
nenprofit 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 [uly 1, 1881, in
substantially the same manner as
contemplated by Pub. L. $6-517 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 {o those set forth in .

the standard clause of Attachment A.

Agencies should be aleri to
determining whether amendments made
after March 1, 1982, to funding
agreements entered into prior to July 1.
1581, resuit in new funding agreements
subjects to this Circular and the Act,
Renewals and continuations aiter March
1, 1882, of funding agreements antered

" Into prior to July 1, 1881. should be

normally treated as new funding

- agreements.

This Circular is intended to establish
uniform and coordinated

Rl
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- Implementation of 33 U.5.C. 200-200 30
"an to foster the policy and objectives set
| iforth in 35 U.S.C. 200.
8. Definjtions. As used in this
Circular—
a. The term “funding agrecment”
] !means any conlract, grant, or
" cpoperative agreement entered into
between any Federal agency, other than
—the Tennessea valley Authorty, and any
contractor for the performance of
i _iexperimental, developmental, ar
research work funded in whole or in
... part by the Federal Government, Such
| :term includes any assigninent,
| -substitution of parties, or subconin:t of .
“'any type entared into for the '
performance of experimental,
" developmentsl, ar research work under
.2 funding agreement, as berein defined,
4 b. The term “contractor’’ means sny
person, small business rm or nonprofit
~-organization that i3 a party to a funding
lagreement.
¢ c. The term “invention" means any
invention or discovery which ia or may
__be patentable or otherwise protectable
" under Title 35 of the United States Code.
d. The term “subject invention”™ meana
~-any invention of a contractor conceived
or first actually reducad to practice in
 he performarnce of work under a
aunding agreement.
¢ e, The term "practical application"
means to manufacture in the case of a
compasition or product, to practice in
the case of a process or method, or to
( operate in the case of a machins or
system; and, in each case, under such
conditions a3 to establish that the
invention is being utilized and that i3
| benefits are, to the extent permitted by
-law ar Government regulations, .
available to the public on reasonable
terma.
! f. The term "made" when nsed in
| relation to any invertion means the
conception or first actual reduction to
~—practice of such invention.
! | g The term “small business frm”
| means a small business concern as
“defined at section 2 of Puh. L. 85-536 (13
U.S.C. 832) and implementing
rregulatxons of the Administrator of the
Small Busineas Administration, For the
~“purpose of this Circular, the size
- standards for small business concerns
~involved in Government procurement
| and subcontracting at 13 CFR 121.3-8
. ‘and 121.3-12, respectively, will be used.
h. The term “nonprofit arganization™
~—means universities and other imstitutions
‘of higher education or an organization of
‘he type described in secton 501(c) (8
! the Internal Revenne Code of 1254 (28
_._U.S.C. 501(c)} and exempt from taxaton
under section 501{a} of the Internat
Revenue Code {28 U.S.C. 501(a)) or any
nonprofit scientific or 2ducational

4

organization quaiified under « state
nonprofit m&;nhxﬁon statute.
7. Use of tent Rights (Small

Business Firm or Nooprofit

' Ojganization] (Marchk 1982} Clause.

a. Each funding agreement awardad to
a small business firm or domestc
nonprofit organization which has as a
purpose the performance of
experimerntal, development or research
work shail contain the *Patent Rights
{Small Businesa Firm ar Nonprofit
Organization) March 1582)" clanse set
forth in Attachment A with such -
modifications and taflaring as may be
authorized In Part 8, axcept that the
funding agreement may contain
alternative provisions——

(1} When the fmdiog agreemremt is for
the operation of & Government-owned
research or on facility; or

{2) In exceptional circumstances when
it is determmined by the agency that
restriction or elimination of the right %a
retain title to arry subject invention wilt
better promuote the policy and objectives
of Chapter 38 of Title 35 of the United
States Code: or

{3) When it is determined bry a
Government authority which is
authorired by statute or executive order
to conduct foreign intelligence or
counterintelligence sctivities that tha
restriction or elimination of the right to
retain title to any subject invention is
necessary 10 protect the secarity of such.
activities, ‘

b. {1) Any determination under Pact
7.2.{2) of this Circular wiil be in writing
and accompanied by a written
statement of facts justifying the
determination. The statement of facts
will contain such information as the
funding Federal agency deems relevant
and, at minimum, will (i) identify the
amall business firm ar non

‘organization mvalved, {li) desctibe the

extent to which agency action restricted
or eliminated the right to retain title to a
subject invention, (iii) state the facts
and rationale supporting the agency
action, {iv] provide supporting
documentation for those facts and - - -
rationale, and {v) indicate the nature of
any objections to the agency action and
provide any documentation in which
those objections appesar. A copy of the
each such determination axd written:
statement of facts will be sext to the
Camptroiler Gereral of the United
States within 30 deys aiter the award of
the applicable funding agresment. In
cases of determinations application e

amall bosiness firms, copies will aivo be -

sent to the Chief Connse] for Advocacy
of the Small Business Administration.
(2) To asxist the Campiroller General
to accomplish his or her respomibiiities
under 35 U.S.C, 202, each Federal ‘

agency that enimry inte any fmoding
agreewents with pomprofit organizations
or amall business fama during ihe .
appiicable reporting period ahaill
acrumulats and, at the request of the
Comptroller General, provide the
Compiroker Gansrsd ar his or hae cH'y
authorized represenative the total
pumber of prime sgreemants extered
into with small betiness Grms or o
nonprofit crganixs o that contain the
patent rights clapse of Attachment A
during eack period of October 1 through
September 30, beginning October 1,
1582

c (1] Agencies are advisad that Part
7.a. applies to subcontracts at any tier
under prime funding agreements with

. contraciors that are other thaa onal

* business firtes or ponprofd
organizatioms. Accordingly, agencies
should take appropriate acthon 10 snsuve
‘that this requiremest is reflected in te
patent clauses of soch prime funding
agreenwis awarded after March 1,
198%

(2) In the event an agency hae
cutstanding proee fimding agreements
that de not coatein patent flow-down
provisions consistert with either this
Circular or OMB Bulletin 8122 [if it was
applicable at the time the funding
agreement v swarded), the agency
shall take sppropriate action to ensure
that smail business firms or domestic
nonprofit orzardzadion subcontractors
under such prime funding agreemernts

. that received their subeontracts aiter
July 1, 1981, will receive rights in thetr
subject inventions that are consisteot
with Pob. L. 96-517 and this Circutar,
Appropriste actions might inclode (i}
amendment of prizee contracts and /or
subconiracts; {ji) requiring the inciuaion
of the clause of Attachmernt A as a
condition of agency approval of a
subcontract; or {iii) the granting of tithe
to the subcowiractar to identified sabject
inventions on terma substantaily the
same as contained in the clause of
Attachment A jn the event the

subcont t tains a "defen‘a& e e e e

determination” or “acguisition by tha
Govemment” type of patent nshtl
clause.

d.ToqnaItfyfnrﬂ-da-ci

* Attachment A, a prospective contractor

may be required by an agency to certify
that it is efther 2 amall busicess firm or
& domestie nosprofit organization, i the
agency has reasos tn question the states
of the prospective coniractor as a smail
businesa firm ar domestic zocprofit
organization, i may file a protest in
accordamce with 13 CFR 121.3-5 if smail
businiess firm status is questiored or
require the prospective contractar iy

R
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furnish evidence to astablish its status
as a domestic nonprofit organization.

8. Instructions for Modification and
Tarloring of tha Clause of Attachment A.

a. Agencies should complete the blank
in paragraph g.{2) of the clause of
Attachment A in accordance with their
own or applicable Government-wide

reguiations such as the FPR or DAR. The

flow-down provisions of the clause cited
by the sgency should, of course, reflsct
the requirement of Part 7.c.(1).

b. Agencies shouid 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.

¢. Agencies may replace the italicized
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
“contracting officer” by “grants officer.”
Depending on its use, “Federal agency”
can be replaced either by the
identification of the agency or by the
specification of the particular office or
official within that agency.

d. When the agency head or duly
authorized designee determines at the
time of contracting with a small
business firm or nonprofit organization
that it would be in the national interest
1o acquire the right to sublicense foreign
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:

This license will include the right of the
Government to sublicense foreign
governments and international organizations
pursuant to the following tresties or
international agreements: ; Oor pursuant
to any future treatics or agreements with
foreign governments or international
orgenizationa.

The blank in the above should be
completed with the names of applicabla
existing treaties or international
agreements. The above language is not
intended 1o apply to treaties or
agreements that are in effect on the date
of the award which are not listed. The
above language may be modified by
agencies by deleting the reference o
future treaties or agreements or by
otherwise more narrowly defining
classes of future treaties or agreements.,
The language may also be modified to
make clear that the rights granted to the
foreign government or internationa]
organization may be for additional
rights beyond a license or sublicenae if
so required by the spplicable treaty or

. Y-S MR TP

International agreemant. For axample, in
some cases exclusive or even
the assignment of title in the foreign
country invoived might be required.
Agencies may also modify the language

. above to provide for the direct licensing

by the contractor of the foreign
government or international
organization.

e. To the extent not required by other
provisions of the funding agreement,
agencies may add additional
subparagraphs to paragraph (f) of the
patent rights clause of Attachment A to
require the contragtor to do one or more
of the following:

{1) Pruvide periodic (but no more
frequently than annually) listings of all
subject inventions required {o be
disclosed during the period covered by
the report:

(2] Provide a report prior to the close- -

out of a funding agreement lsting all

subject inventions or statmg that there
were noge:

{3) Provide notification of all -
subcontracts for experimental,
developmental, or research work: and

{4} Provide, upon request, the filing
date, serial number and title; a copy of
the patent application; and patent
number and lssue date for eny subject
invention in any country in which the
contractor has applied for patents.

Part 8. Publication or Release of
Invention Disclosures,

a. 35 U.8.C. 205 provides as follows:

Federal agencies are authorized to
withhoid from disciosurs to the public
information disclosing any invention in which
the Federa} Government owns of may own a
right, title, or interest (including a
nonexclusive licdnse) for a raesonable time in
order for a patent application to be filed.
Furthermore, Pederal agencies shall not be
required to telease copies of any document -
which is part of an application for patent
filed with the United States Patent and
Trademark Office or with any forsign patent
office. .

b. To the extent aathorized by 35
1U.S.C. 205, agencies shail not disclose to
third parties pursuant to requests under

the Freedom of Information Act (FOIA]- -

any information disclosing a subject
invention for a reasonable time in order
for a patent application to be fled. With
respect to subject inventions of
contractors that are smail business firma
or nonprofit organizations, a reasonable
time shail be the time during which an
initial patent application may be filed
under paragraph ¢ 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
oot to retain title or after the time in

T LGt L R ) L SRR LY, Ay

which the contractor {s required to make
an election if the contractor has not
made an election within that time.
Similarly, an agency may honor an
FOIA request at its discretion if it finds
that the same information has
previously been published by the
inventor, contractor, or otherwise, If the
agency plans to file itseif when the
contractor has not elected title, it may,
of course, continue to avail itself of the
authority of 35 U.S.C. 205.

c. As authorized by 35 U.S.C. 205,
Federal agencies shall not release copies
of any document which is part of an

- application for patent filed on a subject

invention to which a smail business firm
or nonprofit organization elected to
retain ttle, ‘

d. A number of agencies have policies
to encourage public dissemination of the
results of work supported by the agency
through publication in Gavernment or
other publications of technical reports of
contractors or others. Inrecognition of
the fact that such publication, if it
included descriptions of a subject
invention, could create bars to obtaining
patent protection, it is the policy 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
circumstances under which agencies are
authorized to release such information
pursuant to FOIA requests under Part
9.b. abave, agencies may publish such
disclogures.

e. Nothing in this Part is intended to
preciude 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 a3 part of a
technical report or other submission of
the contractor which were submitted
independently of the requirements of the
patent rights provisions of the contract.
However, if 2 small business firmor
nonprofit organization notifies the
agency that a particular report or other
submission conteins a disciosw» of a
subiject invention to which it has elected
or may elect title, the agency will uze
reasonable efforts to restrict its :
publication of the material for six
months from date of its receipt of the

report or submission or, if earlier, until
the contractor has filed an initial patent -
application. Agencies, of course, retain
the discretion to delay publication for
additional periods of time,

f. Nothing in this Part 9 is intended to
limit the authority of agencies provided
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in 35 U.5.C, 206 In circumstiances ot
specifically described in this Part 8.

10, Reporting on Utilizsation of Subject
Invantions.

a. Paragraph h. of the clause of
Attachment A provides that agencies
hava the right to receive periodic reports
from tha contractor on utilization of
inventions. In accordanca with such
inzstructions as may be issued by tha
Department of Commerce, agancies
! shall obtain such information from their
contractors. Pending such instructions,
ggencies should not imposa reparting
requirements. The Department of
Commerce and the agencies, in
conjunction with representatives of
- gmall business and nonprofit

organizations, shail work together to -
— establish a uniform periodic reporting -

. system.

' b. To the extent any such data ar -
information supplied by the contractor is

—. considered by the contractor, or its

| licensee or assignee, to be privileged
and confidential and is a0 marked,

" agencies shall nat, to the extent
permitted by 35 U.S.C. 202(c){5], disclose

™ such information to persons outside the

. Government.

11. Ratention of Rights by fventor.

Agencies which allow an inventor to
 retzin rights to a subject invention made

. under a funnding agreement with a small
! business firm or nonprofit organization

contractor, as authorized by 35 U.S.C.
. 202(d), will impose upon the frrventor =t
*{ least those conditions that wauld apply
! |to a small business firm contractor

* under paragraphs d. (if) and (iii); £.(4% ks
i; and j. of the clause of Attachment A,

12, Government Ass;gnment o
: Contractor of Rights in Invention of
-+ Government Employes. In any case
when a Federal employee iy a co~
— inventor of any invention made urder a

'funding agreement with a small business
__} finm or noBprofit organization and the
. Federal agency employing such co-
_inventor transfers or reassigns the right
.it has acquired in the subject inventhm
{from its employee to the contractor as
" autharized by 35 US.C. 202{e), the
. assignment will be made subject to the
(" same conditions as would apply to the
icontractor mder the clause of
~~ Attachment A,
13, Exercise of March-in Rights,
. a. The following procedures shail
'govern the exercise of the march-in
|_‘rights of the agencies set forth in 35
UL.8.C. 203 and the clanse at Attazhnnnt
o P
! b, Whenever an receives
"~formation that it believes might

arrant the exercise of march-in rights,
__before initiating any march-in

proceeding In accordanca with tha

procedures of Part 13.c.-h. below, it shall

——

~-

o

notify the contrector in writiog of the
information and request informasl
writien or o¢al coxirnertiis fpceon the
contractor. In the abweace of ey
comments from the contracior withia 30
days, the agency may, st its diecretion,
procaed with the procadures bedow. I a
commaeant {s recaived, whathar ar not
within 30 days, then the agency shadl,
withio 60 days after it reczives the
comment, sither initista the procadurss
below or notify the coniractor, in
writing, that it will not pursue march-in
righta based on the information sbeut

which the contractor was notified.
¢ A march-in p ing shall be
initlated by the issuance of a writiea

notice by tha ageocy to the contractes
and its assignes or exclusive licensee, as
applicable, stating that the agency is
considering the exercise of march-in
rights. The notice shall staie the reasons
for the proposed march-in in berms
sufficient to put the coriracier on notice
of the facts upon which the action wcm]d
be based and shail specify the

fields of use in which the ageacy u
considering requiring licansing, The
notice shail advise the coniracior -
(assignee or exciusive licenses) of its
rights, as set forth in this Circular and in
any supplemental agency regulations.
The determication to exengise march-in
rights shall be made by the kead of ths
agency ar designee, excapt as provided
in Part 13.f. below.

d. Within 30 days after raceipt of the
written notice of mareh-in, the
contractor {assignee or excloxive
licensee) may submit, in person, in
writing, or through a representative,

information or argument ia opposition ta”

the proposed march-in, incinding sny

‘additional specific irformation which

raises a genuime dispute over the :
material facts upon which the march-in
is based. if the information preserrted
Taises a genuine dispute over the

material facts, the head of the agency or .

designee shall undertake or refer the
matter to another offficiad for fact-
finding.
e. Fact-finding lhaﬂ be conducted in
accordance with the procedures
established by the agency. Soch
procedures shail be as informal as
practicable and be consistent with
principles of fondamental fatrmess, The
should afford the contractor
the oppartumity to appear with counsel,
submit docomentary evidence, present
witnesses and confrout suck persons ae
the agency may present. A transcribed
record shall be mede and shail be
availabie &t cost to the contractor upem
requast, The requiremrent for a
transcribed record may be waived by
mutusl agreement of the contractor and
the agency. Any portion of & fact-finding

and. for that
" “contractor” as Deed in this Part shall be

heariog that irwolves testinony or
svidence reinting to tee utilizatien or
efforts st obtaheirg wiitiration that are
being mada by the cectractor, it
assigmee, or Ncansees shail be doved 10
the public, incinding poteriial Bcensees.
L The official the fmet.
finding sheil prepare written Srndievgs of
fact and transmit then to the hewd of the

agency or designee after the
conclusicn of the fact-Onding
proceeding, A copy of the fimdings of’
fact-shall be sexi to the contracior
{assigoes or exciosive Eme} by
registered or certiffed mail.

g.n mhwﬁcﬁfad—ﬁnﬁqhﬂ
been conducted, the head of the agency
or e ebail base his or her
determinatfon on the facts found,
together with any other information and
argument submitted by the contractoe
(assignee or exclusive Ecensee), and any
other information in the administrative
record. The conaistency of the exercize
of march-in rights with the policy and
objectives of 35 US.C. 200206 and this
Clrcalar shall also be considered, In
cases referred for fact-finding, the head
of the agency or designee may reject
only those facts that have been found

. that are clearly erronecus. Written

notice of the determinafion whether
march-in rights will be exercized ahall
be made by tha head of the agency oc
desigriee and sent o the contracter
(a=signee ar exclusive licensee) by
certified or registered mail within 90
days after the completion of fact-nding
or the proceedings will ba deemed to
have been terminated and thereafler no
march-in based on the facts and reasons
upon which the proceeding was initiated
may be exercised.

h. Ar agency may, at any tims,
terminate a march-in proceeding if it is
satisfied that it does not wiah ta.
exercise march-in righta.

