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SO Y' rssea rch and development wor k
u.r:cc-r :?f:.~ {20ral :Jt"z.TIts and contracts.

By IVli". DOLE {.fox' b imsel f, iVlr.
L AJ::.IH.:r , and I·il x-. .Cn~~(;Oi\ICIN!} :

S. 2171. ~e\ b ill to a m en d t itl:; 35 of
t he United States Code for t h e pur­
p ose ot cl'f::a t in g B:,. uniform p ol icy and
procedure con cern in g p3J:Cl1t r lghts in
inven t ions develooed with Federa l as ­
sistance, and fGT~ other p urposes: ta
the Committee on F inance.

e NIF{)R~I ?.,!.TZ ~~-l· PROCEDURES t~CT OF 1~ 83

~, .r..'1 "r . D OLE. "f./i.r. P residen t, I am
pl eas ed to send to the desk for appro­
p n a t e reference . on beha lf of mvself
an d Senat or s L~_}:"-.:iLT an d D ECONCl.Nl.
the Uniform Paten t ? r ocedur es ...i:ic t of
1983. rf' his legis la t ion is d esign ed to en · ,
coura ge the com mer cialization of in­
ve n t ions cr ea t ed oursuant to resea ch
and development - work sponsored by
tile P ederal G overnment un der grant
or contract: as such. i t is a direct re ­
sponse to t he challen ge posed to
America's economic fu t u r e b y foreign
tech nologtcal competition.

As we are al l painfully aware, t h e
lead t h a t t h e United. St a tes has en ­
joyed ave].' t h e p as t SO :':<02.1'8 in t echno­
logical innovation is un der increas in g
jeopardy as our in ternational comoetl­
tors develop expertise in the research
and deve lopment skills essen t ial to t h e
creation oi new, high t echn ology m ­
dustries, The las t 10 vears, in particu­
la r . h ave v...~itnessed a ste a d y er os io n of
our competitive posit ion in a n umbe r
01 importan t fields of en deavor. in­
clu ding a u t om obile manufactu r ing,
elect ron ics. and ste el nroductlon,
While we embrace this compet iti on as
ne alt n y and to be desj.rea1 we mu st
nevert heless ins ure that OLD." Govern­
merit 's policies en courage-not <lis ­
cou r age- t h.e d e velorimerrt an d 111ar­
keting of invent ions inane by Amer t­
ca n en tr epren eu rs .

'i\""e 118s:e h e&i-4d t:.~, l ot of t.aHt l atel y
a bout t he n.e~.~d fo~t" ~Ul indust r ia l
poli ey , To dat e . ln ost of this 'Calk has
cen t er e d on p rop osa ls t ll a t I b eli eve
a.r e un\~N:, rkable 8,t 'OJorst and highly
s p ecu la t i\"e . a t best-such as the cre-

--_ ..~ - - ~O - .. ....,., ..... _~ ... ......- .... '-" :e ""~ .. ......

dust r.ies , 'Tlle last 10 ~~ears . in par tic.n­
lar . ha~"e 'C.;'".~itnessed a. steady er osi o n of
our competi t ive posit ion in a n umber
01 im po rtant fields o f endeavor, in­
cl u di n g autoi11obUe rnarnLfaeturin g.
elect ron ics4 a n d s i·eel UI"octuction .
,\;Vh i1e r~-e ~~nJ.braee t h is eQnlpet it iGt.1 as
h.ea lt l1.y a n d t o be desj,r ed, ,\:~re n1ust
ne"vertheless insure that our- :Govern·
Inen t 's poli cies ~ncourage-not dIs ~

courag~-t-h,e dt: vel o"t:rn en t and 111ar­
ket.ing of iDI,enti ons· ro.ade by Am er i­
can en t r epreneurs.

\}\.""e l1a-.-'e i1.e a rd a ~ot of talk. l~.tely

a bout ·[. he- need fO~t ~"1n indusr ri 2.l
poliey. To d at.e. most of ,,111s t alk h as
cen te r e d on p ropos a ls t ll a t I b eli eve
are unworka ble at worst and h igh ly
specula ti \'e . a t bes t-such as t.he er e-

'T'.he b:H 2.E; r~?Ddeled afte r legislat ion
·n:.!. 3~ L I") :··~1~I. er G::.}n c ;:)1' ~B 2~ ~/h_ Z:'l l1G I sp on ­
sor ed i1""\ the 95( 1:1 C:on g:cess, t h e lJui­
versitv and Srnall }3usin e-ss Pa ten t Pro­
cedures i1.c !~ of 1930~ T hat landm ark
legislati~n1 reform ed a.gf"I'lCY l.3.atent
procnr0E1::;:1t proees.tlres t hat a ppi y t o
I"ES-2BXch E:..Dt~ C10'F2101JYf.:ent con tract s
wit h u niversittcs and small businesse-s
in orde r to make possible gre a te r C01TI­

m erciauza tion of the breakth rough in­
ven tions t tl a t of ten res ult f'rorn such
arrangem ents . P rioi"' to t he passage o-r
thai". biH-.Il o ~': PubH~ LH,\Y 96·-517, uni­
vers itv invent ion disclosures had
shewn a .s te~4.dy decline. ).lJO \V~ s uch dis ­
Cl 0 S1 tl"E:::> a re uP. univers it y and Ind us­
t r y collabora tion is a t an alltlm e h igh .
and man y n ew technologies - such as
the recent advances in gen e en gineer­
ing- aT,o cre a ting Dew oppo r t un ities
f rn'" econo mic aovancement wh ile irn ­
prort ng the q,ua lity of life.

'J;.7i121 the ! f§ 80 18s..~ accompl tsh ed Ior
universit ies an d srnal! business es. t h is
new leg is ~aUol1 wouid accomplish for
all con t ractors \:~'i tb the Gov er n ment .
rega rdless of size. I t wou ld end. on ce
and fo r aJ L tit c rr ....is trat.ing b u re a u crat­
ic ITl8.Ze wh lcn has n mderec the re t t.n ·
tio Y:! of p~.ten_ t discover ies by th{1 P I j ,

va te sector an d thereby inhibit ed ti lt'

cemmercta tlzatlon 0 1' those dis coverr es.
vVit h t h e GO~'~rT1TIlent n ow fun ding
approximatelv 70 percen t of the b a SIC
r esea rch (~ one in the U n ited States , we
ca n D -O lon ger tolerate the abvsmally
low rate of commercianzat ton th a t. ac­
com panies Federal own ersh ip of new
In ven tions, For example: Compared to
a licen sing rate of 33 percen t for uni­
versity-developed inventions. th e Gov ­
ernmen t has licensed less than 4: per­
cent of inven tions own ed b~/ it to the
priva te sect or foy com me rcial U SE'. Tl u s
is p rtm ar ily be cause of chaot ic a n d in ­
e£fici:~nt r....ge n{'y p a t e n t p r ocu re m e n t
p oli cies that s t.ranzle innovat ion w it h
redtaoe .

The bii\ I se nd to the desk wc u ld
e liminate Lhi:.;; was te by al l,);t' ln g all
contractors clear ownersntp or t ~1e in­
ventions they make under G overn­
ment research a-lid developmen t con­
t racts &nd grants, while pro te cti n g Lhe
le g it,i n'la:i:.e ·:.-i g h t s -o f the a ge n c ies t o u s e
t he discoveries rOY8J ty f ree . In th ls
tt: a.y , j t v:0111d eneo u!"a ge- t h e private
Xi.1 fLr} ::Cli.:;g of 11:=- ':::: cHscQ'\' {~ rj cs aDd t h ilS
st :i.t'riuIate iD11 ::)"'~·2J j on . Of COU Ts e . thp
a gencies v:o~lld 11are the po\yer t.o re~

qui:re d.eH\'~'?'J·Y o f titJe t o paten t.s to the
Gcvern:rnen t. 1;;her e sp _cial cir~~Ul:. l ~

s tances LYld icate that sl":c h Rction is in

•• • • • _" _ . _ ,_~ _ ~ _ • • uJ

is p r irila r i1:l b~l (':ause of chao ti c e.nd in ~

effi ci en t r....gency p a t e n t p .roCu re n1·c nt
p oli cies tbat s i..rE.ngle li"'! "!10vat ion \"'1.<I l h
redtap~ .

T h e biil I &:nd t o t h e drs k v\o·ctil ,j
eiirnh1.a t e Lhis '\;:as te by H l 1 1) ~.t' l ng ~t ll

contractors cl(:ar D\YilCrship 01' t ~1e in·
,:en t iDDS thf'Y ;'Tr2. k e un,cler CrO ve ""'n ~

rt1en t. 14cse arch ::1-Ed de \'elop ln en t con ~

trac'Ls &nd gran t s, v.;ll ile pro tecti n g lhe
leg it,irn.s:i:.e right s o f the a.genc ie s to liS P

t h e discoveries roya lty i ree. In t.r .ls
t\~ay . j t v/Gl!lc1 '8neD~l'.4age t:1 2 pri va t:,e
!i.1arkr-ti:;g of 11:=' '} : cHscGv-e r i cs H.D d tt~ns

st:irn.uI at2 Llll!)"V1=',·U~')n . Of conrse . thp
agen cies v:o~11d 11ar e the po\yer t.o re~

q ui:re d.elt\'~7'J·Y of t .it1e to paten t.s to t h e
G c ve "ln:r.fH:n t. 1;;he~'e sp '_cial cir~~llHI ~

s tanceS LYldicate that sl":ch Rcr.ion is in

\
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try, in wh ich politics rather th an eco­
nomics would inevitably be the
predominate concern. we sh ould let
the priva te en terprise system do what
it does best-produce new products
and jobs that the public wants and
needs . T h at is what this hill would do .

Mr. President, I send to t he desk for
inclusion in th e RECORD at the conclu­
sion of these remarks a brief sum mary
of the bill's pr incipal object ives, a sec­
tional analysis. and the te xt of the leg­
islation. I as k that th ese materials be
printed in full for the use of my col ­
leagues. As a member of the Judiciary
SubcoIfu-nit tee on P aten t , Copy r igh t ,
and T rademark Law, 1 will be workin g
closely with the chairman of th at SUb­
commit t e e . Senato r IvIATHIAS. in o rga ­
nizing hearings upon the legislation
3.11d I will be working diligently for
early action upon it in the next session
of t h is Congress.

Tha n k yo u } IV[r. Prestdent,
There be ing no objection, the mate­

rial was o rdered t o be printe d in t h e
R eCORD. as follows:

SUl'Jil\iARY OF UNIFORM PA"C1::NT PROCEDURES
A CT OF 1983

The bill wou ld standardize agency paten t
prOCli:i:'ement poHeies a n d p rocedur es. a n d
encourage private sector development. of
new dis coveries m ade under a fe deral re­
search and de velopment contract . in t h e Iol­
towi ng speci;:'ic v..'ays:

I t creat es 3. presump t :on in ra \.'or of co n­
tract or cwnership of new Inventi ons devel ­
oped under redera t Rc..:D contracts:

I t prohibits agencies fro rn requi ring t he
su rr ender of so-called "ba('kground ri ghts" I

as a p re-ccndlt ion to obt ai nm en t of s, feder­
al R&'D contract except wh ere tnt age ncy
h e:a.rl cers on atlv de t.ermines t h a t such r igh ts
are essential to the ace-ornpl iah rnerit of
ag en cy purposes in t he cont ract;

I t st reamlines the proc urem ent oroce­
cures, est ablishes one DoHey fo r al l gov ern­
rnen t agencies , and ccru onns thai policy t o
the pr inc iples of P ub lic Law 96-517;

It el im inates existing provisions of la Vi

th at unn ecessar ily com plica te the procure­
ment p rocess.