L The procedures of thia Part sheil
also apply to the exercise of march-in
rights agairist inventors recaiving title to.
subject inventions mdt;r 38 US.C 20xd)

e tarm

deemed to include the invertor.

j- Notwithstandirg the last sentesce of
Part 13.c., a determination to exercise
march-in in cases where the subject
invention was mede mider a comiract
may be made initially by the contracting
afficer in sccordance with the

of thowe in Parts 13.d.-g. sbove (except
that the lust sentemce of Part 13.e. shall
continue to apply). However, when the
procadures of this Purt 13.]. 2re ugsed. the
contractar, assigows, ar exclusive
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licensea will not be required to grant a
license and the Government will not

t any lloanse wutil after either: (1) 90

from twt dirke of the contractor’s

raceipt of the coutrcting officer's
decision, if po appeal of the decision has
been made to an agency board of
contract appeais, or if no acton has

been brought imdar Section 10 of the Act

within that time; or (2] the board or
court, as the case may be, has made &
final decision in cases when an appeal
or action has been hrought within 80 .
days of the coatracting officer’s
decisiom.

k. Agencies are authorized to issue
supplamental procedures, not
inconsistent herewitk, for the conduct of
‘march-in proceedings.

14, Appeals,

* a.The agency official initially .
authorized to take any of the following
actions shall provide the contractor with
a written statement of the basis for his
or her action at the time the action is
taken, inchiding any relevant facts that
were relied upon in taking the action: .

(1) A refusal to grant an extension
under paragraph c.(4] of the clause of
Attachment A, :

(2] A reguest for & conveyance of Htle
under paragraph d. of the clause of
Attachment A,

{3] A refusal to grant & waiver under
paragraph L of the clause of Attachment
A :

{4} A refusal to mpprove an
assignment under paragraph k.(1) of the
claune of Attachmesrt A

(5} A refusal to spprove an extension
of the exclusive Heense period under
paragraph k.{2) of.the clause of
Attuchment A,

b. Each agency shail establish and
publish proceduref under which any of
the agency artions listed in Part 14.a.
above may be appesaled to the head of
the agency or dasignee. Review at this
level shall consider both the factnal and
legal basis for the action and its
consistency with the policy and
abjectives of 35 US.C. 200-208 and this

Cireuiar,

c. Appeals procedures established
under Part 14 b. above shall inclade
administrative due process procedures
and standards for fact-finding at least
comparable to those set forth in Part
13.0.~g’ of this Circular whenever there
is a disputs as to the factual basis for an
agency request for a conveyance of title
under paragraph d. of the clause of
Attachment A, including any dispute as
to whather or not an invention is a
subject invention.

- d. To the extent that any of the
actions described in Part 14.2. are
subject (o appeal under the Cantracts
Disputs Ast, the procedurns under that

_ Act will stialy the requirecants of

Parts 14 h. and c. above,

15. Licensing of Background Patant
Rights to Third Porties.

8. A funding agreemant with a small
business firm or & domestic nonprofit
organiraton will not contain & provision
ailowing a Federul agency to require the
licensing to third parties of loventions

" gwned hy the contractor that are not
subject inventions uniess such provision .

has been approved by the agency head
and & written jastification has been
signed by the agency hasd. Any such
provision will clearly state whether the
licenising may be required in connection
with the practice of a subject invention,
a apecifically identifiad woek obisct, or
both. The agency head may not delegate
the anthority to approve sech provisions
or to sign the feetification required for
such provisions,

b. A Feders] agency wiil not require
the licensing of third parties onider any
such provision uniess the agency head
determines that the ose of the invention
by others is necessary for the practica of
a subject invention or for the use of a
work abject of the hmding agreement
and that such action is necessary to
achieve practical application of the

-subject invention or work phiject. Any

such determination will be on the record
gfter an oppartenity for so agency
hearing, and the contractor shall be
given prompt notification of the
determination by certified or registered

18. Administrotion of Patant Rights
Clauze. . :

£, It is important that the Government
and the contractor know und exercise
their rights in subject inventions in order
to ensure thelr expeditions availability
to the puhlic, o enable the Government,
the contractar, anrd the public to avoid
unnecessary payment of royalties, and
to defend themsalves against claims and
guits for patent infringement. To attain
these ends, contracts shouid be 30
administered that

[1] Inventious are identified,
discloged, and an election is made as
required by the contract dauose.

{2} The rights of the Government in
such inventions are estzblished:

(3} When appropriate, patent
applications are timely filed and
prosecaied by contractors or by the
Government;

(4) The rights in patent applications
are documentad by formal [nstruments
sich ag licenses or assignments;

(5] Expeditious commerdial utilization
of such inventions is achisved.

b. With respect to the cnaveyance of
licepse or assigrments to which the
Government may be eatithed under the
clzuse of Attachmeenrt A agencies should

follow the guidance provided in 41 CFR
1-0.109--5 or 32 CFR 9-109.5,

c. In tha svent 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 shail designate one agency as -
responsible for administration of the
rights of the Government in the
invention.

17. Modification of Existing Agency
Regulations.

a. Existing agency patent regulations
or other published policies concerning
inventions made under funding
agreements shall be modified as
necessary to make them conaistent with
this Circular and 35 U.5.C. 200-206.
Agency regulations shell not be more
restrictive or burdensome than the
provisions of this Circular.

b. After March 1, 1982, this Circalar
and 35 U.S.C. 200206 shall take
precedence over any condlicting agency
regulations or policies.

18, Lead Agency Designation. In order
to assisi the Offica of Federal
Procurement Policy to ensure that 35
U.5.C 200-208 and this Circular are
implemented in a wniform and .
consistent manner, the following
responsibilities are assigned to the
Department of Commerce (hereaftar
referred to as “The Department”). Other
agencies ghall fully cooperate and asaist
in the carrying out of these
responsibilities:

2. The Department will monitor
agency regulations and procedures for
conaistency with the Act and this
Circnlar, and it shall provide
recommendations to OFFP and agencies
whenever it finds ingonsistencies.

b. The Department will consult with
represeniatives of agencies and
contractors to obtain advice on—

{1} the development of the periodic
reporting system required wnder Part 10
of this Circular, and

‘(2) changes in this Circular which may
be needed based on actual experience
under the Circular,

¢ The Department will accumniate,

.. maintain, and publish such statistics =
. and analysis on utilization and activities

under this Circular and under
Government patent policies and

. practicas generally, as may be agreed to

between the Department and OFFP,

o The Department will make
recommendations to OFFP on changes
that may be needad in this Circular.

19. Sunset Review Dote. This Circular
shall have a policy review no later than
thres years from the date of its issuance.

20 Inguiries. All questions o
inquiries should be subaitted to the
Offine of Management and Budget,
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O’fﬂcu of Federal Procurement Pollcy,
telephone number (202) 395-8810.
Donaid E Sowis,

- Administraior.

David A. Stockman,
Director.

Attachment A—Clrcular A-~124

Tha following is the standard patent
rights claused to be used in funding
agreements as provided in Part 7,

Patent Rights (Small Business Firms
and Nonprofit Orgenizations] (March
1982}

a. Definitions

~ {1) “Invention™ means any invextion
or discovery which is or may be. -
patentable or otherwise protectable
under Title 35 of the United States Code.

{2} “Subject Inventon” means any .
invention of tha coatracior conceived or
first actually reduced. to practics in the
performance of work under this )
contract,

(3) “Practical Application™ means 1o
manufacture in the case of a
composition orproduct, to practics in
the case of a process or method, or to
operate in the case of 2 machine or
system; and, in each case, under such
conditions as to establish that the
invention is being utilized and that its
benafits are, to the extent permitted by
law or Government regulations,
available to the public on reasonable
terma.

(4) “Made”™ when used in relation to
any invention means the conception or
first actual reduction to practice of such
invention.

(5) "Small Business Firm" means a
small business concern as defined at
Section 2 of Pub. L. 85.536 (15 U.S.C. 832)
and implementing regulations of the
Administrator of the Small Business
Administration. For the purpose of this
clause, the size standards for small
businesa concerns invalved in
Government procurement and
subcontracting at 13 CFR 121.3-8 and 13
CFR 121.3-12, respectively, will be used.

{8} “Nonprofit Organization” means a
university or other institution of higher
education or an organization of the type

' described in section 501{c}(3) of tha

Internal Revenue Code of 1854 (28 UUS.C
st1(c]) and exempt from taxation under
section 501(a) of the Intérnal Revers
Code (28 U1.5.C. 501(a)) or any noaprofit
scientific or educational organization
qualified under a state ponprofit

organization statute. -

- b. Allocation of Principal Rights

" The contrgctor may retain the entire
right, titls, and interest throughout the

. warld ta each subject invention subject

to the provisions of this clanse and 28
U.S.C. 203, Wlth to any subject
invention in which contracior
retains titls, the Federal Government

. shail have & non-excivsive, none

transferable, irrevocable, paid-up
lcemse to practics aor havs practiced for
or on behalf of tha United States the
subject invention throughout the warld

¢. Invention Disclosure, Election of Title

.and Filing of Potent Applications by
- Contracior,

(1) The cantmdnrwm disclose each
subject Invention to the Fedsral agency
within two months aiter the inventor
discloses it in writing to coniractor
personnel responsible for patent
matters. The disclosure to the agency
shall be in the form of a written report
and shall identify the controct under
which the invention was made and the
inventor{s}. It shall ba sufficisntly
complets in technical detail to convey a
ciear underatanding, to the extent
known at the time of the disclasure, of
the nature, purpose, operation, and the
physical, chemical, biological or
electrical characteristics of the
invention. The disclosure shaill also
identify any publication, on sale or
public use of the invention and whether
a manuscript describing the invention-
has been submiited for publication and,
if s0, whether it has been accepted for
publication at the ime of disclosure. In
addition, after disclosure to the agency,
the contractor will promptly notify the
agency of tha acceptance of any
manuscript describing the invention for
publication or of any on sale or public

_use planned by the controctor.

(2) The contractor will elect in writing
whether or not 1o retdin title to any such
invention by notifying the Federa!
agency within twelve months of
disclosure to the contracior: Provided,
That in any cass where publication, on
sale or public use has initiated the ona
year statutory period wherein valid
patent protaction can still be obtained in
the United States, the period for election
of title may be shartened by the agency
{o a date that is no mors than 80 days .
priar to the end of the statutory period.’

{3) The contractor will file its initial

- patent application on an elected

Invention within two years after slection
ar, If earlier, prior to the end of any
statutory period wherein valid patent
protecton can be obtained in the Unitad
States after a publication, on sale, or
public use. The controciar will file -
patsnt appiications in sdditionai
countries within either ten months of the
sorresponding initial patent application
or six months from the date permission
granted by the Commissioner of
Patenu and Trademarks to fils foreign

patent applications where such filing -
has beent prohibited by & Secrecy Order.

(4) Requests for extension of tha timae
for disclosurs to the agency, election,
and fAling may, at the discretion of the
funding Fedaral ogency, be granted,
d. Conditions When the Governmaent -
May Obtain Titls

{2) The controctar will convey tn the
Fedaral agency, upon writlen requaest,

- title to any subject invention:

{i) if the contractor fails to disclose or
elect the subject invention within the
times specified in c. above, or elects not
to retain Htls,

{ti) In thosa commtries in which the
contractor fails to fils patent
applications within the times speciﬁad
in c. above: Provided, however, That if
the contractor has filed a patent
application in a country afisr the imes
specified In ¢, above, but pror to its
receipt of the written request of the
Federal agency, the contractor shall
continue to retain title in that country.

(iii]) In any country in which the
contractor decides not to cantinue the
prosecution of any application for, to
pay the maintenancs fees on, or defend
in reexamination or apposition

proceeding on, a patentona mb]act
invention.

e. Minumum Rights to Cantmc:a.rj

" {1) The contracior will retain a .
nonexclusive, royalty-free licensa
throughout the world in each subject
invention to which the Government
obtains title except if the controcior
fails to disciose.the subject invention
within the titues spacified Inc. above,
The controctor’s license extends to its
domestic subsidiarief and affiliates, if
any, within the corporate structurs of
which the contractor is a party sand
includes the right to grant sublicenses of
the same scope to the extent the
coniracior was legally obligated to do so
at tha time the contract was awarded.
The licensa is transferable anly with the
approval of the funding Fedaml agency
except when transferred to

succeagor of that party of tbe
contractor’s business to which tha
invention pertains.

(2) The contractar’s domestic license
may be revoked or modified by the
funding Federal agancy to tha extent
necessary 10 achieve expediticus
practical application of the subject
inyention pursnant to an application for
an exclusive license submitted in
accordancs with applicable provisicns
in the Federal Property Managemant
Regulations. This license will not be
revaked in that feld of ose or the
geographical arwas {n which the

s A+ g ¢ e A L e
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contractor has achieved practical
application and continues to maks the
benefits of the invention reasonably
accessible to the public. The lcense In
any foreign country may be revoked or
modified at the discretion of the funding
Federn! agency to the extent the
contractor, it8 licensees, or its domestic
subsidiaries or affliates have failed to
achieve practical application in that
foreign country.

(3) Before revocation or modification
of the license, the funding Federal
agency will furnish the contractor a
written notice of its intenton to revoke
or modify the license, and the contractor
will be allowad thirty days (or such
other time as may be authorized by the
funding Federal agency for good cause
shown by the controctor) after the

notice to show cause why the license

should not be revoked or modified. The
contractor has the right to appeal. in
accordance with applicable regniations
in the Federal Property Management
Regulations concerning the licensing of
Government-owned inventions, any
decision concerning the revocation or
modification of its licenae.

[f- Contractor Action to Protect the
Governmenis Interest

{1) The contractor agrees to execute
or to have executed and promptly
deliver to the Federnd agency all
instruments necessary ta (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 ({i) convey title
to the Federal agency when requasted

under paragraph d. above, and to enable -

the Government to obtain pateat
protection throughout the waorld in that
subject inveation,

{2) The contructor agrees to require,
by written agreement, its employees,
other than clerical and pontechnical
employees, to disclose promptly in
writing to personnel identified as
rexponsibile for the administration of
patent matters and in a format
suggested by the contractor each subject
invention made under contract in order
that the comtroctor can comply with the
disclosurs provisions of paragraph ¢
above, and to execute all papers
necessary to file patent applications on
subjeet inventions and to esteblish the
Government's rights in ths subjact
inventions. This disclosurw format
should require, as a miniryum, the »

" information required by c{1) above. The

contractor shall instruct sauch employees
through employee agresments ar pther
suitable educational programs on the
importance of reporting inventiens in
sufficient time to permit the filing of

patent applications prior to U.S. or
foreign statuiory bars.

{3) The contractor will notify the
Fedaro! agency of any decision not 1o
continue the prosecation of a patant

‘application, pay maintenance fees, or

defend in & reexamination or opposition
proceeding on a patent, in any country,
not leas than thirty days before the
expiration of the response period
required by the relevant patent office.
{(4) The controctor agrees ta include,
within the specification of any United
States patent application and any patent
issuing thereon covering a subject
invention, the following statement, “This
invention was made with Government
support under {identify the contract)
awarded by (idantify the Federn/
agency). The Government has certain
rights in this invention.” )
8. Subcontracts

(3] The zontructor will nclude this
clause, suitably modifiad to identify the
partied, in all subcontracts, regardless of
ter, for axperimental develapmental or
research work to be performed by a
small business frm or domestic
nonprofit organization. The
subcontractar will retain eil rights
provided for the controctor in thia
clause, and the comtractor will not, as

-part of the consideration for awarding

the subcontract, obtain rights in the
subcontractor’s subject inventions.

{2) The contractar will include in all-
other subcontracts, regardless of tier, for
experimental, devélopmental or
research work the patent rights clause
required by (cite section of agency
implementing regulations, FPR, or
DAR).

(3} In the case of subcantracts, at any
tier, when the prime award with the
Federal agency was a contract (but not a
grant or cooperative agreement), the
agency, suhconiractor, and the
contractor agree that the mutwal
obligations of the parties crented by this
clause constituts 3 coptract between the
subcontractor and the Federal agency

with respect to those matters covered by .

this clanss,
A Reporting om Uuﬂzm of Subject

Inventions

The contracior agrees to submit on
request perfodic reports no more
frequently than annually on the
utilization of a subject invention or on
efforts at cbtrining such utilization that
are being made by the contractor or its
licensees or axsignees. Such reporis
shall include information regarding the
status of development, date of frst
commarcial ssele or use, gross royeities
recaived by the coutracior, and such
other data ad iipometion as the

agency may ressonably specify. The
contracior aiso agrees to provide
additional reports as may be requestad
by the ggency in connection with any
march-in proceeding undertaken by the
agency in accordance with paragraph j.
of this clause. To the extent data or
information supplied under this section
ia connidered by the contracior, its
Noensee or assignee to be privileged and
confldential and is 50 marked. the
agency agrees that, to the extent
permitted by 35 U.S.C. 202(c)(5), it will
not disclose such information to persons
outside the Government.

1. Preference for United Siates Industry

Notwithstanding any other provision
of this clause, the controctor 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 uniese such person agrees that
any products embodying the subject
invention or produced through the use of
the subject inveation will be

“manufactured substantially 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 assignes that
reasonable but unsuccessful efforts have
been made to grant licenses on similar
terms to potential licensees that wounld
be likely to manufacture substantially in
the United States or that under the
circumstances domestic manunfacture is
pot commercisally feasible

J. March-in Rights
The contractor agrees that with
respect to any subject inventien in

.which it has acquired title, the Federa/

agency has the right in accordance with
the procedures in OMB Circular A-124
{and agency regulations at Jto

"~ tequire the controctor, an assignee or

exclusive licensee of a subject invention
to grant & non-exclusive, partially
exclusive, or exclusive license in any
field of use to a responsible applicant er
applicants, npon terms that are
reasonable under the circumstances, - ..
and if the contracior assignee, or
exclusive censee refuses such a
request, the Federal agency has the right
%o grant such a Hcense itself if the
Federa! agency determines that:

{1) Such acticn is necesgary hecause
the contractor or assignee hag pot taken,
or is not expected to take within a
raasonable ime, effective steps to
schieve practical application of the
pubject invertion in such feld of use.

12} Such action is necessary to
slleviate heaith or safety needs which
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!] u'-e not reasonably satisfied by the will be utilized ﬁ:r the support.of
|__ontroctor, aasignee, or their licensees; scientific research or aducanon.
{3) Such action is necessery to meet
~~aquirements for public use specified by L Communications _
| ?ederal regulations snd such ' [Complete According to Instructions
: atPart Bb. of this Clreuiar).

| equirements are not reasanably

€

satisfied by the contructor, assigmee, ©f PR Doc. Bt Nivd 21042 eutom]
Ilcennees. or BaLLING, COOE 3110-01-M
; | {4) Such action is necessary because e
| he agresment required by paragraph i.
~ofthis clause has not been obtained or
wmved or because a licensee of the
‘xclusive right to ose or sell any suhiect
nvention in the United States is in
“-oreach of such sgreement.

}r. Special Provisions for Contrac:rs with _
| Van-pmﬂt Organizations ' )

|/ 1f the contractor is a non-profit
orgamzatmn. it agrees thatt -
{1) Rights to a subject invention in the
lr_q.lmtlzd States may not be assigned
| without the approval of the Federal
‘agency, except where such assignment
1s made to an organization-which has as
{"ne of its primary functions the
| nanagement of inventions and which is
" not, itself, engaged in or does not hold a
_ substantial interest in other
[Tirganizations engsged in the
_“ manufacture or sale of products or the
--agse of processes that might utilize the
invention or be in competition with
r— mbodiments of the invention provided
| I .at such assignee will be subject to the
\...lame provisions as the controcior);
{2} The contractor may not grant
exclusive licenses under United States
| ‘batents or patent applications in subject
{ _nventions to persons other than small
. business firms for a period in excess of
the earljer of;
J {i) Five years from first commercial
i sale or use of the invention; or -
" (ii] Eight years from the date of the
exclusive license excepting that time
(_‘:efore regulatory agencies nacessary to
pbiain premarket clearance, unless on a
“case-by-case basis, the Federal agency
approves 8 longer exclusive license. If
(exclusive field of use licenses are
I granted, commercial sale or use in one
—Held of use will not be deemed
cummercial sale or use as to other Helds
—of use, and a first commercial sale or : B e
[ use with respect to a product of the '
_.Invention will not be deemed to end the
exclusive period to different subsequent
~products covered by the invention.
' 1 (3) The contractor will share royalties
[ collected on a subject invention with the
_inventor; and
- (4} The balance of any royalties or
| income earned by the contractor with
| espect to subject inventions, after
yment of expenses {including
payments to inventors) incidental to the
| administration of subject inventions,
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| DEPARTMENT OF COMMERCE
* 37 CFR Part 401

{Docket Mo. 41278-6009]

Rights to Inventions Made by
Nonprofit Organizations and Small
Business Firms

AGENCY: Assistant Secretary for
Productivity, Technology and
- Innovation, Commerce.

AcTiON: Interim final rule.
SUMMARY: Pub. L. 98-620 amended
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Chapter 18 of Title 35, United States
Code, dealing with patent rights in
inventions made with Federal funding
by nonprofit organizations and small
business firms. It also reassigned
responsibility for the promulgation of
regulations implementing 35 U.5.C. 202~
204 and the establishment of standard
funding agreement provisions from the
Office of Management and Budget
(OMB)] to the Secretary of Commerce.
This regulation. to appear at 37 CFR Part
401, establishes such implementing
regulations and standard funding
agreement provisions. )

BATES: July 14, 1986. Comments by:
September 12, 1986.

- _ FOR FURTHER INFORMATION CONTACT:

Mr. Norman Latker, Director, Federal
Technology Management Policy
Division, Office of Productivity,
Technology and Innovation, 1.8, .
Department of Commerce, Room 4837,
Washington, DC 20230. Phone: 202-377-
0639. '
SUPPLEMENTARY INFORMATION:

Background .

Pub. L. 98620 amended Chapter 18 of
Title 35, United States Code, and
assigned regulatory authority to the
Secretary of Commerce. The Secretary
has delegated his authority under 35
U.S.C. 206 to the Assistant Secretarv for

Productivitv, Technology and
Innovation. Section 206 of Title 35 U.S.C.
requires that the regulations and the
standard funding agreement be subject
to public comment before their issuance.
Accordingly, on April 4, 1985, the
Assistant Secratary publishad a notice
of proposed rulemaking in the Federal
Register (50 FR 13524) for public
comment. As noted al that time, the
regulation closely follows OMB Circular
A-122 which the regulation will replaca.
Dilferences between the proposed rule
and the Circular were highlighted in
Supplementary Information
sccompanying the notice of proposed
rulemaking.

Additionally, to comply fully with
section 266 of Title 35 U.5.C.. the

Department is requesting public

“comuments on this Final Interim Rule,

Comments should be sent to the address
listed in the “FOR FURTHER INFORMATION
CONTACT"” section above. Comments
received by September 12, 1986 will be
considered in promulgating a final rule.
Copies of all comments received are
available for public inspection in the
Department's Central Reference Records
Inspection Facility (CRRIF), room 6628
in the Hoover Building. Information
about the availability of these records
for inspection may be obtained from
Mrs. Hedy Walters at (202} 377-3271.

Treatment of Substantative Comments
on Regulatien Provisions

Twenty-three comments from
seventeen different sources were.
received on the proposed rule in
response fo the April 4 notice. The
substantative issues raised in the
twenty-three comments will first be
discussed as they refer 1o the specific
sectiong of the proposed regulation.
General comments on issues not
mentioned in the regulation will be
discussed later in this Supplementary
Information Section,

Sectign 401. 1(a)~-Two comments
were received on this subject. One
suggested adding a sentence alerting
readers to the fact that the regulation
also includes policy guidance
concerning the administration of funding
agreements that predate the effective
date of the regulation. This was done.

The secend comment suggested the

reference to the statute implemented by

this regulation should be to 35 U.S.C.
200206 and 212 rather than just 202-204.
This suggestion was rejected as
authority granted the Secretary of
Commerce by 35 U.5.C. 208 is limited to
issuing regulations reiated only to
sections 202-204.

. Section 401.1{d}—Several comments
from federal agencies suggested
rewriting the first part of this section to
better reflect the relationship of this
regulation. agency regulations, and the
FAR system. One agency suggested the
regulation should permit agency-
initiated deviations without approval by

~ the Secretary of Commerce. This was

rejected as being inconsistent with the
statute’s requirement to develop a
standard patent rights clause, However,
the need to obtain approval by the
Secretary of Commerce of certain
deviations requested by contractors has
been eliminated and it has been made
clear that madification and tailoring of
clauses, as authorized elsewhere in the
regulation. are not considered
“deviations.”

The suggestion by two agencies that
the FAR be used as the regulatory

- the FAR system should be adopted. This

implementation of Chapter 18 of Title 35.
1J.5.C. was not accepted because it -
would be inconsistent with the luw and 5l
Congressional intent. .
It was also suggested that limitations I
on deviations were tog strict and that o
the more liberal deviation procedures of

was not accepted.

As a result of one agency comment,

§ 401.1(d) has been revised to specify
when regulations shouid be submitted 1o
the Secratary for review.

One agency suggested that the
opening sentence of § 401.1(d) be -
deleted or amended as it “may throw
the validity of every other regulation .

_implementing Pub. L. 98620 into doubt

since lack of coverage of a point by the
Commerce regulations could suggest
that no coverage is permitted.” It is. in
fact. the purpose of § 401.1(d) and the
statute fo override inconsistent
regulations. That is also why it is -
directed that all regulations
supplementing this part be submitted to
the Secretary for review for consistency.
The Department of Commerce will work
with those responsible for Part 27 of the
FAR system to ensure that it is
consistent with this regulation.

Section 401.2(aj—A comment
guggested that the definition of "funding
agreement” include language removing
35 1J.8.C. 212 from its coverage. This :
concern has been dealt with in . -
§§ 401.1{a} and 401.3(a} which exclude
35 U1.S.C. 212 awards.

Section 401.2{h)}—A comment
suggested that the word "possession” be

.added in the definition of "nonprofit I

organizations” after the word “state.”
This has not been done as the statutory
definition dees not include the word
“possession.” The need for seaking an
amendment {o the act is being studied.
Section 401.3{a}{2)—COne agency
comment raised the question of whother
the exceptional circumstance provision
of 35 U.S.C. 202{a}{ii) can be used to
except from contractor ownership &
class of research contracts and all their
resuiting inventions on the grounds that
national security may require
classification of some of the results of
the research. Three responding agencies
believed the general principle of
contractor ownership should be
preserved as it does not preclude the
advanced classification of research
contracts and their resulting inventions

_ for national security reasons under

provisions of law other than 35 U.S.C.
202(a){ii). Agencies are encouraged to
use established national security
classification procedures set out irr
regulation and Executive Order to
protect from public disclosure those
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‘nventions which pose security risks. .
fhese procedures allow the contractor
to elect to retain title to such inventions.
Thus, if at some later date security
classification is lifted the contractor can
- immediately commence yoovn
r commercialization. Howaver, it is
| | recognized that in some limited
‘.5 gityations agencies may be able to use
- national security to justify an alternate
=% ownership provigion under the
L ; exceptional circumstance paragraph of
{1 35 1.8.C. 202(a)(ii}. In such cases
‘provision must be made to permit the
contractor to elect ownership if there is
% ' ho security classification of a reported
{ i invention by the agency within six
. months. Accordingly, § 401, 3[b] pravides-
that should an agency exercise an ‘
! exceptional circumstance exception
| | under § 401.3(a)(2) and include
'~ provisions to own inventions on the
basis of national security, the contractor
— shall be entitled to own any invention if
i | the agency does not classify the .
‘ .'contractor's invention report within six
months of the date it is reported to the
~— agency, or within the same pericd the.

-'ff_"f]

f
1
|
3

_authorized by regulation, law, Executive .

Order or implementing regulations - .- 2.

thereto, prohibit unanthorized _
'semination of the invention. ....+ -~
.ntracts in support of DOE's naval .

" nuclear propulsion program are exempt

from this paragraph. - -

‘r Section 401.3(b)—Two agency -
{

)

comments suggested that the
Tequirement to use the standard clause
with medifications, even when .
!‘“exceptinns under subsection 202(a) are
g invoked, is too restrictive. The language
--of the Act, particularly the introdustion
te 35 U.S.C. 202{c), makes no distinction
~—hetween funding agreements under
'} which the contractor retains the right to
slect title and those in which this right
has been curtailed through ona of the
~exceptions. A standard clause will
| iromote maximum uniformity and
| issurance that small business and
“nonprofit contractors understand their
obllgatmns.
, \ Section 401. S(e]—Comments were
?quested on whethear determinations of
~tlass exceptions should be allowed. One
comment stated that the law
7 ontemplates cage-by-case exceptions
nd felt that anly rarely could a class
* ckception be justified. On the other
hand. one agency comment stated that
lass determinations are needed to
l duce paperwork. That agency
{ _iggested the use of a single
¢+ mination be autharized for multiple
.~ _racts involving identical
f reumstances to facilitate contracting
} 1 long as each contractor is accorded

{Department of Energy does not, as

its right of appeai Thxs 3u°gestlon was
accepted ‘

In response to one comment language
has been added requiring an agency to
advise a contractor of its appeal rights,
when it notifies the contractor that one
of the exceptmns at 35 U S C 202 {a) are
being invoked.:© 7 S

- Seciion 401.3{g/—One agency )
comment expressed concern about th:s
‘section's requirerment to provide
information t& the Comptroller General,
The requirement has been retained as it
was developed during the drafting of
OMB Circular A-124 at the request of
and in consultation with the GAQ, .

Section 401.4(5){3)—In response to
one comment, the word * present" has
been changed to “rely upon.” )

Section 401.4(b)(6)—In response to

" one cotument. language has been added

Tequiring the agency head to detail the
basis for the rejection of facts found-
during the fact-finding process.

Section 401.5(a}—0One agency i
comment peinted out that, particularly
in grants or copperative agreements
where an agency has a polmy of
applying the standard clause in all
subcontracts, paragraph {(g)(3) is not
needed and the standard clause c¢ould
be simplified by eliminating paragraph
(g)(2). This has been done by expanding
§ 401.5{a) to authorize such modification
of the subcontract provisions of the
standard clause at § 401.14. :

Section 401. 5(d}-—At the suggestion of
one agency, several minor changes to
this section have been made. The most

additional language that agencies are
authorized to add to the standard

" clauses which allow agencies to identify

international agreements that are “to be
entered into.” This change is needed to
enable future agreements to be entered
into during contract performance and is
only to be applied to subject inventions
made after the date of contract
amendinent, . :

In response to agency comments. the
number of situations in which the
language at the end of the subsection

-related to international agreements can

be used has been increased to include
all long-term contracts such as those
frequently used for funding opetation of
Government-owned research facilities,

-

-.. significant of these changes igthe ...,

the agencies to ebtain annual listings of
raported subject mventmns has been
retained. - I

Section 401.5(f}—One umversxty
comument raised the question of whether
a university licensing office on the same
.campus but organizationally separate -
from a university-operated,
Government-owned facility would meef
the “most effective technology transfer™
standard in the last sentence of -
paragraph (k){3) which is prescribed at
§ 401.5(f}. The situation descr:bed meets
the standard. -

One agency comment suggested that
language be added at the end of
§ 401.5(f) as follows; “However, in the
case of facilities-of the Department of
Energy, the paragraph shall be used in

contracts designated by the Department -

of Energy as management and operating-
contracts for-such facilities in -
accordance with Subpart 17.8 of the .
Federal Acquisition Regulations as =
supplemented by the Department of - .-
Energy Acquisition Regulations.” This
suggestion has not heen accepted

- because it is inappropriate to include

language that is tied to ather regulations
that could change and which may -
contain definitions based on other :
objectives and purposes. However, DOE
may designate such contracts, and to the
extent it finds that the proposed :
‘language is consistent with 35 U.S.C.
204{c)(7}(E} and § 401.5(f] it may
prescribe such language in its s o
supplementary regulatmns ar oo
instructions.

Several comments suggested the
deletion of the words "at the facility”
from the clause language prescribed by
§ 401.5{f}. The basis for this suggestion
was that limiting the use of income to
research at the facility will actas a
deterrent to university investment in the
promotion of inventions. This change
has been made because it is more
appropriate to leave the question of
royalty sharing with the facility to
negotiations among the interested
parties.

Section 401.5(g)—For clarity, a

- paragraph has been added authorizing -

and not just those mvolvmg a geries uf .

task orders. -

Section 401.5(e){2}—0One comment
suggested adding “or other form of
protection of intellectual property™ to
this requirement. This has not been done
because it goes beyond the scope of the
Act.

Section 401. 5{e}{3}-—1n response to
several agency comments, the option of

agencies to require that contractors
operating Gavernment-owned facilities
furnish certain information concerning -
their invention reporting arld disclosure
procedures.

Section 401.8(c)—For clanty. a change
has been made that agencies are
expected to give notice-only if they have
actual knowledge of assignees or
licensees.

Section 401.6{f}—For clar:ty. the
words “or adopt” have been added to
the subsection. -

-
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this paragraph to follow the statutary One university comment suggested suggested changes later. A second -
language most closely. Alternatively, the that the requirement to assign title to comment expressed concern that. if

.*. comment suggested that “without

'_. permission of the contractor” be
inserted at the end of that sentence. The
alternative suggestion has been adopted
;.as disclosure with the permission of the

-the stautory intent and language.

= .- that other countries have local
]' i * ‘manufacture regulations and that in
' some cases there could be conilicts with
<. the domestic manufacturing .
" requirement. The comment suggested
" “ithat some provision should be made in
~this subsection that an agency will
-automatically ameliorate the U.S.
nanufacture requirement if there is a
" direct conilict with a similar clause in
| another couniry and a single commercial
*  embodiment would involve inventions
-from both countries. This suggestion
-i.was not accepted as there is sufficient
.: latitude under the existing Ianguage to
“allow an agency to waive its :
# requirements under such circumstances
“and therefors explicit discussion in the
~regulation is not warranted.
o Pamgmpﬁ {k}{2}—Several agency
- comments have pointed out that by
' requiring royalty-sharing with agency
employees, there may be situations in
.. which the employee would be placed in .
a violation of the conflict-of-interest .
statutes. This change has been accepted
by adding to the paragraph the words
“where the agency deems it
appropriate.”

One vniversity comment suggested
“inventor” be changed to “inventors”
and that “we would like to hold open
the possibility of sharing royalties with
close techaical associates of the
inventor{s).” For clarity the first change
has been made. The second change has
not been made as such payments can be
made and considered as “expenses
incidental to the administration of
subject inventions.” )

Section #01.14(b)—~For clarification,
soveral changes have been made to the
alternative language prescribed for use
by DOE when the exception at
8 401.3(a}(4) is invoked and title to
inventions made under the Navy nuclear
propulsion or nuclear weapons
programs are retained by DOE. These
changes included elimination of the
exclusive license provided to the
contractor in fields of use other than
Navy nuclear propuision or nuclear
weapons. While the statute does not
mandate this right to contractors, DOE
‘s urged to iske a liberal approach in
Jroviding such right on a case-by-case
L:asis as being within the spirit of the
statute.

=y

.

[

‘contractor would appear consistent with .
- . because it is not consistent with the
. Paragraph (i}—One comment noted

inventions under paragraph (c}{1}{B} as
prescribed at 401.24{b}{2) be limited to
subject inventions that are “riuclear
weapons, naval propulsion systems, -
components thereof, or directly therein.”
This suggestion has been rejected

statute. DOE is urged to take a liberal
approach to granting waivers to -
inventions.that fall within paragraph
{c)(2)(B) as it is written but which are
not within the scope of this suggested

_ langnage, since we helieve that to be

within the spirit and mtent of the e
- statute.
At the request of DOE. provlsmn has

" been made for the use of an alternative

clause. Provisions for record keeping
and reporting requirements will be
submitted to OMB for review under the
Paperwork Reduction Act.

Section 401.15{aj~-This sectien has
been revised to allow the Department of
Energy to use their existing waiver '
procedures in lieu of the procedures
prescribed in this section.

Treatment of Comments on Issues Not
Mentioned in the Regulation

Successor confracts—The notice of
propomzd rulemaking requested
comments on the issue of transfer of
patent rights to suceessor contractors in
contracts for the operation of '
Government-owned facilities. One
agency favored authorizing agencies to
add provisions dealing with this, Several
universities and nonprofit organizations
opposed trausfer of their ownership as
not being suthorized by law. The
Department believes the best solution to
this issue would be to allow the federal
agency and each of the contractors
inveolved to negotiate issues of
allocation of royalties, continuation of

_commercialization efforts, and other

related issues taking into account the
equities of the parties.

Cooperative Research A.rmngements
and “de minimus” Suppert~-Several
commenters suggested that some “de
minimus” standard be established to
define a threshold contribution of
Government funding to the making of a
jointly funded invention below which .
the regulations should not apply. There
is no authority to make this change
because the Act does not define Lo
“subject invention" in terms of the size
of the Government financial .
contributions in making the invention.

Plant Variety Protection—Crne
university comment suggested that
separate regulatory coverage was
needed in this area and indicated an
intent to discuss this with the
Department of Agricultire and to submit

" proposed rule, the General Counselof -

- Administrative practice and procedure.

literally read, the disclosure and

election requirements could require ~
substantial paperwark for plant

varieties that were not found to be
commercially viable. The Department of
Agriculture indicates that they have no
intent to require such paperwork. The .
Department of Commerce is working . .
with the Department of Agriculture to  *
determine whether changes in the clause
may be appropriate for plant vazieties.