D:~ 7.70~"'E P A7 w fi" r~I;:,;:'f:jF\.;~\ S' :'; r":.C:;: ,"J F ~~c '3 : ·

SEC1"l ONAI.. A NALYSIS

Section 1: T it le.
S(;Ction 2: COl!form~ P u b. L. S6-517 ch ap­

te r desi~i~at-ions t o U.S .C.A. codification.
Section 2(sJ: Ad ds a n e\v ch apter to TiLle

35, US.C.. t h e pro\ 'is lo.ns 0 1 wh.ich wo u ld do
t he rouo¥.~jng:

S ec tion 2 i.2: S t ate-s the p {.,;licy object ive of
the r'1.ct . to l< ins ure that an inventions rnade
wit h fe der a.l suppor t 8T€ us ed in c mannei.'
t o promote [ ,ce com pe tit ion and en ter ­
pr ise ."

S ?ction 213: D eH n !ti ons us~d in t ht- Act.
Sect-ion 21 ';: Auth cr iz-es the S ecn:tnry o f

COffiluerce t o fssue irn plerrH:-nUng regula ~
t ions for th e Ad.

Section 215 : Provid es t bat fed eral contrac­
t ors may a.utomaticaJIy o·...·n in ven tions they
m ake unde r G overnment R &D unless:

(ll it is detel"mined. th at t h e disco very is
needed for forei gn intelligence or count~rin­

t eliigence pu rposes;

l" B :ld:ground r ight5" T('fers to the eont r:1.Cl-Of'S
in terest in Lq':en l ions llnd techn ica.l da t a \vh ich
w~re not developed pur-sup_nt to f. fed era l Ft.&: 0 Clln·

tract, but Wi1ic h p re·dated ttlat CCnlraCl:. It has
be t:n a comrr..on s.genc.y pr aetk<::to autonlat icc.iJy re ·
Qui!'p fed er a l con t.rac t par t !('Ip:l.n ls to :mrrende r
such. in teres ts to thf' agenc:,.· as a concUtion of ob ­
taining 2. fed eral R&D conr..ract.

f.tl V.l,U:S l 'J.t" tl l~ e.~ f:.

Section 215: Prov ide s that fed eral contrac­
tors may automatically own in ,'ent-ions they
make under Gm'ernment R &D unless:

(1) it is determined tllo.t the discovery is
neede d for foreign in teiligence or count~rin­

teliigence pu r poses;

l" EJ.ckgroUll d r ight5" T(' ff>r-s to t be con tr:1.c l-of's
interest in hw enrions a nd tec hnica l da t a wh ich
w~re not developed pursua.nt to f. federal Fc.& D con·
tr act. but Wi1ich pre-deted th:tt ccntract. It has
bet:n a comrr..on s.genc.~' practkf-= to a,ut oh>.a t icc.il y re ·
QUi!-p fede ral con n' act pan l.-:- ilx mls to su rrender
suc h. in terests to thf' ag ency as a co nd ition o f ob­
t a.ini ng 2. fed eral R&D cont.ract.

(2 ) t he con t rac tor is not located in the
U.S., or is a foreign government; or

(3) it is det ermined on a cas e-by-cas e basis
t hat exceptional ci rc u mstances re quire fed­
eral owne rship.

S uch determinat ions will be made in writ­
in g and filed with the Secretary of Com..
.merce to prevent ab us e of th ese exceptions
t o cont ract or ownership. In cases of abuse .
the Secretary shall notir v the Adm in ist ra tor
of the Offic·e of Federal P ro cu r emen t Policy
wh o may issue gui deli n es ending such prac­
t ices.

T his sect ion also p rov ides t hat. in in ­
stances where the contractor does not elect
to fil e a patent ap plication in t h e United
St a te s or abroad, the agency may t hen
assert ownership It it de sires to do so.

I n addit ion . Section 215 &150 s t ip ulates
t h a t the agency may use a subject inven tion
r oyaltv free and cen requ ire that it be kept
u pdated on utilization of t h e contrac tor.

Section 216: Provides that agencies mav
force eontractors to gn,nt licen ses to com­
petitors for using an inven tion made under
fedei~2.! R &l) if effective steps a re n e t being
take n to ward commercia llzat ion : to 2-.Hev iate
serious he alth or saf·:t~r needs not be ing sat ­
isfied by the con tractor: or to meet require­
m ents for p u blic u se speciiif:G b y f'ederal
regulations not being satisfied by the eon­
tract or . Eigency determinations on mand a­
tory licenses m ay be a ppealed by t h e con ­
t r actor wit.hln ao days t o t he United States
Claims Court.

Secti on 21~': Protects con tractors frof"G the
threat that agencies might req uir e them to
give u p privatel v developed technologies to
co rnpet.icors in orde-r t o secure a cont ract :
u n less spe ciric al ly app roved by the agency
h ead . Such d et.errn inasions can be made
only a rte r an age nc y h earL.!g \~.: i t.h prompt
noti fication to t he cont ractor .

S ect.iori 2b : C h apte r h eadings redei..igna~ ~

eo.
Section :zc: Repeals cer taln limitat ions

p laced upon umvers itv licensi n g by p resen t­
law. in order La encourage more eol iabora ­
t ion between mdus trv an d unt'f...ersit tes.

Secti on 3: Repeals old paten t p olicies so
that. th is Act mav be iraoleruen te d uniform­
lv.