Rulemaking Requirements

Ags stated in the proposed notice this
regulation is not a major rule as defined .
in Executive Order 12291, and it adds no |
paperwork burdens. In fact, it reduces :
certain paperwork requirements of the
regulations it replaces. And, as .
discussed In connection with the

T

the Department of Commerce has
certified to the Smail Business

. Administration that this rule will not

* have a substantial economic impact on a
substantial pumber of small entities.

List of Sub]ecta in 37 CFR Part 401

Imrennons and patents, Nonproﬁt
organizations, Small businesses, Grant
programs, Government contracis, . - .,

Dated: July 9, 1988.
D. Bruce Merrifield,

Assistant Secretary for Froductivity,
Technology and Inngvation.

Accordingly, Chapter v of Title 37 of
- the Code of Federal Regulations is
amended by the addition of & new P:lrt
401, to read as follows:

PART 401—RIGHTS TO INVENTIONS |
MADE BY NONPROFIT - i
ORGANIZATIONS AND SMALL . |
BUSINESS FIRMS UNDER _ :
GOVERNMENT GRANTS, CONTRACTS,
AND COOPERATIVE AGREEMENTS

Sec.

401.1 Scope.
401.2 Definitions.
401.3 Use of the Standard Clauses at
§401.14 .
4014 Contractor appeals of exceptions. -
4015 Medification and tailoring of clauses,
401.8 Exercise of match-in rights. -
401.7 Small business preference.
401.8 Reporting on utilization of subject
inventions. -
4019 Retention of rights by coniractor
employee inventor.

. 40110 Government assignment to

coniractor of rights in invention of
Government employee,
401.11 Appeals. :
40112 Licensing of background patent nghls i
to third parties.
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4r..a  Administration of patent rights’

] i clauses. )

4 14 . Standard patent rights clauses.

401.15 Deferred determinations.

401.18 Submissions and Inquiries,

é—\uthonty 35 U.S.C. 206 and the delegation
mlhonty by the Secretary of Commercs ta

{ :Assistant Secretary for Productivity,

Technelogy and Innovation at sectmn 3(g) of

DOO 10-1.

[ '
g 01.1 Scope. .

!.{a) This part 1mp1ements 35 U.5. C
202~204 and is applicable to all Federal
asencies. It applies to all funding

_i reemenis with small husiness firms
Lo nor_prafit organizations executed
‘after the effective dale of this part,
except for a funding agreement made
imarily tor educational purposes.
j “rtain sections also provide guidance
tor the administration of funding
agreements which predate the effective
{"ite of this part. In accordance with 35
| 8.C.212, mo scholarship, fellowship,
‘wdiming grant, or other funding ‘
agreement made by a Federal agency
fﬂﬂman_ly to an awardee for educational
? LEIJ.Dﬁ._S will contain any provision
! wing the Federal agency any rights to
inventions made by the awardee.
1b) The "march-in" and. appeals
f—— edures in §§ 401.6 and 401.11 shall
I ! .y to any march-in or appesl
“proceeding under a funding agreement
subject to Chapter 18 of Title 35, U.S.C.,
[Mitiated after the effective date of this
j art even if the funding agreement was
* wxecuted prior to that date.

(c} At the request of the contractor, a
nding agreement for the operation of a
I jovernment-owned facility which is in
|_ffect on the effective date of this part

shall be promptly amended to include
the prov151ons required by § 401.3(a)
[ Inless the agency determines that one of
! he exceptions at 35 U.S.C. 202(a) (i)-(iv]
“{section 401.3{(a){i}-{4) of this part}is
applicable and will be applied. If the
“ixception at § 401.3(a) (4) is determined
| o be applicable, the funding agreement
*4ill be promptly amended to include the
provisions required by § 401.3(b).

r (d} This regulation supersedes OMB

z Circular A—124 and shall take preedange

._.Jver anE re% ations dealing with
ownership of inventions made by small

}mbusmesses and nonprofit organizations

which are inconsistent wiih it. This
_regulation will be followed by all
agencies pending amendment of agency
Fegulations to conform to this part and
{" amended Chapter 18 of Title 35. Only
dewatmns requested by a contractor

*d notinconsistent with Chapter 18 of

le 35, United States Code, may be
r made without approval of the Secretary.

Madifications or tailoring of clauses as
‘authorized by § 401.5 or § 401.3, when
alternative provisions are used under

i I
i
A

§ 401.3(a} (i)~{4), are not considered
deviationa requiring the Secretary's
approval. Three copies of proposed and
final agency regulations supplementing
this part shall be submitted to the
Secretary at the office set out in § 401.18
for approval for consistency with this

- part before they are submitted to the

Office of Management and Budget for
review under Executive Order 12291 or,

... if no submission is required to be made |
to OMB, before their submission ta the

Federal Register for publication.

(e} In the event an agency has.
outstanding prime funding agreements
that do not contain patent flow-down
provisions consistent with this part or

" earlier OFPP regulations (OMB Circular

A-124 or OMB Bulletm 81-22), the

nonprofit organizations that are
subcontractors under any su

agreements and that received their
Subcontractors after July 1, 1981, receive’

agency shall take appropriate action to
é,nggaar,_____.____a__ THat Small business [irms of_ - ..

Tights in their subject inventions that are

consistent with Chapter 18 and this part,
"{f] 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 normat

technical assistance provided to users of
those facilities, whetherona . . =

Aralmbursable or nonreimbursable bams

This part 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

" “fynding agreements” as defined at 35

U.S.C. 201(b) and § 401.2(a) of this part.

§ 401.2 Definitions,
As used in this part— | ’
(a) The term “funding agreement”
means any contact, grant, or cooperative

- seq.).

conceived or first actually reduced to.
- . practice in the performance of work - .

- also accur during the penod of contract

. benefits are, to the extent permitted by

. U.8.C. 832) and implementing

ggreement entered into between any
Federal agency, other than the
Tennessee Valley Authority, and any
contractor for the performance of
experimental, developmental, or
regsearch work funded in whole or in
part by the Federal Government. This
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.

(¢} The term "invention” means any
invention or discovery which is or may
be patentable or otherwise protectable

! Secretary of Commerce or his or her

under Title 35 of the United States Code,
or any novel variety of plant which is or
may be protectable under the Plant ...
Variety Protectlon Act (7 U.5.C. 2321 et

{(d) The term “sub;ect mventmn
means any invention of a-contractor -

under a funding agreement; provided
that in the case of a variety of plant the
date of determination (as defined in
section 41(d) of the Plant Variety -
Protection Act, 7 U.S.C. 2401(d}) must

perfdrmance.

(e) The term "practxcal apphcation
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
gystem; and, in each case, under such
conditions as to establish that the . ...
invention is being utilized and that its

law or Government regulations,
available to the public on reasonable :
terms. . - . -
(f) The térm * made" when used in
relation to any invention means the -
conception or first actual reduction to
practice of such invention. -~ ~+ -+ -
{g} The term “small business firm"
means a small business concern as .
defined at section 2 of Pub. L. 85-536 [‘15

regulations of the Administrator of the
Small Business Administration. For the
purpose of this part, the size standards
for amall business concerns involved in
Government procurement and -
subr:.ontrac:mg at 13 CFR 121 5 wxll be
used, .

{h) The term "nonproﬁt orgamzatmn
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
11.8.C. 501{c) and exempt from taxation
under section 501({a) of the Internal
Revenue Code (26 U.8.C, 501{a)} or any
nonprofit scientific or educational
organization quatified under a state
nonprofit organization statute.

(i) The term “Chapter 18" means
Chapter 18 of Title 35 of the Umted
States Code. -

(i} The term “Secretary” means the )

designee.

§401.3 Use of the Standard Clauses at
§ 401,14,

{a) Each funding agreement awarded
to-a small business firm or nonprofit
organizatien {except those subject to 35
11.S.C. 212} shall contain the clause
found in § 401.14(a) with such
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" modifleations and tailoring as
authorized or required elsewhere in this
part. However, a funding agreement may
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 to the control of a

- foreign government; or

a (2} In exceptional circumstances when
it is determined hy 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 18 of Title 35 of the Umted

States Code; or

-2"18} When it is determined by a

- _“-’-.__Govemment authority which is

'_‘authorized by statute or executive order

-+ "to conduct foreign intelligence or

.. counterintelligence activities that the

. Testriction or elimination of the right to

‘I Tetain title to any subject invention is
necessary to protect the ser:unty of such
activities; or

(4) When the funding agreement

includes the operation of a Government-

" ~gwmed, contractar-operated facility of

-~ the Department of Energy primarily

f t ' .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

Finventions occurring under the above
twu programs.

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

L ‘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 clanse might

i be modified along lines similar to those

described in § 401.14(b}. In any event,

the clause should provide the contractor
with an opportunity to recaive greater
rights in accordance with the procedures

,,,,, at 401.15. When an agency justifies and

: exercises the exception at § 401.3(a][2}

r\:. and uses an alternative provision in the

i

-

funding agreement on the basis of
L national security, the provision shall
provide the contractor with the right to
elect ownership to any invention made
under such funding agreement as
provided by the Standard Patent Righ!s
Clause found at § 401.14(a} if the
invention is not classified by the agency

o

within six months of the date it is
i reporied ta the agency, or within the
L same time period the Departmerit of
Energy does not, as authorized by
regulation, law or Executive Order or

At
L

impiementing regulations therato,
prohibit unauthoriz ed dissemination of

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

{c) When the Department of Energy
exercises the exception at § 401.3(a}(4),
it shall use the clause prescribed at
§ 401.14({b} with such modification and
tailoring as authorized or required
elsewhere in this part.

{d} When a funding agreement
invelves a series of separate task orders,
an agency may apply the exceptions at
§ 401.3(a)(2) or (3} to individual task
orders, and it may structure the contract
so that modified patent rights provisions
will apply to the task order even though
the cilauses at either § 401.14(a) or (b}
are applicable to the remainder of the

" work. Agencies are authorized to

negotiate such modified provisions with
respect to task orders added to a
funding agreement after its initial
award.

(e) Before utilizing any of the
exceptions in paragraph 401.3(a) of this
section, the agency shall prepare &
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 underit or to any funding
agreement to which an exception is
applicable. In cases when § 401.3{a}(2) is
used, the determination shall also
include an analysis justifying the
deiermination. This analysis should
address with specificity how the :
alternate provisions will better achieve
the abjectives set forth in 35 U.5.C. 200.
A copy of each determination, statement
of facts, and, if applicable, analysis shall
be promptly provided to the contractor
.or prospective contractor along with a
notification to the contractor or
prospective contractar of its rights to
appeal the determination of the
exception under 35 U.S.C. 202(b}{4) and
§ 401.4 of this part.

{f) Except for determinations under
§ 401.3{a)(3), the agency shall also
provide copies of each determination,
statement of fact, and analysis to the
Secretary. These shall be sent within 30
days after the award of the funding -
agreement to which they pertain. Copies
shall aiso be sent to the Chief Counsel
for Advocacy of the Small Business
Administration if the funding ageement
is with a small business firm. If the
Secretary of Commerce believes that
any individual determination or pattamn
of determinations is contrary to the
policies and objectives of this chapter or

otherwise not in conformance with this
chapter, the Secratary shall so advise
the head of the agency concerned and
the Administrator of the Office of
Federal Procurement Policy and .
recommend corrective actions.

{g) To assist the Comptroller General
of the United States to accomplish his or
her responsibilities under 35 U.5.C, 202,
each Federal agency that enters into any
funding agreements with nonprofit
organizations or small business firms
shall accumulate and. at the request of
the Comptroiler General, provide the
Comptroller General or his or her duly
authorized representative the total
number of prime agreements entered
into with small business firms or
nonprofit organizations that contain the
patent rights’ cdlause in this part or under
OMB Circular A-124 for each fiscal year
beginning with October 1, 1982,

{h} To qualify for the standard clause.
a prospective contractor may be :
required by an agency {o certify that it is
either.a small business firm or a )
nonprofit organization. I the agency has
reason to question tha status of the
prospective contractor as a small
business firm, it may file a protest in
accordance with 13 CFR 121.9, If it
questions nonprofit status, it may
require the prospective contractor to
furnish evidence to establish its status .
a2 a nonprofit organization. . .

$ 401.4 Contractor appeals of excepiions.

{a) In accordance with 35 U.5.C.
202(b){4) a contractor has the right to an
administrative review of a
determination to use one of the .
exceptions at § 401.3(a){1}-{4} if the
contractor believes that a determination
is either {1) contrary to the policies and
objectives of this chapter or (2) -
constitutes an abuse of discretion by the
agency.

Paragraph {b] of this section specifies -
the procedures to be followed by
contractors and agencies in such casas,
The assertion of such a claim by the
contractor shall not be used as a basis
for withholding or delaying the award of -
a funding agreement or for suspending
performance under an award, Peading
final resolution of the claim the contract
may be issued with the patent rights
provision proposed by the agency; -
however, should the final decision be in
favor of the contractar, the funding
agreement will be amended accordingly
and the amendment made retroactive to
the effective date af the funding
agreement. -

{b){1} A contractor may appeal a
determination by providing written
notice to the agency within 30 working
days from the time it receives a copy of

i
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iggency’s determination, or within
14 longer time as an agency may
3¢_fy in ils regulations. The
sntractor's notice should specificaily
lentify the basis for the appeal

[- 'The appeal shall be decided by the
E{ ; of the agency or by his/her ‘
esignee who is at a level above the
ersort who made the determination. If

1flotice raises a genuine dispute over -

1{ haterial facts, the head of the
guuicy or the designee shall undertake,
r refer the matter for, fact-finding.

A Fact-finding shall be conducted in

rdance with procedures established

lyF le agency. Such procedures shall be
s informal as practicable and be
:onisistent with principles of .
u/ amental fairness. The procedures

N Ud afford the contractor the . . - -..
i d afford the contractar the . .- - regulations such as the Federal -

yppiortunity to appear with counsel,
iubmit documentary evidence, present

v esses and coniront such persons as.
.h’ igency may rely upon. A lranscribed
eword shall be made and.shallbe | .
available at cast to the contractor upon
re~est. The requirement fora .
ir} ‘scribed record may be waived by
m._usal agreement of the contractor and
the agency.

J4) The official conducting the fact-
fii | -shall prepare or adopt written
B | ;s of fact and transmit them to the
head of the agency or designee promptly
after the conclusion of the fact-findmg
pl z eedmg along with a recommended
d| ision. A copy of the findings of fact -
ai.u’ recomumended decision shall be sent
to the contractor by regxstered or

crtified mail.

)} Fact-finding should be cnmpleted
«..hin 45 working days from the date
the agency receives the contractor’s
written notice. - )

i 3) When fact-finding has been
c} iducted, the head of the agency or
désignee shail base his or her decision
on the facts found, together with any
d ument submitted by the contractor,

mcy officials or any other information
itr-he administrative record. In cases
referred for fact-finding, the agency
b—1d or the designee may reject only
y| Ise facts that have been found to be
d._arly erroneous, but must expiicitly
state the rejection and indicate the basis
{or, the contrary finding. The agency
l;] id or the designee may hear oral.

: mments after fact-finding provided .
that the contractor or contractor's | .
attorney or representative is present and
{ “en an opportunity to make arguments

¢ d rebuttal. The decision of the agency |

- % or the designee shall be in writing
& it is unfavorable to the contractor

£“ui include an explanation of the basis .

the decision. The decision of the

+ency or designee shall be made within

30 working days after fact-finding or, if

5 L]

" there was no fact-finding, within 45 -
" working days from the date the agency

received the contractor's written notice.
A contractor adversely affected by a
determination under this section may, at
any time within sixty days after the
determination ig igsued, file & petition in

" the United States Claim Court, which
" shall have jurisdiction to determine the .

appeal on the record and to affirm,
reverse, remand, or modify as _
appropriate, the determmatlon of the
Federal agency.

§401.5 Madification and talloring of
clauses.

(a) Agencies shculd complete the
blark in paragraph {2}{2) of the clauses

at § 401.14 in accardance with their own -

or applicable Government-wide -

Acquisition Regulation. In grants and
cooperative agreements (and in
contracts, if not inconsistent with the’
Federal Acquisition Regulation} -~ =~
agencies wishing to apply the same -
clause td all subcontractors as is applied
to the contractor may delete paragraph

(g)(2) of the clause and delete the words-

“to be performed by a small business

: firm or domestic nonprofit organization”
from paragraph (g)(1). Also, if the . -

funding agreement ig a grant or
cooperative agreement. paragraph (g)(3)
may be deleted. When either paragraph
{gi{2} or paragraphs (g)(2) and (3} are
deleted, the remaining paragraphor =
paragraphs should be renumbered
appropriately. . :

(b} Agencies should complete °

- paragraph (1), “Communications”, at the

end of the clauses at § 401.14 by’
desxgnatmg a central peint of contact for

- communications on matters relating to

the clanse. Additional instructions on

' communications may also be mcluded m

paragraph (1). ‘

(e} Agencies may replace the
underlined words and phrases in the
clauses at § 401.14 with those
appropriate to the particular funding
agreement. For example‘ “contracts”
could be replaced by grant.

“contractor” by “grantee,” and

“contracting officer” by “grants offi cer
Depending on its use, “Federal agency”
can be replaced either by the
identification of the agency dr'by the
specification of the pamcular office or -
official within the agency. :

(d}{1) When the agency head of duly
authorized designee determines at the
time of contracting with a small )

. business firm or nonprofit organization

that it would be in the national interest’
to acquire the right to sublicense forelgn
gavernments or mtemanonal o
organizations pursuant to any exlstmg
treaty or international agreement, a

" sentence may be added at the end of ‘
. paragraph (b) of the clauses at § 40114
_ as follows: .

_'  The blank above should be completed
- with the names of applicable existing = . |

- arrangements including military

_ agreements relating o weapens ... .-

" which are not listed. Alternatively,

7. language relating the Ggvernment's

“ also be madified to make clear that the

. agsignment of title in the foreign country

. performance over an extended period of

- for the Government to meet its obligationsto . __,

- date of the amendment, . ‘ i

" out of a funding agreement listing all

‘This license will mclude the right of the'
Government 1o sublicense foreign .
governments, their nationals, and R
international organizations pursuant to the
following treaties or mternatwnal .
agreements: = o0 S o

5#’%%&’: S ey

7
]

treaties or international agreements,
agreements of cooperation, memoranda
of understanding, or similar

development and production. The ahove.
language is not intended.to apply to
treaties or other agreements that arein =
effect on the date-of the award but

agencies may use substantially similar

rights to specific treaties or other |
agreements identified elsewhere in'the - -,
funding agreement. The language may. .-

rights granted to the foreign

Government, and its nationals or an s
international organization may be for
additioral rights beyond a license or .

sublicense if so required by the
applicable treaty or international
agreement, For-example, in some cases
exclusive licenses or even the

involved might be required. Agencies
may also modify the language above to |
provide for the direct licensing by the *
contractor of the foreign government or | -
international organization.