Section 4: S pecifies that not h in g in this
Act s11.:.11 be construed to gr z.nt any civll or
cr tmln al immunity from any an titrust law
of t h e Unite d Stat es.

effect ive six mont-ill; after enRct men r. an d
c u t horizes a genci es t o E..P P]Y its provis.!ons
to pre·exIsting cont.ract;; wh.:-;re deerncd. ap ·
propriat-e,

S ec t ion 6: P rovides th~tt (,h e Secre t a:ry of
Co mmerc e shall repo rt t.o :.the Cong r ess
\vit l1in 24 nl on th.s, Vend ever y t \VO years
t h e rea f ter, on t he im p lem en t a t ion of this
Ac t a.!ong with a..'1.y j ecQmrrlendat.iQf1s fer
legIslative or admiaist rarAve cha:i1ges.

S, 2171
Be it en a.cted by the Sen a t f? a nd HO'/J.se of

R e pTe8enta.lii;e.., of the Un i ted S tate-s of
An terica -in COn g'Tess cr sse7nbl,~dr Tha t th~s

Aet may be cit ed as the "Unifol'rn P atent
Procedures Act of 198~1 '·.

S EC. 2. ( a ) Chapter 38 (,1 title 35. United
Stutes Code, as added by P ublic Ln.w 96 -517,
94, S tat. 30 18. is redesi gnated as ch a p t e r 18
of suc h t it.Je and all references to such ch ao­
te-r 38 sbal1 be considered r eferences i,o
ch apt er 18.

( b) P a rt II of title 35, 'United S tates Code,
is u.J:nended b y insert-h.:&! ch?~p ter 13, as re ­
designa led herein. after chap ter 17 of such
title.

(c) The t able of ch apter s fe r ti tl e 35 is
amended tn r red es!gnat ing ch apter 3B as
chap t er 13 and inserting such ch apt.er an d
sec t ion designations a t the t'nd of part I I.

_ _ _ ~ ._" ~ ..;, ".l.U.~ UJ.1".I.\.I:' 1• .1. J.: i;:tL. t:l ll.

P r ocedures Act of 198~1 f' .

SEC. 2. (a) Chapter 38 (>1 title 35, United
St~tes Code , as added b y Public L iH),' 96 -517,
94 Stat. 3018, is redesignated as cl ia p t e r 18
oi such. ti tl e and all references to such c!1ao·
t e-r 38 sba.l1 be cons idered references t-o
ch apt er 18.

(b) P art II of title 35, 'Unit ed States Code.
is amended by inser t-ill/! ch?pter 113. as re­
designated herein, after chapt er 17 of suc h
tiLle .

(c) T h e table of cha.p ters fo r ti tle 35 is
a m en ded l'jJT re desi gna t ing ch apter 3B as
chap t er 13 and inserting such chapt.er and
sec t ion designations a.t t he en d of part II.

SEC. 3. (a) Section 35 of the Unit ed S!.a! \ ~'

Code is amended by adding after ch ap ter 18.
as redesignated h erein. a n ew chap ter as fol ­
lows:
"CHAPTER Ie-PATENT R IGHT S IN 1:-<­

VENTIONS M ADE W IT H F E D ERAL AS·
S ISTJi...N CE B Y OTHER T HAN S M ALL
BUSINE SS F IRMS OR NONPROFIT
ORGA NIZATIONS

-see.
" 212. Policy and objecti ves.
" 213. Def inition s .
" 21<! _ R espons lbilit.ies.
"215. D isposi tion of righ ts .
" 216. March-in r ights.
" 217. Backgrou nd righ ts .

h!i 212. P " Hcy and o bjectives

"In add iti on to th e poli cy and ob ject.ives
set fort h in secti on 20 0· of th is t.lt te , i~ is t!;e
further policy and ob ject ive of the Congress
to ensure that all Inventions made wttn F~(l·

eral sn oport. are used in 3, manner to pro­
mote free competition and enterprise .
" § 213. H~nnitioni3

" As us ed in t h is ch ap ter . t he terrn -
" (1) 'Adm in ist ra to r " means the Admi n ts­

trator of t h e Office of Federal Prccurernon t
Policy or hi s or h er designee:

" ( 2 ) 'cont ract' means any contract, gran t..
or coope rative agreement entered in t o be­
t ween any Federal agency <other th a n t.h e
T ennessee Valle y Aut h or it y ) an d any
p erson other t h an a sm a ll business firm or
nonpr ofit organization (as defined in suer ton
201 of this ti tl e) wh ere a purpose of t.he con­
tract is the con duct of expertrnental, devel­
opm ental. or research work: such term In­
cludes any ass ignrnent. subsut.uti on of P H ­
t ies or subcontract of any t ier entere d into
or execu ted for the conduct of exner imen­
t a l. developm ental. or research wor k in con ­
nec t ion with the performance of t.hG.t con­
t ra ct;

" ( 3 ) 'con t rac tor ' means any person or
E:l ltity (o ther than 2, Federal agt nc y. non ­
profit organizatton, 0 1· small business fin)"! .
2..5 defined in secti on 201 -of t h is title) ,,; ili ,,: }!
is 2. party to t h e contract ;

" (4 ) 'Fede!'a ! agency ' IDt"3.IlS .[t~ €'Kl;~:lU \P

ar;;ency (as def in e d in sec t ion 105 of tHJ,,~ 5,
United St at es Code), an d the rn n ~l.i:.ry dt"··
partments (as defined in section 102 of t, U"
-5 . lJ!1 i t~d 8t~t~~ Co;j~, ) :

" (5) 'Governn:~ent ' 01ear.i.S t he G 0·:el":-•.!r~: · :.r

o f the Unn.ed S t:;.t"s of Am er ica;
"(6) ' jnv~1Jtion' me ans R.'ly inl'!::I1 t.:ml or

disCOVery which is o r nu~y be pa.tt'ntnbi ~ o r
o t h e r \;rise protect s-bie unde !'" this Uti f' , o r
a ny not'el val"i·?;t y of p lant Vr~h~('.h is or ~~ :: ::

be proteetable u!l (ler the P h n t V" ri f.'t :; P ; e ·
t ection Aci. t 7 U .S.C. 2 3 ~1 eot :,: .:o:q. ~ ;

.'('1 j -prattical application ' rn con.3 v ';' rt~rE}I ;­

factl~ re (in the case c·f a CGr:1 ~)O~~ ;j0 j t Oi
produet). LD pracUee fi.n th e case of :.;. praCf ';·
sor me.ho d) . or to op erate (in t hE- c,_,,"e o i :;
tnu (~hine or s:\o-stem). in e B.,ch cz.s~_ undi'~r

su ch conditio.r..s as \.0 e~t.a.bli :;h t-hHt t h f in·
vention is being utD .i:.:~ed a.n d t h D..!. it s DPl"ifl ­

fi t s er c . t o tht" ex tent pe rmitted b:,' Ja,,' or
Governn1ent- regu ln.ti op..5, avan~ ble to t r l e
public en rensonable te !-nlS or th ro ugh rea ·
so naL l l ' Hcens in g arrangcn-lent;;;

"(O J ·St:·C"retar~i· means t.h e Sec r t:: t ary o f
CGnl:n ,,~rce or his ur her c C:iignr;-e: fi., :-.d

··<fn 's ubject inv ention' r!1ellfiS any in ..... tn ·
lion of 8, co n tractor conce ived Of first :\.<:tu ·
ally r educf>d to practk.e in t h <: pe:rfo rmanr.e
of \.:ork un;je:r fr<cunt rac t : Provi.ded. Th::tt. in
the case of a vr.ric:ty of plan t, the da.te <;f de­
t c rn..illa tion { u.s defjned in sectiun 4 1fd > c f
the PI::mt Variety P;-~teetion Act (7 l; .S.C.
2401(d) m ust alBo occur QuriJ;g the peric.d
of contl"l1.ct performance.
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The SPEAKER pro tempore. Under
a previous order of the House, the gen ­
tleman from New York (Mr. LAFALCE)
is recognized for 15 minutes.

Mr. LAFALCE. Mr. Speaker, our
NatIon faces an Innovation and pro­
ductivity gap that is threatening to
overwhelm our economy and put us at
a competitive and technological dlsad-

. vantage in world markets. Strong and
prompt action is required if we are to
gel back the productive and innovative
edge that will allow our economy to
grow rather than stagnate, create new
jobs rather than lose them. and com­
pete rather than retreat.

Last week. the House Small Business
Oversight Subcommittee, which 1
chair, held hearings on legislation that
would be a major step toward solving
these problems. Specifically, the legis ­
latlon would strengthen the role of
small. technology-based firms in Ieder­
ally funded research and development
programs and actively promote inno­
vation by t hese types of companies.

The hearings heard compelJlng testi­
mony on the need for this legislation.
I especially want to bring to your at­
tention the testimony of one witness
who discussed the sorry history of the
failure of the executive branch to pro­
mote innovation. He presented clearly
the case for why Congress has to act
to direct Government agencies to
award a fair share of their R. & D.
funds to small business to stimulate
innovative research.

When reading these remarks. three
points should be remembered. Small,
high-technology companies have been
generators of most pioneering innova­
tions over the past three decades. The
Federal Government finances 56 per­
cent of all research and development
activities in the United States. Yet
small business receives only 4 percent
of the Federal R. & D. money. This is
an intolerable situation that Congress
must end,

The following is the testimony pre­
sented by Jere W. Glover. general
counsel of the National CouncIl 011 In ­
dustrial Innovation:

STATEMENT or JERE W . GLOVER

Mr. ChaIrman and members of the SUb­
committee. thank you for asking me to tes­
tlfy.

Today you are dlscus.~lng an area dear to
my heart.-"Small BusIness and Innova­
tlon.' During the past four years I have
been Involved wIth the Issue of small bust­
ness and Innovation In a variety of ways . My
first Involvement was as counsel to Con­
gressman John Brecklnrldge's Su~ommlt·
tee on Antitrust. Consumers and Employ·
ment of the House Small Business Commit­
t ee. I later went to work for Milt Stewart as .
his Deputy ChlefCoun'lel for Interagency
Activities. I served as SBA's representntfve
on President Carter's Domestic Polley
Review on Industrial tnnovaUon and QlI
.staff to the Office of Adovcacy's task reree
on small business and Innovation. I was also
Advocacy liaison with the various Congres­
atonal committees concerning legislation, in­
cluding S, 18ao and H.a. 5607. the tnnova­
t tou Acts of 1980. On July 11, 1981, I left ad­
vocacy and entered the private practice of
law. t also serve as General Counsel to tlte
National Council on IndustTial Innovailon
and am appearing on behalf of the council.

Throughout my InmvoIvemenf In tfils
area. It has become obvious to me that wuh­
out strict, specific legislative direction to
the government agencies with research and

1development funds. small business will not
receive a fair share of the Innovation rund­
ing. I recognize that my position Is contrary
to that of most government agencies. Not­
withstandIng what any government official
has said or says about their willingness to
do II voluntarily. In my opinion it is Impera­
tive that there be specific. direct legislation
requiring agenc ies to award a Ialr share of
their procurement research and develop­
ment awards to small business. The Federal
Government finances 56 percent of all re­
search and development activIties in the
U.S . How the government spends Its R . & D.
dollars ill of critical Importance to the
future not only of small business but of this
country. Let me ask the Committee to con­
sider the question Congressman B reckln­
ridge put to witnesses in the 1978 hearing:

"If small business accounts for over 50
percent of all Innovations. and does it 24
times more efficiently; why dOI'.sn't small
business receive at least 60 percent of the
Federal R. & D. dollars?