{2) If the funding agreement involves

time, such as the typical funding .. .
agreement( for the operationofa . "'
-Government-owned facility, the
followmg language may also be: ﬂddFd

The agency resarves the right to
unilaterally amend this funding agreement to
identify specific treaties or international
agreements entered into or to be entered into
by the Government after the effective date of
this funding agreement and effectuate those -
license or other rights which are necessary

foreign governments, their nationais and
international organizations under such-

treaties or international agreements with -
respect to subject inventiona made afler the i

{e Agenc:es may add subparagraphs
to paragraph {f] of the clausesat = _ .
§ 401.14 to require the contractor to do
one or-more of the followmg

{1) Provide a report pnor t¢ the close—

subject inventions or statmg that there
were none.



25515

ra' o " Federal Register / Vol. 51. No. 134 / Monday, July 14, 1986 / Rules and Regulations

(2) Provide. upon request, the filing
date, serial number and title; a copy of
— - the patent application; and patent
i . - number and issue date for any subject

-+, invention in any gountry in which the

-7 contractor has applied for patents.
= .7 [3)Provide periodic (but no more
i ¢ frequently than annual) listings of all
! " subject inventions which were disclosed
: to the agency dunng the penod covered
¥ the report.

‘organization and is for the operation of.
-g.Government-owned contragtor-
“operated facility, the following will be -

: ‘clause at §401.14(a):

"+ - {3} After payment of patenting costs,
* licensing costs, payments to inventors, and
- other expenses incidental to the :
] administration of subject inventions, the
{ | . - balance of any royalties or income earned
. and retained by the contractor during any
.- fiscal year on subject inventions under this or
! any successor contract containing the same
| ', requirement, up to any amount equal to five
i " percent of the budget of the facility for that
- fiscal year. shall be used by the contractor fm'
- ‘scientific research, development, and . .
f . education consistent with the research and
i | - development mission and objectives of the
). . facility, including activities that increase the
- licensing potential of other inventions of the
. facility. If the balance exceeds five percent,

7 75 percent of the excess above five percent

{ \ shall be paid by the contractor to the

e 'I'reasury of the United States and the
‘remaining 25 percent shall be uged by the

- contractor only for the same purposes as

i | described above. To the extent it provides the

] | most effective technology transfer, the

" licensing of subject inventions. shail be
administered by contractor employees on

o location at the facility.

| {g} If the contract is for the operatmn
' of a Government-owned facility,
agencies may add the following at the
™ - end of paragraph (f) of the clause at
§ 401.14(a}): -

(5) The contractor shall establish and
maintain active and effective procedures to
ensure that subject inventions are promptly
identified and timely disclosed and shall
submit a description of the procedures to the
contracting officer so that the contracting
officer may evaluate and deterrnme their
eifectiveness.

]

§401.8 Exercise of march-in rights.

{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 paragraph (j) of the
clause at-§ 401.14.

— (b} Whenever an agency receives

; i information that it believes might

! | warrant the exercise of march-in rights,

" efore initiating any march-in
roceeding, it shall notify the contractor

i in writing of the information and request

] i informal written or oral comments from

]

{f] If the contract is with a nonprofit i .
- -pursue march-in rights on the baSls of -

‘substituted for paragraph (k](3) of the

the contractor as well as information
relevant to the matiter. 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 within

' 30 days, or later if the agency has not

" initiated the procedures below, 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

the available information.

_ " (€] A march-in proceeding shallbe’ ..
mmated by the issuance-of a written
- notice by thg agency to the contractor

and its assignee or exciusive licenses, as
applicable and if known to the agency,
. 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 cantractor on notice of the facts
upon which the action would be based
and shall specify the field or fields of

nse in which the agency is considering

requiring licensing. The notice shall -

advige the contractor {assignee or

.exclusive licensee) of its rights, as set - -
- forth in this section and in any
- supplemental agency regulations. The

-determination to exercise march-in
rights shall be made by the head of the
agency or his or her designee. - .

(d) Within 30 days after the recelpt of
the written notice of march-in, the
contractor {assignee or exclusive
licensee) may submit in person, in
writing, or through a representative,
information or argument in opposition to
the proposed march-in, including any
additional specific information which
raises a genuine 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 off’ cial for fact-
finding,

(e) Fact-finding shall be conducted in
accordance with the procedures

"established by the agency. Such

procedures shall be as informal as
practicable and be consistent with
principles of fundamental fairness. The
procedures should afford the contractor
the opportunity to appear with counsel,
submit documentary evidenca, 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 upen -
request, The requirement for a
transcribed record may be waived by

mutual agreement of the contractor and _.
- gatisfied that it does not wish to

the agency. Any portion of the march-in
proceeding, including a fact-finding

.--_-‘ ﬁndmg shall prepare or adopt written-- .
" findings of fact end transmit them to the’

. proceeding along with a recommended

. designee; and, upon raquest by the

« - before the agency head or designee that
- .will make the final determination.” -

-clearly erroneous, but must explicitly -

hearing that involves testimony or
evidence relating to the utilization or - -
efforts at abtaining utilization that are
being made by the contractor, its
assignee, or licensees shall be closed to -
the public, including potential licensees. ,
In accordance with 35 U.S.C. 202{c](5).
agencies shall not disclose any such |
information obtained during a march-in *
procezeding to persons outside the ~ 7
" Government except when such release

. is authorized by the contractor [ass:gneel
..ot licensee}. D

- {f) The official éonductmg the fact— -

head of the agency or designae prompily =~ |
after the conclusion of the fact-finding :

determination. A copy of the findings of
fact shall be sent to the contractor -
{assignee or exclusive licansee} by
registerad or certified mail. The

contractor {assignee or exclusive :
licensee} and agency representauves -
will be given 30 days to submit written ‘
arguments to the head of the agency or - .

contractor oral arguments will be keld -

{g) In cases in which fact-finding has
been conducted. the head of the agency
ordesignee shall base hisorher . _..
determination on the facts found, —
together with any other information and
written or oral arguments submitted by
the contractor (assignee or exclusive
licensee} and agency representatives, ...
and any other information in the :
administrative record. The consistency
of the exercise of march-in rights with :
the policy and objectives of 35 US.C. - .
200 shall also be considered. In cases 3
referred for fact-finding, the head of the
agency or designee may reject only
those facts that have been found to be

state the rejection and indicate the basis
for the contrary finding, Written notice
of the determination whether march-in
rights will be exercised shall be made .
by the head of the agency or designee

and sent to the contractor (assignee or ...
exclusive licensee) by certified or

registered mail within 90 days after the
completion of:fact-finding or 90 days

after oral arguments, whichever is later, k3
or the proceedings will be deemed to ‘

have been terminated and thereafter no-

march-in based on the facts and reasons

upon which the proceedmg was mxtxated i
- may be exercised. :

- (h} An agency ma.y.' at any time. S i
terminate a march-in proceeding if it is --

exercise march-in rights.
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‘so long as they are eunaxstent wrth 35
U.S.C 201208, o
. 84011t Appeala. ... .
(a)y As used in this section, the term
“standard ciause™ means the clanse at

contract for thgaperanon of a -
- Gavermment-owned.. contractor uperated
research or praduction facility, the
Secretary will coordinate with the
agency responsible for the facility prior
to any discussions or negonatmns mth

.J The procedures of this Part shall .

3o apply to the exercise of march-in-

; Bhis against inventors receiving title ta
sd.bject inventions under 35 U.5.C. 202(d)]
and. for that purpose. the term

rﬁ dtractur’ as used in this section shal].

._Mhﬁaﬁ"f;_—:--hmu. wwe .

eemed to include the inventor. . . ., . the cnnu-actor. T S '§ 401.14 of this part and the clauses
[j'] An agency determination . com previcusly prescribed by either OMB
unfavorable ta the contractor (assignee 5401'3 Reportingunuﬁlizaﬂon °f 3“”13‘“ Circular A-124 or OMB Bulletin 81-22.
r exclusive licensee) shall be heldin , [nventions.. A (b} The agency official initially--

“{a) Paragraph [h} of the clauses at
§ 40114 anc its-counterpart i the clavse:
at Attachment A to OMB Cirgular A~124
provides that agencies have the right to
receive perodic reports from the
contractor on utilization of inventdons.
Agencies exercising this right should
accent such information. to the extent
feasible. I the format that the s
"' contractor normally prepares it foris
<Y gwn iniernal purposes. The prescripion
'44017_Smalt business praference. . . of Torms shonipgrgz avaided. Howegen '
(a) Paragraph (k}{4] of the clauses at . any forms orstandard questionnaires
{7} 40114 implements the small business *  {hat pre adopted by an agency for Enm
| sreference requirement of 35 US.C. . purpose must comply with the - -
202{c)(7){D). Contractors are expested ta requirements of the Paperwork ST
use efforts that are reasonable under the  Roduction Act. Copxes shaE be.- sent to
ircumstances to.atiract small business  she Seeretary. - .
! dicensees. They are also expected to giye- (b) In’ acmrdance with 35 U’ 5 C
‘ ,,mahl buginess ﬁéms &a;ﬁe‘“ the 202(c)}t5} and the terms of the clauses at
standard outlined in the clause a § 401.14, agencies shall not disclose such

authorized to take any of the following
actions shal provide the contractor with
a written statement of the basis for his

or her action at the time the action is-
taken, including any relevant facts that -
were relied upon in taking the action.

{1) A refusal to grant am extension
under parag:aph (c}éé}. of the stzmdard
clauses. - -

(2} A request fora canveyance of itle
under paragraph (d] of the standa:d‘ :
clauses.

(314 refusal tn grant a waiver unda:
pa.:agraph {i} of the standard cia.:ses.

{4} A refusal to approve an S
assignment under paragraph {k)(1) of the
standard clduses. ...

(5) A refusal ta grast an extensian of -
the exclusive license period under -
paragrapir k{2} of the clanses prescribed

| beyance pending the exhaustion of ;
| ppeals or petitions filed under 35 U.S. C_
203(2).
(k) For purposes of this section the
M2rm. “exclusive licensee™ mdudﬂs a -
} arhaHy exclusive licensee, -

' (1) Agencies are arthorized to issue
suppiemeniaf procedures ot - - -t
~ncansistent with this part for the

! ‘onduct of march-inr proceedings:

X}

I
t

#

!

f

/

L

by

L.
F

T

R
|

|
P

rreference gver other applicants for
nses. WHat constitutes reasenable

_..orts to atfract smail husiness

“licensees will vary with the

circumstances and the nature, duratxon\_

- information to persons gutside the

and expense of efforts needed to bring |

fhe invention ta the market. Paragraph
{k}(-l] is not intended, for example, to
prevent nonprofit erganizations from

r~providing larger firms with a right of

first refusal or other options in
_‘inventions that relate to research bemg
supporred under long-term or other

arrangements with larger companies.
Under such circumstances it would not
-ibe reasonable to seek and to give a

preference to small business licensees,

{b) Smail business firms that believe a

‘Ronprofit organization is not mesting its
‘obligations under the clause may report
their conicermns to the Secretary. To the
extent deemed appropriate, the
Secretary will undertake informal

| investigation of the concern, and, if -
appropnate, enter into digscussions or
negatiations with the nonprofit
orgamzatmn to the end of improving ity
efforts in meeting its obligations under

! the clause. Howaver, in no event will the

Secretary intervene in ongoing
negotlatmns or contracior decisions

| ; concerning the licensing of a specific

i subject invention. All the above
‘estigations, discussions, and
.gatiations of the Secretary will be in

: coordination with other interested

agencies, including the Small Business

" Administration; and in the case of &

- business firm or nonprofit organization:

to provide confidentiat markings to helr
prevent inadvertent reIease outsxde t.he
agency,

§401.9 He{en‘llon oi rigt!ts by cnntm::tnr
employee nventor.. ©os

Agencies which. allow an empi'oyeef
inventor of the contractor to retain -

rights to a subject invention made under

a funding agreement with a small

contractor, as authorized by 35 #.5.C.

202(d}, will impose upon the inventor at -
least those conditions that would apply

to & small business firm contractor
under paragraphs {d)(i} and (iif}; (){4}:
(h): (i} and {j} of the cIause at sec’nrm
401.14(a).

§401.10 . Gavemmen! ass[gnment to -
contractor of rights in invention ot

" govemment empioyee,

In any case when a Fedaral employee

- i3 & co-inventor of any invention made

under a funding egreement with a small
businesg firm or nonprofit organization

and the Federal agency employing such

Gavernment. Gontractors will comtinue ©

co-inventor fransfers or reassigns the -

right it has scquired ir the subject’

" invention from its employee to the

contractor ag authorized by 35 U.S.C.
202{e), the assignment will be made

to the contractor under the patent rights
clause of its funding agreement.-

Agencies may add additional conditions

' gubject to the same conditions as apply -

by either OMB Circuiar A—Iz‘i-or OMB’
Bulletin 81~22. e

(¢} Each agency shall estabhsh and
pubhsh procedures under which any of
the agency actions listed in paragraph
{b) of this section may.he appealed to
the heed of the agency or designee.
Review at this level stail consider bcth
the factual and legal basis for the
actions and its consistency with the
policy and ob]ectwes of 35 LT s, C ZUU—-
208.

(d) Appeals pmcedures estabhshed
under paragraph (c) of this section shalk
include administrative due process
procedures and standards for faet
finding at least comparable to those set

forth in § 401.8{e}~{g] whenever there is -
. a dispute as to the factual hasisforan -
agency request for a conveyanee of title

under paragraph (d} of the standard
clause, including any d1spute asto

whether or not an mvennon is a subject .

invention.

fe) To the extent ihat anyofthe . ., .' -

actions described in paragraph (b} of |
this sectian are subject to appeal under
the Contracts Dispute Act, the

procedures under that Act will satisfy
the requirements of paragraphs (c} and

{d) of this.section, ., , .-.. -

§ 401,12 Llcans!ng of backgmund patent )

rights to third partles.

‘(8) A funding agreement with a small

business firmt or a domestic nonprofit

organization will not contain a prowsm.ri
allowing a Federal agency to require the
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licensing to third parties of inventions
owned by the contractor that are not

E subject inventions unless such provision
| -t -has heen approved by the agency head
' and a written justification has been
: signed by the agency head. Any such
{1 - provision will clearly state whether the
... .licensing may be required in connection

with the practice of a subject invention,
.. specifically identified work object, or
. both. The agency head may not delegate
the authority to approve such provisions
or to sign the justification required for
.. such provisions..

(b) A Federal agency will not require
the licensing of third parties under any -
~. such provision‘unless the agency head

. determines that the use of the invention
= by others is necessary for the practice-of
™1 - asubject invention or for'the use of a
!~ work abject of the fundmg agreement

.- achieve practical application of the
~-. - - subiect invention or work object. Any
' .- such determination will be ont the record
¢ ¢ v 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 notification of
— ' -'such determination.

e

-§401.13 Administration of patant rights
clauses, )

{a) In the event a subject invention is

¢ made nnder 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 g orant
unless {here is a significant reason not
to. a request by a nonprofit organization
under paragraph k(2} of the clauses
prescribed by either OMB Circular A~
124 or OMB Bulletin 81-22 inasmuch as
35 U.S.C. 202{c}(7) has since been
amended to eliminate the limitation.on
the duration of exclusive licenses.
Similarly, unless there is a significant
reasan not to. agencies shall promptly
approve an assignment bv a nonprofit
orsanization to an organization which
has as one-of it3 primary functiong the

mandgement of inventions when g

: request for approval has been

| '~ necessitated under paragraph k(1) of the
clauses prescribed by either OMB

Circular A-124 or OMB Bulletin 81-22
because the patent management
arganization is engaged in or holds a
substantial interest in other
organizations angaged in the
manufacture or sale of products or the
use of processes that might utilize the

T

—y

™
o

‘and that such actiont is necessary to -

invention-or be in competition with

embediments of the invention. As

amended 35 U S C. 20"[::][7] o longer
n. 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 invention disclosure,
patent applications, and utilization

- reports required in performance or in

consequence of awards to the extent
permitted by 35 U.S.C. 205 or other
applicable laws. The following
requirements should be followed for

‘funding agreements covered by and

predating this Part 401. .
{1) To the extent authorized by 35

U.S8.C. 205, agencies shall not disclose to

third parties pursuant to requests under

- . the Freedom of Information Act (FOIA)

any information disclosing a subject
invention for a reasonable time in order
for a patent application to be filed. With

- respect to subject inventions of

contractors that are small business firms

_ar nonprofit organizations, a reasonable

time shall be the time during which an
initial patent application may be filed
under paragraph ¢ of the standard

"clause found at 401.14{a) or such other

clause may be used in the funding
agreement. However, an agency may
disclose such subject inventions under
the FQIA, at its discretion, after a
contractor has elected not to retain title
ar after the time in which the contractor
is required to make an election if the
contractor hag not made an election
within that time. Similarly, an agency
may honor an FOIA request at its
discretion if it finds that the same
information has previously been
published by the inventor, contractor, or
otherwise, If the agency plans to file
itseif when the contractor has not
elected title, it may, of course, continue
to avail itself of the authonty of 35
U.5.C. 205.

(2) In accordance with a5 U.S.C. 205,
agencies shall not disclose or release for
a period of 18 months from the filing
date of the application to third parties
pursuant to requests under the Freedom
of Information Act or otherwise copies
of any document which the agency
obtained under this clause which is part
of an application for patent with the U.S.
Patent and Trademark Office or any
foreign patent office filed by the
contractor (of its assignees, licensees, ot
employees} on a subject invention to

which the contractor has elacted 10
retain title, )
{3) A number of agencis have policies

ta encourage public dissemination of the

results of work supported by the agancy
. through publication in Government or

other publications of technical reports of

contractors or others. In recognition of
the fact that such publication, if it
included descriptions of a subject

invention could create bars to obtaining

patent protection, it is the pohcy of the
executive branch that agencies will not
include in such publication programs
copies of disciosures of inventions
submitted by small business firms or
nonprofit organizations, pursuant to
paragraph c of the standard clause

found at 401:74(a), except that under the

same circumstances under which
agencies are aunthorized to release such
information pursuant to FOIA requests
under paragraph (c){1) of this section,
agencies may publish such disclosures.
(4) Nothing in this paragraph is
intended to preclude agencies from
including in the publication activities
described in the first sentence of
_paragraph (c)(3) of this section, the

publication of materials describinga =~

subject invention to the extant such
-materials were provided as partof a

technical report or other submission of

the contractor which were submitted

independently of the requirements of the

patent rights provisions of the contract.