Let me go through some of the his tory of
Innovation at small business and the govern­
ment as I know It-some 25 yean; of unful­
filled promises . As I mentioned. my fln;t In­
volvment was In hearings conduct ed by the
House Small Business Committee in joint
session with the Sene.te Small Business
Committee eoncerntns underutllization of
small bustness, During these hearings, the
Small Buslness Committee called a number
of government agencies to testlfy, Each offl·
cial was asked What hJs agency had done.
would do, and could do tor small business.
All we heard from the agencies was that the
major Issues were beIng "studied."-studJes
and more studies, Remember that several
other congressional committees had held
hearinp on the Issue of Innovation during
the late 1960s and early 19'10s. In fact. as far
back as 196'1, an exhaustive report on Inno­
vation WQlI Issued by the Commerce Depart­
ment. It detailed the importance of small
business and Innovation and made numer­
OWl recommendations. Nothing happened.
NIue Ye&nl Ia.ter a blue ribbon task force of
aovernment employees was selected to
review the Issue and develop recommenda­
tions to Increase Innovation. This panel
studied Innovation in great detail. The solu­
tion to Increasing innovation was obvlous­
help small bustesses make Innovations by
giving them more R. & D. funds. Nothing
happened. The OMB task force assigned to
encourage utilization of small business in

1 The OMS report (....hlch I \lIiJI refer to as the
OMS March 10, 1977 Memorandum) was not lBsued
finally until september 1978. When asked what
happened to It, the comment was almp ly ..It must
have sUpped through t he cracks:' Unfortunately.
small businesses hue been slipping throush the
craek.&In the area of procurement. and especially R.
& D. procurement, for some time. OMB did not
Issue this A4arch 10th Memorandum for" year and
a half because it \11&& not that Important to OMB.
When It was finally issued. It was because the diree­
tor of t he OHlce of Federal Procurement Poll cy '
was requested to testify before thl! Small Bu siness
Committee and explain why it had not been Issued.
Mlnoculously. within five days of his receiving that
letter, the memorandum was located and issued.
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the R. & D. activities Issued a report which
was circulated to a number of government
agencies.' According to this report, small
business was the most efficient and produc­
tive supplier of research and development
dollars, yet less than 4 percent of total R. &
D. procurements went to small business.
Still nothing happened. Professor Richard
Morse summed up the government's actions
toward small business from 1967 until 1977
better than I could:

"In 1967, as members of the Panel on In ­
novation and Inventions, several of us were
involved wIth the preparation of a study for
the Secretary of Commerce under the direc­
tion of Dr. Robert A. Charple. This report
was Widely disseminated both here and
abroad. ... .

"No effective U.S . legislative or executive
action has resulted from this study other
than to initiate endless other studies which
often plow ground Which has already been
Investigated.. , :'

Turning to the Joint Senate and House
hearings on small business and Innovation it
Is Important to note that In every govern­
ment agency officials explalned th lit · t hey
could not understand why small business
had not received a larger share of the R. &
D. procurement and they all promised to do
better. Let me recount tor ~ou some ot the
events that happened after these 1978 Con·
gressional hearings. Remember that both
Jordan Baruch. Assistant Secretary of Com­
merce for Science and Technology and
Frank Press, the Presldent'a science adviser,
test.ifled tbat they would find out why small
business wasn't doing better in the area of
R. & D, awards and report back to the com­
mittee. During these hearings, both officials
stated that they did not want to take any
action until they had completed yet another
exhaustive government-w1de and private In­
dustry investigation Into the Issue of inno­
vation. So they launched into one of the
most extensive and comprehensive re views
of governmen t Innovation ever conducted
by the government. Dozens of business lead­
ers from across the country were asked to
serve on panels and to present their views
on What was needed to be done to encourage
Industrial Innovation In the United States.
It's interesting that even after these hear­
tnss and statements on the importance of
small business to Innovation, no small busl­
nessmen were named to thls Industrlal Inno .
vanon group. FInally. after an inquiry was
made from Congress as to why small busi­
ness and even SBA had been excluded from
the domestic policy review on innovation.
SBA and several small businessmen were
named. I WIW ap;x>lnted as SBA's lead repre­
sentative to the domestic policy review.

Remembering Richard Morse's previous'
testimony, I went Into the task with a com­
mltment to try to make sure t hat this do­
mestic policy review was different from pre,
vtous government studies. I, along with
almost a hundred government officials.

began the task. After months of toiling in
t he vineyards of government policy proce­
dures, the domestic poli cy revtew finally
made Its recommendations In March 1979.
This was, 11 YOU remember, some nine
months after the key government officials
had promised to rush out the report to help
small businesses. What came out of the do­
mestic polley review .wa.s an October 31,1979
memorandum from the president to the
aovernmect agencies. TUrning to that
memorandum, I t hink It 's Important to note
t hat one of the key recommendations was
th at the SBm program currently being con­
sidered affect all federal ag encies . The one
t hi ng everyone in the domestic review
agreed on was that small business procure­
ment and t he SBIR program should be ex­
panded. So here tlnally was a strong pro­
nouncement from the President. on the im­
portance of small business In ilm ova tlon and
a strong directive regatlllng fedl!taJ procure­
ment.

Unfortunately. merely because the Presi­
dent directs som ething to be done docs not
insure that It will be done, as t IIOOn found
ou t. Some six mont hs later. When I Inquired
as to what agenctes were doing In thts
regard, I observed pUZZled glances . What
program, What memorandum, What Prest­
dental directive? For example, I was a repre­
sentative at a government-wide meeting on
the President's memorandum when tasked
which agencies had Implemented the Presl­
dent's directive and What Its current status
was. I was disappointed to find that With
the exception of the Department of De ­
fense, which was begtnnlng to undertake
such a program, not one single additional
agency had taken any steps to implement
the Presidental directive. The same agencfes
that had been "s tudying" the problem to
death for 12 years, that had received blue
ribbon reports telling t hem to Improve the
Innovation process by Involving more small
businesses that had been nudged by Can.
gress In countless hearings. were no w ignor­
ing the President. But the story goes on.