* However, if a small business firm or

nonprofit organization notifies the

agency that a particular report or other o

submission contains a disclosure of a

subject invention to which it has elected

title or may elect title, the agency shail
use reasonable efforts to restrict its
publication of the material for six
months from date of its receipt of the
report or submission or, if earlier, until
the contractor has filed an initial patent
application. Agencies, of course, retain
the discretion to dalay pubiication for
additicnal periods of time.

{5) Nothing in this paragraph (c) is

. intanded to limit the authority of

-agencies provided in 35 U.3.C, 205 in

circumstances not specifically desmbed

in this paragraph {cl.
£401.14 Standard patent rights clauses.

{a) The following is the standard _
patent rights clause to be used as
specified in § 401.3(a).

Patent Rights (Small Business Firms and
Nonprofit Organizations)

(a) Definitions.
{1] "Invention” means any invention or

" discovery which is or may be patentable or

otherwise protectable under Title 35 of the
United States Code, or any noval variety of
plant which is or may be protected under the

it
o
|
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L., Variety Protection Act (7 U.S.C. 2321 et

| 2) “Sub]ect invention" meana any
itvention of the contractor conceived ar first
actually reduced to practice in the
~~rformance of work under this contract,
"ovided that irr the case of a variety of plant,
| |  date of determination {as defined in
section 41(d) of the Plant Variety Protection
Act, 7 U.S.C. 2401{d}} must also occur dunng
r‘ e period of contract performance.
i {3} "Practical Application” means te
| anufacture in the czse of a composition or
pruduct. to practice in the case of a proceas
or method. or to operata in the case of a
{achine or system: and, in each case, under
{ ich conditicns as to establish that the
L..svention s being utilized and that its
benefits are, i the extent permitted by law oz
_Government reguiations, available to the
i .1bhc on reasonakle terms.

:(4) “Made"” when used in relation tq any
“ufvention means the conception or first actual
reduction to practice of such invention.

F {5] *"Small Business Firm"™ means a smail

usiness concern as defined at Sectionr 2 of
ublic Law 85-536 (15 U.5.C. 532} and
“iaplementing regulations of the
Administrator of the Smaj} Business
\dministration. For the purpose of this
| lause, the size standards for small businesa
! __oncerns invoived in Government
procurement and subcontracting at 13 CFR
12‘1 3-8 and 13 CFR 121.3-12; respecnvely.

* he uged.
: “Nonprofit Qrgenization™ means a
- A vrsity or other institution of higher
education or an organization of the type
. rdescﬂbEd in section 501{e¢)(3) of the Internal
| ‘levenue Code of 1954 (25 J.5.C. 501{c) and
. | ixempt from taxation under section 501(a) of
“-the Internal Revenue Code (25 U.5.C. 501(a))
or any nonprofit scientific or educational
srganization qualified under a state nonprofit
rganization statute.
.t 1 {b) Allocation of Principal Rights.
"7 The coniractor may retain the entire right,
i title. and interest throughout the world ta
¢ rrach subject invention subject ta the
| | 'rovisions of this clause and 35 U.S.C. 203.
-t_;'Nith respect to any subject inventionin
which the contractor retains title, the Federal
Government shall have a nonexclusive,
aontransferable, irrevocable, paid-up license

|
L5 the United States the subject invention
throughout the world.
~ (¢} Invention disclosure, Election of Title
;| andFiling of Patent Appiicatian by
N Contractor.
: (1} The contractor wiil disclose each
subject invention to the Federef agency
;~within two months after the inventor
discloses it in writing to contractor personnel
_respansible for patent matters. The disclosure
to the agency shall be in the form of a written
report and shall identify the controct under -
(Twhich the invention was made and the
mventor(a] It shall be sufficiently complete
in technical detail to convey a clear
watanding to the extent known at the -
of the disclosure, of the nature, purpose,
ioperation. and the physical, chemical.
:biological or electrical characteristics of the
-“invention. The disclosure shall also identify
any publication, on sale or public use of the

i0 prectice or have practiced for or on behalf -

invention and whether a manuscript
describing 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 agency of the acceptance of any
manuscript describing the invention for
publication or of any on sale or pubhc use
planned by the contracton.

{2) The contractor will elect in wntmg
whether or nat to retain title to any such
invention by notifying the Federal agency
within two years of disclosure to the Federal

- aggengy. However, i any case where

publication, on sale or public use has
initiated the one year statutory pericd
wherein valld patent protection can still be
obtained in the United States, the period for..
election of title may be shortened by the”
agency to a date that is no more than 60 days
prior to the end aof the statutory period.

(3) The contractor will file its initial patent
application on a subject invention to which it
elects to retain title within one year after
election of title or, if earlier, prior to the end:
of any statuiory period wherein valid patent
protection can be obtained in the United

+ . States after a publication. on sale, or publlic’
_ use, The contractor will file patent

applications in additional cowntries or
international patent offices within either ten
months of the corresponding initial patent
application or six months from the date
permission is granted by the Commissioner of
Patents and Trademarks to file foreign patent
applications where such filing has been -
prohibited by a Secrecy Order.

(4) Requests for extension of the time for
disclosure, election, and filing under

- subparagraphs (1}, (2}, and (3} may, at the
"discretion of the agency. be granted. :

(d) Conditons When the Government May
Obtain Title.

The contractor will convey to the Federal
agency, upon written request. title ta any
subject invention—

(i} If the contractor fails to disclose or elect

" title to the subject invention within the times
specified in (c}, above, or elects not to retain

title; provided that the agency may oniy
request title within 60 days after learning of
the failure of the contractorta disclose or
elect within the specified times,

{ii} In those countries in which the
contractor fails to file patent applications
within the times specified in (c} above;
provided, however, that if the contractor has
filed a patent application in a country after

the times specified in (¢} above, but prior te -

its receipt of the written request of the
Federel agency, the contractor shall continue
ta retain title inthat country.

(iii} In any country in which the contractor
decides not to continue the prosecution of |
any application for. to pay the maintenance .
fees on. or defend in reexamination or-
opposition proceeding om, a patenton a -
subject invention. )

{e) Minimum Righta to Conrtractor and
Protection of the Contractor Right ta File.

(1) The contractor will retain a
nonexclusive royalty-free license throughout
the world in each subject invention ta which
the Government obtains title, except if the
cantreztor fails to disclose the invention

within the times specified irr (c}, above. The
contractor's license extends to its domestic
subsidiary and aifiliates. if any, within the
corporate structure of which the contractoris
a party and includes the right to grant
sublicenses of the same scope to the extent
the contractor was legaily cbligated to do so
at the time the contract was awarded. The
license is transferable only with the approval
of the Federal agency except when
transierred to the successar of that party of
the contractor’s business to which the
invention pertains. .

(2} The controctor’s domestic hcense may
he revoked or modified by the funding
Fedezral ogency to the extent necessary to
achieve expeditious practical application of
the subject invention pursnant to an
application for an exclusive license submxtted
in accordance with applicable provisions at
37 CFR Part 404 and agency licensing -+
regulations (if any}). This license wiil not be

‘revoked in that field-of use ar the

geographigal areas in which the comtroctor
has achieved practical application and
continues to make the banefits of the
inventicn reasontably accessibie to the public
The license in any foreign country may be
revoked or modified at the discretion of the
funding Federal agency to the extent the
contractor, its licansees, or the domestic
subsidiaries or affiliates have failed ta
achieve practical apphcanon in that Enrexgn.
couniry.

(3] Before revocation or modification of the
license, the funding Federa! agemcy will -
furnish the contractor a written natice of its
iniention to revoke or modify the license, and
the contractor will be allowed thirty days (or
such other time as may be authorized by the
funding Federel agency for good cause showrr
by the contractor) after the notice to show
cause why the license should not be revoked
or modified. The contractor has the right to
appeal, in accordance with applicable

.regulations in 27 CFR Part 404 and agency

regulations (if any] concerning the licensing
of Government-owned inventions, any
decision concerning the revocation oz
modification of the license.

(£} Contractor Action to Protect the
Government's Interest. ]

(1] The controvior agrees to execute orto
have executed and promptly deliver to the
Federel agency all instruments necessary to
(i} establish ar confirm the rights the-
Government hag throughout the world in
thase subject inventions to which the
contractor elects to-retain title, and (i)
convey title to the Federal agency when
requested under paragraph {d) above and o
enable the Government to obtain patent
protection throughout the world in that
subiect mvention.

{2) The controctor agrees to require, by
written agreement, ii3 employees, other thars
clerical and nontachnical employees. to
disclose promptly in writing ta persannel
identified as responsible for the
administration of patent matters and in a
format suggested by the contractor each
subject invention made under contract in
order that the contractorcan comply with the
disclosure provisions of paragraph (c), above,
and to execute all papers necessary to file
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patent applications on subject inventions and

to establish the Gavernment's rights in the

" subject inventions. This disclosure format

should require. as a minimum, the
information required by (c)(1), above. The

_ contractor shall Instruct such empioyees

through employee agreements or other .-
.suitable educational programa on the

‘ applications prior to U.S. or fom:gn statulory
-bars.

" [3) The controctor wnlI nonfy the: Fedemi
agency of any decisions not to continue the
‘prosecution of a patent apphcatmn. pay
“maintenance fees, grdefend ina -

reexamination or.opposition proceeding on a

patent, in any country, not less than thirty
-ddys before the expiration of the response
_period required by the relevant patent office.

.the specification of any United States patent
:applmatmns and any patent issuing thereon
_covering a subject invention, the following
_statement, “This invention was made with
Government support under {identify the

7 contract) awarded by {identify the Federal -

ageney], The Government haa cenam nghts
" in the invention.” .

.{g) Subcontracts. ’ e
(1) The contractor will mclude this clause.

*, suitably modified to identily the parties, in all

. subcontracis. regardless of tier, for

. < experimental. developmental or research
_#work ta be performed by a small business
- firm or domestic nonprofit organization. The”

subcontractor will retain all rights provided
for the contractor in thig clauses and the

- contractor will not, as part of the

" consideration for awarding the subcontract.
. obtain rights in the subcontractor s subject
inventions.

{2) The contractor will include in all other
subcontracts, regardless of tier, for
experimental, developmental or research
work the patent rights clause required by
(cite section of agency implementing
regulations or FAR).

(3) Int the case of subconiracts, at any tier.
when the prime award with the Federal
agency was a contract {but not a grant or
cooperative agreement), the ggency,
subcontractaor, and the contractor agree that
the mutual obligations of the parties created
by this clause constitute a contract between
the subcontractor and the Federal agency
with respect to the matters covered by the
clause: provided, however, that nothing in
this paragraph is intended to confer any
jurisdiction under the Conlract Disputes Act
in connection with proceedings under
paragtaph {j) of this clause.

{h) Reporting on Utilization of Subject
inventions. )

The contractor agrees to submit on request
pertodic reports no more frequently than
annually on the utilization of a subject
invention ar on efforts at oblaining such
ulilization that are being made by the
contractor or its licensees or assignees. Such
reporis shall include information regarding
the status of development, date of first
commercial sale or use. gross royalties
received by the contractor. and such other
data and information as the agency may
reasonably specify. The contractor also

. importanca of reporting inventions in . . -
* sufficient time to permit the filing of patent |

~: (4] The contractor agrees to include, within

agrees to provide additional reports as may
be requested by the agency in connection
with any march-in proceeding undertaken by
the agency in accordance with paragraph {j)
of this clause. As required by 35 U.S.C. ~
202(c)[5). the agency agrees it will not
disclose such information to persons outside

. the Government without penmasmn of the-

contraclor. - |
(i} Preference for United States Industry.
Nutw:thstandmg any other provision of this
clause, the contractor agrees that neither it
nor any assignee will geant to any person the

" exclusive right to use or sell any subject.

inventions in the United States unless such
persan agrees that any products embadying

the subject invention or produced through the.

use of the subject invention will be :
manufactured substantially in the United .
States. However, in individual cases, the
requirement for such an agreement may be
waived by the Federaf agency upona ’
showing by the contractor or its assignee that
reasonable but unsuccessful efforts have
been made to. grant licenses on similar terms

' to potential licensees that would be likely to

manufacture substantially in the United
States or that under the circumstances

" domestic manufacture is not commercially

feasibla.

(j) March-in Rights. - :

The contractor agrees that with respect to
any subject invention in which it has :
acquired title, the Federaf agency has the -
right in accordance with the procedures in 37
CFR 401.6 and any supplemental regulations
of the agency to require the contractor, an
assignee or exclusive licensee of a subject
invention to grant a nonexclusive, partially
exclusive, or exclusive license in any field of
use to a responsible applicant or applicants,
upon terms that are reasonable under the
circumstances, and if the contractor,
assignee, or exclusive licensee refuses such a
request the Federal agency haa the right to

- grant such a license itseif if the Federal

agency determines that:

(1} Such action is necessary because the
contractor or assignee has not taken, or is not
expected to take within a reasonable time,
effective steps to achieve practical
application of the subject invention in such
field of use.

(2) Such action i3 necessary to alleviate
health or safety needs which are not
reasonably satisfied by the contracton,
assignae of their licensees:

{3} Such action is necessary to meet
requirements for public use specified by
Federal regutations and such requirements
are not reasonably satisfied by the
contractor. assignee ar licensees: or

{4) Such action is necessary because the
agreement required by paragraph (i) of this
clause has not been obtained ot waived or
because 2 licensee of the exclusive right to.
use or sell any subject invention in the United

‘Statas is in breach of such agreement,

(k) Special Provisions for Contracts with
Nonprofit Organizations.

If the contractor is a nonprofit
organization, it agrees that:

{1} Rights to a subject invention in the
United States may not be assigned without
the approval of the Federa! agency, except
where such assignment is made to an

organization which has as one of its primary
functions the management of inventicns,
provided that such assignee will be subject to
the same provisions as the contractor;

{2) The contractor will shars royalties
coilected on a subject invention with the

.. imventor, including Federal employea co- | |

inventors {when the agency deems it
appmpriate) when the subject invention ia
assigned in accordance thh U S C. 202(e]
and 37 CFR 401.1(0;

. [3) The balance of any rcyalt:es or income
e&med by the coneractor with respect to
subject inventions, after payment of expenses
(including payments to inventors) incidental
to the administration of subject inventions,
will be utilized for the support of scientific -
research or education; and .

{4} It will make efforts that are reasonable
under the circumstdnces to attract licensees
of subject inventions that are small business
firms and that it will give a preference to a
small business firm when licensing a subjest
invention if the coatractor determines that
the small business firm has a plan or

_ proposal for marketing the invention which, if

executed, is equally as likely to bring the
invention to practical application as any -
plans ar proposals from applicants that are
not small business firms; provided, that the
coniractor 18 also satisfied that the small

. business firm has the capability and

resources to carry out its plan or proposal.
The decision whether to give a preference in
any specific case wiil be at the discretion of
the coneractor. However, the contractor
agrees that the Secretary may review the
contractor's licensing program and decisions
regarding small business applicants. and the
contractor will negotiate changes to its
licensing poiicies, procedures, or practices
with the Secretary when the Secretary's
review discloses that the contracior could
take reasonable steps to implement more
effectively the requirements of this paragraph
(k)(4).

(1) Communications.

{Complete According to Insiructions at
401.5(b)}.

{b) When the Department of Energy {DOE}
determines to use slternative provisions
under § 401.3(a)(4), the standard clause at
$ 401.14(a), above, shall be used with the
following modifications unless a suhsmute
clause is drafted by DOE:

(1) The title of the clause shall be changed
to-read as follows:

Patent Rights to Nonprofit BOE Facility
Operators )

{2] Add an.“{A)" after “(1)" in paragraph
{c){1) and add subparagraphs (B} and (C) to
paragraph {c}{1} aa follows:

{B) If the subject invention cceurred under
activities funded by the naval nuclear
propulsion or weapons related programs of
DOE, then the provisions of this
subparagraph [c)(1}{B) will apply in lieu of
paragraphs {¢)(2) and (3). In such cases the
contractor agrees to assign the Government

. the entire right, title, and interest thereto

throughout the world in and to the subject
invention except to the extent that rights are
retained by the contractor through a greater

.rights determination or under paragraph (e),
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ppc!uw. The contractor. or an employee- ’ except that the Department of Energy is (c) If paragraph (b) is not applicable ~
linventor, with authorization of the contractor,  gythorized to process deferred - the agency shail make its determination
|_-may submit a request for greater rights at the  doterminations eitherin accordance ~ based on an assessment whether its
time the invention is disclosed or within a with its waiver regulations of this own pians regarding the invention will
reasonable time thereafter. DOE will process tion. A t "t i bett te th lici d ‘
{such a request in accordance with procedures section. A contractor requesting greater etter promote the policies and
| at 27 CFR 401.15. Each determination of rights should include with its request objectives of 35 U.S.C. 200 than will -
... greater rights will be subject to paragraphs - information on its plans and intentions contractor ownership of the invention.
{h}-(k} of this clause and such additional . !0 bring the invention to practical Moreover, if the agency is concerned
_ conditions, if any, deemed to be appmpnale “application, Within 90 days after 7 only about specific uses or applications
| by the Department of Energy. - receiving a request and supporting ‘of the invention, it shall consider leaving
i (C) At the time an invention is dlsclosed in  information, or sooner if a statutory bar  title in the contractor with additional
-~ accordance with {c}{1)(A)} above. or within 80 g hatenting is imminent, the agency .. conditions imposed upon the ¢
e rerete, o ot wil bt s 5huld ek o make & doterminaion.In  coniracto’s useofhe nventon or
I ! invenlion occurred under a navai nuclear .any ,event' if a bar to patenting is such applications or with expanded
imminent, unless the agency plans to file ~Government license nghts n 5“Ch

{ i propulsion or weapons-related program of the
" Department of Energy, If this statement is not
filed ‘within this time, subparagraph {¢)(1)(B)

ont its own. it shall authorize the . applications.

contractor to file a patent application (d) A determination not ta allow the
contractor to retain title to a subject

1 will appiy in lien of paragraphs (c}{2} and (3).  pending a determination by the agency. T |

i . The contractor statement wiil be deemed Such a filing shiall normally be at the invention or to restfict or condition its

¢ ,:‘ conclusive unless, withir 60 days thereafter, contractor's own risk and expense, " title with conditions dlfferlng ‘from those
the Contracting Officer disagrees in writing, However, if the agency subsequently " in the clause at § 401.14(a), unless made
in which case the determination of the - refuses to allow the contractor to retain ~ 0y:the head of the agency, shallbe : .

[ ] Contracting Officer will be deemed ' title and elects to proceed with the - appealable by the contractor to an

t | gonclusive unless the contractor files a cia:m

i under the Contract Disputes Act within 60
days after the Contracting Officer's
determination. Pending resolution of the

~agency official at a level above the
person who made the determination. -
This appeal shall be subject to the

patent appiicdtion under Government
ownership, it shail reimburse the
contractor for the cost of preparing and

. matter, the invention will be subjectto. - " filing the patent application, . _procedures applicable to appeals under
5 subparagraph (c}{1)(B). ... (b} If the circumstances of concerns § 401.11 of this part. e . -
(3) Paragraph (k)(3} of the clause wlll be  which originally led the agency to . §401.16 Submissions and lnquiries.

: modified as prescribed at § 401.5(f). . g::;oak;pir;:é??; I&théctle§sig}i[ta} are All submissions or inquiries should be
| ' 401.15 Defarred determinations. T H i . directed to Federal Technology
| | invention or are no longer valid because 0 nagement Policy Division, telephone

-~ {a) This section applies to requests for  of subsequent events, the agency should

. greater rights in subject inventions made allow the contractor to retagin title to the number 202—3?2—0659' ROO%H‘iSa? u.S.
'ny contractors when deferred inventicn on the same conditions as g%paétm: nt o _ommerce. as mgton.
determination provisions were included = would have applied if the standard 20230. ’
in the funding agreement because one of clause at § 401,14(a had been used [FR Doc. 86-15777 Filed 7-11-33 8:45 am]

the exceptions at § 401.3(a} was applied. orlg:nally L . . BILLING CODE 3510-18-M
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94 STAT. 3015

PUBLIC LAW 96-517—DEC. 12, 1980
Public Law 96-517 |
96th Congress '
An Act
To amend the patent and trademark laws, _Dec. 12, 1980 12, 1980
{H.R. 8933

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That title 35 of the Patent and
United States Code, entitled “Patents”, is amended by adding after t"“de"’i‘mﬂ‘ Jaws,
chapter 29 the following new chapter 30: - amendmen

“CHAPTER 30—PRIOR ART CITATIONS TO OFFICE AND
REEXAMINATION OF PATENTS

“301. Citation of prior art.

“302. Request for reexamination. L
303, Determination of issue by Commissioner.
304. Reexamination order by Commissioner.

- “305. Conduct of reexatnination proceedings.

“306. Appeal. .
"307. Certificate of patentability, unpatentahility, and claim cancellation.

“§301. Citation of prior art 35 USC 301.

. “Any person at any time may cite to the Office in writing prior art
consisting of patents or printed publications which that person
believes to have a bearing on the patentability of any claim of a
particular patent. If the person explains in writing the pertinency
and marner of applying such prior art to at least one claim of the
patent, the citation of such prior art and the explanation thereof will
become a part of the official file of the patent. At the written request
of the person citing the prior art, his or her identity will be excluded
from the patent file and kept confidential.

“§302. Request for reexamination . 35USC 302

“Any person at any time may file a request for reexamination by
the Office of any claim of a patent on the basis of any prior art cited
under the provisions of section 301 of this title. The request must be Fee.
in writing and must be accompanied by payment of a reexamination
fee established by the Commissioner of Patents pursuant to the
provisions of section 41 of this title. The request must set forth the ZPest, p. 3017
pertinency and manner of applying cited prior art to every claim for
which reexamination is requested. Unless the requesting person is
the owner of the patent, the Commissioner promptly will send a copy
of the reguest to the owner of record of the patent.

“8§303. Determination of issue by Commissioner 35 USC 203,

“(a) Within three months following the filing of a request for
reexamination under the provisions of section 302 of this title, the
Commissioner will determine whether a substantial new question of
patentability affecting any ¢laim of the patent concerned is raised by
the request, with or without consideration of other patents or printed
publications. On his own initiative, and any time, the Commissioner
may determine whether a substantial new question of patentability is

- T9=139 0 - BO {357)
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94 STAT. 3016 PUBLIC LAW 96-517—DEC. 12, 1980

Record.

Refund:

35 USC 304,

Filing period.

35 USC 305.

35 USC 132, 133.

35 USC 306.

35 USC 134,
35 USC 141-145.

35 USC 307,

raised by patents and publications discovered by him or cited under
the provisions of section 301 of this title.

“(b) A record of the Commissioner's determination under subsec-
tion (a) of this section will be placed in the official file of the patent,
and a copy promptly will be given or mailed to the owner of record of
the patent and to the person requesting reexamination, if any.

“(¢) A determination by the Commissioner pursuant to subsection
{a) of this section that no substantial new question of patentability
has been raised will be final and nonappealable. Upon such a
determination, the Commissioner may refund a portion of the reex-
amination fee required under section 302 of this title.

“5304. Reexamination order by Commissioner

*If, in a determination made under the provisions of subsection
303(a) of this title, the Commissioner finds that a substantial new
question of patentability affecting any claim of a patent is raised, the
determination will include an order for reexamination of the patent
for resolutioen of the question. The patent owner will be given a
reasonable period, not less than two months from the date a copy of
the determination is given or mailed to him, within which he may file
a statement on such guestion, including any amendment to his patent
and new claim or claims he may wish to propose, for consideration in
the reexamination. If the patent owner files such a statement, he
promptly will serve a copy of it on the person who has requested
reexamination under the provisions of section 302 of this title. Within
a period of two months from the date of service, that person may file
and have considered in the reexamination a reply to any statement
filed by the patent owner. That person promptly will serve on the
patent owner a copy of any reply filed.

“8§ 305, Conduct of reexamination proceedings

“After the times for filing the statement and reply provided for by
section 304 of this title have expired, reexamination will be conducted
according to the procedures established for initial examination under
the provisions of sections 132 and 133 of this title. In any reexamina-
tion proceeding under this chapter, the patent owner will be permit-
ted to propose any amendment to his patent and a new claim or
claims thereto, in order to distinguish the invention as claimed from
the prior art cited under the provisions of section 301 of this title, or
in response to a decision adverse to the patentability of a claim of a
patent. No proposed amended or new claim enlarging the scope of a
claim of the patent will be permitted in a reexamination proceeding
under this chapter. All reexamination proceedings under thissection,
including any appeal to the Board of Appeals, will be conducted with
special dispatch within the Office.

“§306. Appeal )
“The patent owner involved in a reexamination proceeding under
this chapter may appeal under the provisions of section 134 of this
title, and may seek court review under the provisions of sections 141
to 145 of this title, with respect to any decision adverse to the
patentability of any original or proposed amended or new claim of the

patent.
“5307. Certificate of patentability, unpatentability, and claim can-
cellation

“(a) In a reexamination proceeding under this chapter, when the
time for appeal has expired or any appeal proceeding has terminated,
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the Commissioner will issue and publish a certificate canceling any
claim of the patent finally determined to be unpatentable, confirming
any claim of the patent determined to be patentable, and incorporat-

ing in the Eatent any proposed amended or new claim determined to

be patenta le. :

“(b) Any proposed amended or new claim determined to be patent-
able and incorporated into a patent following a reexamination
proceeding will have the same effect as that specitied in section 252 of
this title for reissued patents on the right of any person who made,
purchased, or used anything patented by such proposed amended or
new claim, or who made substantial preparation for the same, prior
to issuance of a certificate under the provisions of subsection (a) of
this section.”. ' :

Sec. 2. Section 41 of title 35, United States Code, is amended to read
as follows: ’

“8§41. Patent fees

“(a) The Commissioner of Patents will establish fees for the
processing of dn application for a patent, from filing through disposi-
tion by issuance or abandonment, for maintaining a patent in force,
and for providing all other services and materials related to patents.
No fee will be established for maintaining a design patent in force.

“(b) By the first day of the first fiscal year beginning on or after one
calendar year after enactment of this Act, fees for the actual
processing of an application for a patent, other than for a design
patent, from filing through disposition by issuance or abandonment,
will recover in aggregate 25 per centum of the estimated average cost
to the Office of such processing. By the first day of the first fiscal year
beginning on or after one calendar vear after enactment, fees for the
processing of an application for a design patent, from filing through
disposition by issuance or abandonment, will recover in aggregate 50
per centum of the estimated average cost to the Office of such
processing. :

“{¢) By the fifteenth fiscal year following the date of enactment of
this Act, fees for maintaining patents in force will recover 25 per
centum of the estimated cost to the Office, for the year in which such
maintenance fees are received, of the actual processing all applica-
tions for patents, other than for design patents, from filing through
disposition by issuance or abandonment. Fees for maintaining a
patent in force will be due three years and six months, seven years
and six months, and eleven years and six months after the grant of
the patent. Unless payment of the applicable maintenance fee is
received in the Patent and Trademark Office on or before the date the
fee is due or within a grace period of six rnonths thereafter, the patent
will expire as of the end of such grace period. The Commissioner may
require the payment of a surcharge as a condition of accepting within
such six-month grace period the late payment of an applicable
maintenance fee.

“(d) By the first day of the first fiscal year beginning on or after one
calendar year after enactment, fees for all other services or materials
related to patents will recover the estimated average cost to the
Office of performing the service or furnishing the material. The
yearly fee for providing a library specified in section 13 of this title
with uncertified printed copies of the specifications and drawings for
all patents issued in that year will be $50.

“{e) The Commissioner may waive the payment of any fee for any
service or material related to patents in connection with an occa-
sional or incidental request made by a department or agency of the

35 USC 252

35 USC 41.

35 USC 13.

Waiver, -

94 STAT. 3017
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35 UsC 132

Natice,

35 USC 42.

Refund.

Notice.

Waiver.

Indian products,
exception.

Government, or any officer thereof. The Commissioner may provide
any applicant issued a notice under section 132 of this title with a
copy of the specifications and drawings for all patents referred to in
that notice without charge.

“(f) Fees will be adjusted by the Commissioner to achieve the levels
of recovery specified in this section; however, no patent application
processing fee or fee for maintaining a patent in force will be adjusted
more than once every three years,

“(g) No fee established by the Commissioner under this section will
take effect prior to sixty days following notice in the Federal
Register.”.

Sec. 3. Section 42 of title 35, United States Code, is amended to read
as follows:

“§42. Patent and Trademark Office fun&ing

“a) All fees for services performed by or materials furnished by the
Patent and Trademark Office will be payable to the Commissioner.
“b) All fees paid to the Commissioner and all appropriations for

~ defraying the costs of the activities of the Patent and Trademark
" Office will be credited to the Patent and Trademark Office Appropri-

ation Account in the Treasury of the United States, the provisions of

. section 725e of title 31, United States Code, notwithstanding.

“(c) Revenues from fees will be available to the Commissioner of
Patents to carry out, io the extent provided for in appropriation Acts,
the activities of the Patent and Trademark Office.

“(d)} The Commissioner may refund any fee paid by mistake or any
amount paid in excess of that required.”.

Sec. 4. Section 154 of title 35, United States Code, is amended by
deleting the word “‘issue”,

SEec. 5. Section 31 of the Trademark Act of 1946, as amended (15
U.8.C. 1113), is amended to read as follows:

“§31. Fees

“(a) The Commissioner of Patents will establish fees for the filing
and processing of an application for the registration of a trademark
or other mark and for all other services performed by and materials
furnished by the Patent and Trademark Office related to trademarks
and other marks. Fees will be set and adjusted by the Commissioner
to recover in aggregate 50 per centum of the estimated average cost to
the Office of such processing. Fees for all other services or materials
related to trademarks and other marks will recover the estimated
average cost to the Office of performing the service or furnishing the
material. However, no fee for the filing or processing of an applica-
tion for the registration of a trademark or other mark or for the
renewal or assignment of a trademark or other mark will be adjusted
more than once every three years. No fee established under this
section will take effect prior to sixty days following notice in the
Federal Register. _

“(b) The Commissioner may waive the payment of any fee for any
.service or material related to trademarks or other marks in connec-
tion with an occasional request made by a department or agency of
the Government, or any officer thereof. The Indian Arts and Crafts
Board will not be charged any fee to register Govérnment trademarks
of genuineness and quality for Indian products or for products of
particular Indian tribes and groups.”. _

SEc. 6. {a) Title 35 of the United States Code, entitled ‘“Patents”, is
amended by adding after chapter 37 the following new chapter 38:
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“CHAPTER 38—PATENT RIGHTS IN INVENTIONS MADE
WITH FEDERAL ASSISTANCE
= ’ ik .,
#9200, Policy and objective.
“201, Definitions. |
#202. Disposition of rights.
4203. March-in n‘fhts.
“204, Preference for United States industry.
205. Confidentiality. .
“206. Uniform clauses and regulations. )
#207. Domestic and foreign protection of federally owned inventions.
“208. Regulations governing Federal licensing. .
. . “209. Restrictions on licensing of federally owned inventions.
T . 4210, Precedence of chapter. . .
f : “211. Relationship to antitrust laws.

“§200. Policy and objective 35 USC 200.

“It is the policy and objective of the Congress to use the patent
system to promote the utilization of inventions arising from federally
supported research or development; to encourage maximum partici-
pation of small business firms in federally supported research and
. development efforts; to promote collaboration between commercial
- ) o ' concerns and nonprofit organizations, including universities; to

i ensure that inventions made by nonprofit organizations and small
business firms are used in a manner to promote free competition and

_ enterprise; to promote the commercialization and public availability
— of inventions made in the United States bg United States industry

- and labor; to ensure that the Government obtains sufficient rights in
federally supported inventions to meet the needs of the Government
and protect the public against nonuse or unreasonable use of inven-
tions; and to minimize the costs of administering policies in this area.

“§201. Definitions : 35 USC 201.

“As used in this chapter—
“(a) The term ‘Tederal agency’ means any executive agency as -
e defined in sectipn 105 of title 5, United States Code, and the _

: militargoc(iiepartments as defined by section 102 of title 5, United J
States Cede.

“{b) The term ‘funding agreement' means any contract, grant,
or cooperative agreement entered into between any Federal
agency, other than the Tennessee Valley Authority, and anfr
contractor for the performance of experimental, developmental,
or research work funded in whole or in part by the Federal
- . Government. Such term includes any.assignment, substitution of
""T : : parties, or subcontract of any type entered into for the perform-

| - ance of experimental, developmental, or research work under a
————— funding agreement as herein defined.
. "{e) The term ‘contractor’ means any person, small business
e ' firm, or nonprofit organization that is a party to a funding
i - agreement.

“(d) The term ‘invention’ means any invention or discovery
which is or may be patentable or otherwise protectable under
this title, h

‘te) The term ‘subject invention’ means any invention of the
contractor conceived or first actually reduced to practice in the
performance of work under a funding agreement. '

: : : “(fy The term ‘practical application’ means to manufacture in
C [ ' ! 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
gystem: and, in each case, under such conditions as to establish

]
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35 USC 202

Funding
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Comptroller
General.

. Copy to SBA.

Contrary agency

determinations.

Report to
congressional
comimittees.

that the invention is being utilized and that its benefits are to the
extent permnitted by law or Government regulations available to
the public on reasonable terms.

“(g) The term ‘made’ when used in relation to any invention
means the conception or first actual reduction to practice of such
invention. '

“(h) The term ‘small business firm' means a small business
concern as defined at section 2 of Public Law 85-536 (15 U.S.C.
632) and implementing regulations of the Administrator of the
Small Business Administration.

“(i) 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.S.C. 501(c)) and exempt from taxation under section
501(a) of the Internal Revenue Code (26 U.S.C. 501(a)) or any
nonprofit scientific or educational organization qualified under a
State nonprofit organization statute.

“§ 202, Disposition of rights

“(a) Each nonprofit organization or small business firm may,
within a reasonable timpe after disclosure as required by paragraph
{e)(1) of this section, elect to retain title to any subject invention:
Provided, however, That a funding agreement may provide otherwise
(i) when the funding agreement is for the operation of a Government-
owned research or production facility, (i) in exceptional circum-
stances 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 this chapter or (iii) when it
is determined by a Government authority which is authorized by
statute or Executive order to conduct foreign intelligence or counter-
intelligence activities that the restriction or elimination of the right
to retain title to any subject invention is necessary to protect the
security of such activities. The rights of the nonprofit organization or
small business firm shall be subject to the provisions of paragraph (c)

. of this section and the other provisions of this chapter.

“(b)1) Any determination under (ii) of paragraph (a) of this section
shall be in writing and accompanied by a written statement of facts
justifying the determination. A copy of each such determination and
justification shall be sent to the Comptroller General of the United
States within thirty days after the award of the applicable funding
agreement. In the case of determinations applicable to funding

‘agreements with small business firms copies shall also be sent to the

Chief Counsel for Advocacy of the Small Business Administration.

“(2) If the Comptroller General believes that any pattern of
determinations by a Federal agency is contrary to the policy and
objectives of this chapter or that an agency’s policies or practices are
otherwise not in conformance with this chapter, the Comptroller
General shall so advise the head of the agency. The head of the
agency shall advise the Comptroller General in writing within one
hundred and twenty days of what action, if any, the agency has taken
%r plans to take with respect to the matters raised by the Comptroller

eneral. .

“(3) At least once each year, the Comptroller General shall trans-
mit a report to the Committees on the Judiciary of the Senate and
House of Representatives on the manner in which this chapter is

‘being implemented by the agencies and on such other aspects of

Government patent policies and practices with respect to federally
funded inventions as the Comptroller General believes appropriate.
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‘(e) Each funding agreement with a small business firm or non- Funding
profit organization shall contain appropriate provisions to effectuate 3greement e
the following: E Fequirements.

(1) A requirement that the contractor disclose each subject
invention to the Federal agency within a reasonable time after it
is made and that the Federal Government may receive title to
any subject invention not reported to it within such time,

. 212} A requirement that the contractor make an election to

— : X retain title to any subject invention within a reasonable time

3 after disclosure and that the Federal Government may receive

i title to.any subject invention in which the contractor does not
: elect to retain rights or fails to elect rights within such time.

'%3) A requirement that a contractor electing rights file patent
applications within reasenable times and that the Federal Gov-
ernment may receive title to any subject inventions in the
United States or other countries in which the contractor has not

: , _ filed patent applications on the subject invention within such

™ ' cok times.

' ' _*{4) With respect to any invention in which the contractor
+" elects rights, the Federal agency shall have a nonexclusive,

' nontransferable, irrevocable, paid-up license to practice or have

- practiced. for or on behalf of the United States any subject
: invention throughout the world, and may, if provided in the

funding agreement, have additional rights to sublicense any

foreign government or international organization pursuant to
any existing or future treaty or agreement.