As a result of that meeting, I was directed
to prepare a memorandum for the Secretary
of Commerce aga1n transmitting the Presi­
dential directive to all the government agcn­
eles and, insIsting on immedlale Implemen­
tatlon. I promptly prepared such a memo
and submitted it to the SBA official respon­
sible for transmitting It to the Secretary of
Commerce and his assistants. I'm attaching
a copy of this memorandum lor the commit.
tee's revi ew. You will notice it Is marked
"Dra ft". Unfortunately, this memorandum
apparently was never transmitted nor was
any other simllar direct ive ever sent to the
various government agencies rei terating the
President's orders. So please forgive me If I
sound a llttle Jaded when I tell you that,
quite frankly, you are never going to get
any of t h ese agencies oft dead center with.
out legislation.

The dozens of priva te citizens and govern.

ment otCiclals who spent their time on the
domestic policy review, various study groupS
and on task forces have all wasted their
time.'
. Remember: Not only Is small business
being harmed by the government's contin­
ued failure to act, but so is the taxpayer.
These short-slsnted and wasteful govern·
ment practices are depriving the economy of
sorely-needed economic growth and squan­
derlng taxpayer's dollars. Small Business
has been found to be 24 times more cost et­
fectlve at Innovating than large flrms. Let
me now show you why It is my opinion.
based on four difficult frustrating years of
attempting to improve the plight of small
business, that there must be mandatory re­
qu irements to change the government's way
of doing buslnesa,

I've attached a copy of a table to my testi­
mony which shows the procurement awards
Of small businesses by agency in the most
recent ~ear avallable-1980. Compare the
agencies' performance In 1980 with their

; performance In 1974 or 1975. In between we
. had the studies. the hearings, and the Presi­

dential directive.' Take a look at the num­
bers : Despite numerous hearings. promises
by government off'icials , and even Presiden­
tlal directives. nothing changed . Small busi­
ness had a mere token of the R. & D.
awards-cless than four percent in 1975, and
has the same mere token-less than four
percent-today.

The record of the five administrations
since 1967 shows nothing but stalling and
wlllful neglect. This Congress must say once
and for all no more meetings, DO more task
farces. no more domestic policy reviews, no
more blue ribbon Intergovernmental panels,
no more discussion, no more promises and
no more lies. There is now going to be a.
change in the law. Every appropriate
agency must, at a bare minimum. establish
an SBIR program. .

• The Office of Advocacy'S role In the area of
small buslness and Innovation W8.9 extensive.
Milton Stewart made innovation one of this top prt·
orlties. A tl\$k for ce of small business Innovators
was established under the Office of Advo('.acy·s au­
thority. After several days of Intensive meetings.
these indivtduals came up wtth .. number of recorn­
mendations. The Office of Advocacy prepared a
report of these reeommendanons, transmitted to
the Congress. wl1l('h ~Inted this re port, Subse·
Quently. Chairman Neal Smith and Gaylord Nelson
requested staff brief ings on the recommendations
of th e task for ce and the Office of Advocacy asstst­
ad In drafting leg isla tion In the Senate 8 . IBM and
In the House H.R. 5601. As you will perhaps reo
member, those bills were endorsed by the White
House Conference and became one of the top fif o
teen recommendations at the conference.
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National Security Information

This Order prescribes a uniform system for classifying, declassifying. and
safeguarding national security information. It recognizes that it is essential
that the public be informed concerning the activities of Its Government. but
that the interests of the United States and Its citizens require that certain
informa tion concerning the national defense and foreign relations be pro­
tected against unauthorized disclosure. Information may not be classified
under this Order unless Its disclosure reasonably could be expected to
cause damage to the national security.

NOW, by the authority vested in me as President by the Constitution and
laws of the United States of America, it Is hereby ordered as follows:
Part 1

Original Classification
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lassified information") shall(a) National security information (he re inafter "classified information") shall
be classified at one of the following three levels:

(1) "Top Secret" shall be applied to information. the unauthorized disclo­
sure of which reasonably could be expected to cause exceptionally grave
damage to the national security.

(2) "Secret" shall be applied to information, the unauthorized disclosure of
which reasonably could be expected to cause serious damage to the nation-
al security . .

(3) "Confidential" shall be appl ied to information. the unauthorized disclo­
sure of which reasonably could be expected to cause damage to the nation­
al security.

(b) Except as otherwise provided by statute. no other terms shall be used to
id,entify classified information.

(c) If there is reasonable doubt about the need to classify information. it
shall be safeguarded as if it were classified pending a determination by an
original classification authority, who shall make th is determination within
thirty (30) days. If there is reasonable doubt about the appropriate level of )
classification. it shall be safeguarded at the higher level of classification
pending a determination by an original classification authority. who shall
make this determination within thirty (30) days.

Sec. 1.2 Classification Authority.

(a) Top Secret. The authority to classify information originally as Top
Secret may be exercised only by:

' .. ."

(1) the President:

(2) agency heads and officials designated by the President in the Federal
Register; and

(3) officials delegated this authority pursuant to Section 1.2(d).

(b) Secret. The authority to classify Information originally as Secret may be
exe rcised only by:

(1) agency heads and officials designated by the President in the Federal
Register;

(2) officials with original Top Secret classification authority; and

(3) officials delegated such authority pursuant to Section 1.2(d).

(c) Confidential. The authority to classify Information originally as Confi­
dential may be exercised only by:

(1) agency heads and officials designated by the President in the Federal
Register:

(2) officials with orig inal Top Secret or Secret classification authority: and

(3) officials delegated such authority pursuant to Section 1.2(d).

(d) Delegation of Original Classification Authority.