‘5) The right of the Federal agency to require periodic
reporting on the utilization or efforts at obtaining utilization
that are being made by the contractor or his licensees or
) assignees: Provided, That any such information may be treated
- by the Federal agency as commercial and financial information

obtained from a person and privileged and confidential and not

subject to disclosure under section 552 of title 5 of the United

States Code. .

« '(8) An obligation on the part of the contractor, in the event a
United States patent application is filed by or on its behalf or by
any assignee of the contractor, to include within the specification
of such application and any patent issuing thereon, a state-

. _ ment specifying that the invention was made with Government

e ‘ support and that the Government has certain rights in the

‘ : invention. '

“IT) In the case of a nonprofit organization, (A) a prohibition
: upon the assignment of rights to a subject invention in the

™ United States without the approval of the Federal agency, except

where such assignment is made to an organization which has as
one of its primary functions the management of inventions and
Ty 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

______ i . invention or be in competition with embodiments of the inven-

: tion (provided that such assignee shall be subject to the same

o ' ‘ s provisions as the contractor); (B) a prohibition against the grant-

.l : ing of exclusive licenses under United States Patents or Patent
| ;

Applications in a subject invention by the contractor to persons
other than small business firms for a period in excess of the
, ! earlier of five years from first commercial sale or use of the
ol : invention or eight years from the date of the exclusive license
| excepting that time before regulatory agencies necessary to

.
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35 USC 203.

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, comrercial sale or use in one
field of use shall not be deemed commercial sale or use as to other
fields of use, and a first commercial sale or use with respect to a
product of the invention shall not be deemed to end the exclusive
period to different subsequent products covered by the invention;
{C) a requirement that the contractor share royalties with the
inventor; and (D) a requirement that the balance of any royalties
or income earned by the contractor with respect to subject
inventions, after payment of expenses (including payments to
inventors) incidental to the administration of subject inventions,
be utilized for the support of scientific research or education.
“(8) The requirements of sections 203 and 204 of this chapter.

“d) If a contractor does not elect to retain title to a subject
invention in cases subject to this section, the Federal agency may
consider and after consultation with the contractor grant requests for
retention of rights by the inventor subject to the provisions of this Act
and regulations promulgated hereunder.

“(e) In any case when a Federal employee is a coinventor of any
invention made under a funding agreement with a nonprofit organi-
zation or small business firm, the Federal agency employing such
coinventor is authorized to transfer or assign whatever rights it may
acquire in the subject invention from its employee to the contractor
subject to the conditions set forth in this chapter.

“(f)(1)y No funding agreement with a small business firm or non-
profit organization shall 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 provi-
sion has been approved by the head of the agency and a written

~ justification has been signed by the head of the agency. Any such

provision shall clearly state whether the licensing may be required in
connection with the practice of a subject invention, a specifically
identified work object, or both. The head of the agency may not
delegate the authority to approve provisions or sign justifications
required by this paragraph.

“2) A Federal agency shall not require the licensing of third
parties under any such provision unless the head of the agency
determines that the use of the invention by others is necessary for the
practice of a subject invention or for the use of 2 work object of the
funding agreement and that such action is necessary to achieve the
practical application of the subject invention or work object. Any
such determination shall be on the record after an opportunity for an
agency hearing. Any action commenced for judicial review of such
determination shall be brought within sixty days after notification of
such determination.

%8203, March-in rights

“With respect to any subject invention in which a small business
firm or nonprofit organization has acquired title undet this chapter,
the Federal agency under whose funding agreement the subject
invention was made shall have the right, in accordance with such
procedures as are provided in regulations promulgated hereunder to
Tequire the contractor, an assignee or exclusive licensee of a subject
invention to grant a nonexclusive, partially exclusive, or exclusive
license in any fleld of use to a responsible applicant or applicants,
upon terms that are reasonable under the circumstances, and if the
contractor, assignee, or exclusive licensee refuses such request, to
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gra}z:t such a license itself; if the Federal agency determines that
such—

‘(a) action is necessary because the contractor or assignee has
not taken, or is not expected to take within a reascnable time,
effective steps to achieve practical application of the subject
invention in such field of use;

“(b) action is necessary to alleviate health or safety needs
which are not reasonably satisfied by the contractor, assignee, or
their licensees; .

*f¢) action is necessary to meet requirements for public use
specified by Federal regulations and such requirements are not
reasonably satisfied by the contractor, assignee, or licensees; or

“d) action is necessary because the agreement required by
section 204 has not been obtained or waived or because a licensee
of the exclusive right to use or sell any subject invention in the

" United States is in breach of its agreement obtained pursuant to
section 204.

“§204. Preference for United States industry

“Notwithstanding any other provision of this chapter, no small
business firm or nonprofit organization which receives title to any
subject invention and no assignee of any such small business firm or
nonprofit organization shall 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 invention will be manufac-
tured substantially in the United States. However, in individual
cases, the-requirement for such an agreement may be waived by the
Federal agency under whose funding agreement the invention was
made upon a showing by the small business firm, nonprofit organiza-
tion, or assignee that reasonable but unsuccessful efforts have been
made to grant licenses on similar terms to potential licensees that
would be likely to manufacture substantially in the United States or

that under the circumstances domestic manufacture is not commer-

cially feasible.
“§205. Confidentiality

“Federal agencies are authorized to withhold from disclosure to the
public information disclosing any inventicn in which the Federal
Government owns or may own a right, title, or interest (including a
nonexclusive license) for a reasonable time in order for a patent
application to be filed. Furthermore, Federal agencies shall not he
required to release copies of any document which is part of an
application for patent filed with the United States Patent and
Trademark Office or with any foreign patent office.

“§206, Uniform clauses and regulations

94 STAT. 8023

35 USC 204.

Waiver.

35 USC 205.

35 USC 206.

“The Office of Federal Procurement Policy, after receiving recom- ==

mendations of the Office of Science and Technology Policy, may issue
regulations which may be made applicable to Federal agencies
implementing the provisions of sections 202 through 204 of this
chapter and the Office of Federal Procurement Policy shall establish
standard funding agreement provisions required under this chapter.

*“§207. Domestic and foreign protection of federally owned inven-
tions

“Bach Federal agency is authorized to—

35 UsC 207.

LI
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35 USC 281 et .
seq.

35 USC 208.

35 USC 209.

Development or
marketing plan.

Manufacture in
us

“01) apply for, obtain, and maintain patents or other forms of
protection in the United States and in foreign countries om -
inventions in which the Federal Government owns a right, title,
or interest;

*(2) grant nonexclusive, exclusive, or partially exclusive
licenses under federally owned patent applications, patents, or
other forms of protection obtained, royalty-free or for royalties or
other consideration, and on such terms and conditions, including
the grant to the licensee of the right of enforcement pursuant to
the provisions of chapter 29 of this title as determined appropri-
ate in the public interest;

“(3) undertake all other suitable and necessary steps to protect
and administer rights to federally owned inventions on behalf of
the Federal Government either directly or through contract; and

‘(4) transfer custody and administration, in whole or in part, to
another Federal agency, of the right, title, or interest in an
federally owned invention. :

“§208. Regulations governing Fedeéral licensing

“The Administrator of General Services is authorized to promul-
gate refulations specifying the terms and conditions upon which any
federally owned invention, other than inventions owned by the
Tennessee Valley Authority, may be licensed on a nonexclusive,
partially exclusive, or exclusive basis.

“§209. Restrictions on licensing of federally owned inventions

“(a) No Federal agency shall grant any license under a patent or
patent application on a federally owned invention unless the person
requesting the license has supplied the agency with a plan for
development and/or marketing of the invention, except that any
such plan may be treated by the Federal agency as commercial and
financial information obtained from a person and privileged and
confidential and not subject to disclosure under section 552 of title 5
of the United States Code. :

“(b) A Federal agency shall normally grant the right to use or seil .
any federally owned invention in the United States only to a licensee
that agrees that any products embodying the invention or produced
through the use of the invention will be manufactured substantially
in the United States. ‘

“(cX1) Each Federal agency may grant exclusive or partiaily
exclusive licenses in any invention covered by a federally owned
domestic patent or patent application enly if, after public notice and
opportunity for filing written objections, it is determined that—

“(A) the interests of the Federal Government and the public
will best be served by the proposed license, in view of the
applicant’s intentions, plans, and ability to bring the invention to
practical application or otherwise promote the invention's utili-
zation by the public; : :

"“(B) the desired practical application has not been achieved, or
is not likely expeditiously to be achieved, under any nonexclusive
license which has been granted, or which may be granted, on the
invention;

“(C) exclusive or partially exclusive licensing is a reasonable
and necessary incentive to call forth the investment of risk
capital and expenditures to bring the invention to practical
application or otherwise promote the invention’s utilization by
the public; and .
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“(D) the proposed terms and scope of exclusivily are not
i greater than reasonably necessary to provide the incentive for
j bringing the invention to practical application or otherwise

promote the invention's utilization by the public. .

“(2) A Federal agency shall not grant such exclusive or partiaily Antitrust
| . exclusive license under paragraph (1) of this subsection if it deter- fectors.
L ‘ . mines that the grant of such license will tend substantially to lessen
Ly Ly competition or result in undue concentration in any section of the

' _ : country in any line of commerce to which the technology to be

licensed relates, or to create or maintain other situations inconsistent

i : ' o o (m#h_the antitrust laws.

“(3) First preference in the exclusive or partially exclusive licens- Small business
P ing of federally owned inventions shall go to small business firms Preference.
[ submitting plans that are determined by the agency to be within the
o capabilities of the firms and equally likely, if executed, to bring the
[ ;| invention to practical application as any plans submitted by appli-
\ | ; cants that are not small business firms.

P S *d} After consideration of whether the interests of the Federal Antitrust
‘ : Government or United States industry in foreign commerce will be factors.

' : enhanced, any Federal agency may grant exclusive or partially

Sl ! exclusive licenses in any invention covered by a foreign patent

. . i application or patent, after public notice and opportunity for filing

: . i written chjections, except that a Federal agency shall not grant such

- ; exclusive or partially exclusive license if it determines that the grant

T : . of such license will tend substantially to lessen competition or result

in undue concentration in any section of the United States in any line
of commerce to which the technology to be licensed relates, or to
create ormaintain gther situations inconsistent with antitrust laws.
“{e) The Federal agency shall maintain a record of determinations Record.
to grant exclusive or partially exclusive licenses. ‘
7 ‘ “{f) Any grant of a license shall contain such terms and conditions Terms and
i ) as the Federal agency determines appropriate for the protection of conditions.
r‘ : the interests of the Federal Government and the public, including
nn provisions for the following:
. “{1) periodic reporting on the utilization or efforts at obtaining
' utilization that are being made by the licensee with particular
reference to the plan submitted: Provided, That any such infor-
mation may be treated by the Federal agency as commercial and
financial information obtained from a person and privileged and
confidential and not subject to disclosure under section 552 of
title 5 of the United States Code; .
"“(2) the right of the Federal agency to terminate such license in -
whole or in part if it determines that the licensee is not executing
“the plan submitted with its request for a license and the licensee
cannot otherwise demonstrate to the satisfaction of the Federal
agency that it has taken or can be expected to take within a
reasonable time, effective steps to achieve practical application
of the invention;
'“(3) the right of the Federal agency to terminate such license in
whole or in part if the Hcensee is in breach of an agreement
obtained pursuant to paragraph (b) of this section; and
“(4) the right of the Federal agency to terminate the license in
whole or in part if the agency determines that such action is
necessary to meet requirements for public use specified by
Federal regulations issued after the date of the license and such
requirements are not reasonably satisfied by the licensee.

-
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85 USC 210, “§210. Precedence of chapter . 8

A “(a) This chapter shall take precedence over any other Act which
|| _ _ would require a disposition of rights in subject inventions of small
business firms or nonprofit organizations contractors in a manner
. that is inconsistent with this chapter, including but not necessarily
— limited to the following:
; i “(1) section 10{a) of the Act of June 29, 1935, as added by title I
: : of the Act of August 14, 1946 (7 U.5.C. 427i(a); 60 Stat. 1085);
_ “2) section 205(a) of the Act of August 14, 1946 (T U.S.C.
. : - 1624(a); 60 Stat. 1090
B : ‘“U3) section 501(c) of the Federal Mine Safety and Health Act of
’ : . : 91 Stat, 1320. 1977 (30 U.S.C. 951(c); 33 Stat. 742);
: “(4) section 106(c) of the National Traffic-and Motor Vehicle
‘ . Safety Act of 1966 (15 1J.8.C 1395(c); 80 Stat. 721);
e ' “(5) section 12 of the National Science Foundation Act of 1950 -
D _ : 64 Stat. 154. (42 1J.5.C. 1871{a); 82 Stat. 360) :
Pl ‘ “(6) section 152 of the Atomic Energy Act of 1954 (42 U.S.C.
68 Stat. 944, 2182: 68 Stat. 943);
“(T) section 305 of the National Aeronautics and Space Act of .
1958 (42 U.S.C. 2457);
“8) section 6 of the Coal Research Development Act of 1960 (30
; . 1.S.C. 666; 74 Stat. 337 ' ,
' ' ' “(9) section 4 of the Helium Act Amendments of 1860 (50
. U.S.C. 167b; T4 Stat. 920);
I [ ' {10} section 32 of the Arms Control and Disarmament Act of
Pl e _ 1961 (22 U.S.C. 2572; 75 Stat. 634);
“(11) subsection (e) of section 302 of the Appalachian Regional
_ Development Act of 1965 (40 U.S.C. App. 302(e); 79 Stat. b);
I 5 ._-‘ “(12) section 9 of the Federal Nonnuclear Energy Research
‘ 88 Stat. 1887. and Development Act of 1974 (42 U.8.C. 5301; 88 Stat. 1878);
42 USC 5908. “(13) section 5(d) of the Consumer Product Safety Act (15
. : : U.5.C. 2054(d); 86 Stat. 1211);
' 9'1‘(14) section 3 of the Act of April 5, 1944 (80 U.5.C. 323, 58 Stat.

. i . 1 '

L) | : i “(15) section 8001(¢X3) of the Solid Waste Disposal Act (42
U.8.C. 6981(c); 90 Stat. 2829);

P . _ *(16) section 219 of the Foreign Assistance Act of 1961 (22
D , : U.S.C. 2179; 33 Stat. 806);
“(17) section 427(b) of the Federal Mine Health and Safety Act
; . : . of 1977 (30 U.S.C. 937(h); 86 Stat. 155); ‘
; : “(18) section 306(d) of the ‘Surface Mining and Reclamation
i Actof 1977 (30 U.S.C. 1226(d); 91 Stat. 455 '
il ; ' *(19) section 21(d) of the Federal Fire Prevention and Control
Actof 1974 (15 U.S.C. 2218(d); 88 Stat. 1548);
i “(20) section 6(b) of the Solar Photovoltaic Energy Research
Development and Demonstration Act of 1978 (42 U.S.C. 5585();
92 Stat. 2516);

(21} section 12 of the Native Latex Commercialization and

7 USC 178]. Ecgnomic Development Act of 1978 (7 U.S.C. 178(); 92 Stat. 2533);
an
“(22) section 408 of the Water Resources and Development Act
92 Stat, 13186 of 1978 (42 U.5.C. 7879; 92 Stat. 1360).

The Act creating this chapter shall be construed to take precedence
over any future Act unless that Act specifically cites this Act and
provides that it shall take precedence over this Act.

“(b) Nothing in this chapter is intended to alter the effect of the
laws cited in paragraph (a} of this section or any other laws with
respect o the disposition of rights in inventions made in the perform-
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‘ ' ance of funding agreements with persons other than nonprofit
o : o : organizations or small business firms,
o g ‘ “{c) Nothing in this chapter is intended to limit the authority of Rights,
L e agencies to agree to the disposition of rights in inventions made in the disposition.
S ‘ ! performance of work under funding sgreements with persons other
C ' : ' _ : than nonprofit organizations or small business firms in accordance
Lo : i with the Statement of Government Patent Policy issued on August
: 23, 1971 (36 Fed. Reg. 16887), agency regulations, or other applicable
i - regulatmns or to otherwise limit the authority of agencies to allow
such persons to retain ownership of inventions. Any disposition of
rights in inventions made in accordance with the Statement or
implementing regulations, including any d;sposmon occurring hefore
enactment of this section, are hereby authori . )
: *{d) Nothing in this chapter shall be construed to require the Disclosure.
: disclosure of intelligence sources or methods or to otherwise affect :
the authority granted to the Director of Central Intelligence by .
statute or Executive order for the protection of intelligence sources or

. methods.
! “§ 211, Relationship to antitrust laws 35 USC 211.

o “Nothing in this chapter shall be deemed to convey to any person
T immunity from civil or criminal liability, or to create any defenses to
- ‘ = " actions, under any antitrust law.”.

!

|

{(b) The tabie of chapters for title 35, United States Code, is amended
by adding immediately after the item relating to chapter 37 the
following:

*38. Patent rights in inventions made with Federal assistance.”

Sec. 7. AMENDMENTS TC¢ CrTHER Acrs.—The follOW1ng Acts are
. amended as follows:

. i (a) Section 156 of the Atomic Energy Act of 1954 (42 U.S.C. 2188; 68
- i ! Stat 847) is amended by deleting the words “held by the Commission
or”

(b) The National Aeronauties and Space Act of 1958 is amended by
repealing paragraph (g) of section 305 (42 U.S.C. 2457(g); 72 Stat. 436).
(c) The Federal Nonnuclear Energy Research and Development Act
i of 1974 is amended by repealing paragraphs (g}, (b), and (i) of section 9
(42 U.8.C. 5908 (g), (h), and (i); 88 Stat. 1889-1891).

Sec. & (a) Sections 2, 4, and 5 of this Act will take effect upon Effective dates.

{b) Section 1 of this Act will take effect on the first day of the
seventh month beginning after its enactment and will apply to
patents in force as of that date or issued thereafter.

(¢} Section 3 of this Act will take effect on the first day of the first
fiscal year beginning on or after one calendar year after enactment.
However, until section 3 takes effect, the Commissioner may credit
the Patent and Trademark Office appropriation account in the
Treasury of the United States with the revenues: from collected
reexamination fees, which will be available to pay the costs to the
Office of reexamination proceedings.

(d) Any fee in effect as of the date of enactment of this Act will
remain in effect until a corresponding fee established under section
41 of title 35, United States Code, or section 1113 of title 15, United
States Code, takes effect.

{e) Fees for maintaining a patent in force will not be applicable to
patents applied for prior to the date of enactment of this Act.
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