(1) Delegations of original classification authority shall be limited to the
minimum required to administer this Order. Agency heads are responaible
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for ensuring that designated subordinate officials have a demonstrable and
continuing need to exercise this authority.

(2) Original Top Secret classification authority may be delegated only by
the President; an agency head or official designated pursuant to Section
1.2(a)(2); and the senior official designated under Section 5.3(a)(1),' pro­
vided that official has been delegated original Top Secret classification au­
thority by the agency head.

(3) Original Secret classification authority may be delegated only by the
President; an agency head or official designated pursuant to Sections
1.2(a)(2) and 1.2(b)(1); an official with original Top Secret classification au­
thority; and the senior official designated under Section 5.3(a)(1),' provided
that official has been delegated original Secret classification authority by
the agency head.

(4) Original Confidential classification authority may be delegated only by
the President; an agency head or official designated pursuant to Sections
1.2(a)(2), 1.2(b)(1) and 1.2(c)(1); an official with' original Top Secret classifi­
cation authority; and the senior official designated under Section 5.3(a)(1),1
provided that official has been delegated original classification authority by
the agency head.

(5) Each delegation of original classification authority shall be in writing
and the authority shall not be redelegated except as provided in this Order.
It shall identify the official delegated the authority by name or position
title. Delegated classification authority includes the authority to classify in­
formation at the level granted and lower levels of classification.

(e) Exceptional Cases. When an employee. contractor, licensee, or grantee
of an agency that does not have original claeslflcation authority originates
information believed by that person to require' classification, the informa­
tion shall be protected in a manner consistent with this Order and its im­
plementing directives. The information shall be transmitted promptly as
provided under this Order or its implementing directives to the agency that
has appropriate subject matter interest and classification authority with re­
spect to this information. That agency shall decide within thirty (30) days
whether to classify this information. If it is not clear which agency has clas­
sification responsibility for this information, It shall be sent to the Director
of the Information Security Oversight Office. The Director shall determine
the agency having primary subject matter interest and forward the informa­
tion, with appropriate recommendations, to that agency for a classification
determina tion .

Sec. UJ ClaSSification Categories,

(a) Information shall be considered for classification jf it concerns:

(1) military plans, weapons, or operations:

(2) the vulnerabilities or capabilities of systems, installations, projects. or
plans relating to the national security;

(3} foreign government information:

I Edilorial Nole : The correct citation I. Sec lion 1I.3(a).
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(4) intelligence activities (including special activities), or intelligence
sources or methods;

(5) foreign relations or Iorelgn'activities of the United States;

(6) scientific, technological, or economic matters relating to the national se·
curity;

(7) United States Government programs for safeguarding nuclear materials
or facilities:

(8) cryptology:

(9) a confidential source; or

(10) other categories of information that are related to the national security
and that require protection against unauthorized disclosure as determined
by the President or by agency heads or other officials who have been dele­
gated original classification authority by the President. Any determination
made under this subsection shall be reported promptly to the Director of
the Information Security Oversight Office.

(b) Information that is determined to concern one or more of the categories
in Section 1.3(a) shall be classified when an original classification authority
also determines that its unauthorized disclosure. either by itself or in the
context of other information. reasonably could be expected to cause
damage to the national security, .

(c) Unauthorized disclosure of foreign government information. the identity
of a confidential foreign source. or intelligence sources or methods is pre­
sumed to cause damage to the national security.

(d) Information classified in accordance with Section 1.3 shall not be de­
classified automatically as a result of any unofficial publication or inadver­
tent or unauthorized disclosure in the United States or abroad of identical
or similar information.

Sec . 1.4 Duration of Classification.

(a) Information shall be classified as long as required by national security
considerations. When it can be determined. a specific date or event for de­
classification shall be set by the original classification authority at the time
the information is originally classified.

(b) Automatic declassification determinations under predecessor orders
shall remain valid unless the classification is extended by an authorized of­
ficial of the originating agency. These extensions may be by individual doc­
uments or categories of information. The agency shall be responsible for
notifying holders of the information of such extensions.

(c) Information classified under predecessor orders and marked for declas­
sification review shall remain classified until rev iewed for declassification
under the provisions of this Order.

Sec. 1.5 Identification and Markings.

(a) At the time of original classification. the following information shall be
shown on the face of all classified documents. or clearly associated with
other forms of classified information In a manner appropriate to the
medium involved. unlesa this information itself would reveal a confidential
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source or relationship not otherwise evident in the document or informa­
tion:

(1) one of the three classification levels defined in Section 1.1;

(2) the identity of the original classification authority if other than the
person whose name appears as the approving or signing official;

(3) the agency and office of origin; and

(4) the date or event for declassification, or the notation "Originating Agen­
cy's Determination Required."

(b) Each classified document shall, by marking or other means, indicate
which portions are classified, with the applicable classification level, and
which portions are not classified. Agency heads may, for good cause. grant
and revoke waivers of this requirement for specified classes of documents
or information. The Director of the Information Security Oversight Office
shall be notified of any waivers.

(c) Marking designations implementing the provisions of this Order, includ­
ing abbreviations, shall conform to the standards prescribed in implement­
ing directives issued by the Information Security Oversight Office.

(d) Foreign government information shall either retain its original classifica­
tion or be assigned a United States classification that shall ensure a degree
of protection at least equivalent to that required by the entity that furnished
the information. '

(e) Information assigned a level of classification under predecessor orders
shall be considered as classified at that level of classification despite the
omission of other required markings. Omitted markings may be inserted on
a document by the officials specified in Section 3':1(b).

Sec. 1.6 Limitations on Classification.

(a) In no case shall information be classified in order to conceal violations
of law. inefficiency, or administrative error; to prevent embarrassment to a
person. organization, or agency: to restrain competition; or to prevent or
delay the release of information that does not require protection In the in­
terest of national security.

(b) Basic sc ientific research information not clearly related to the national
security may not be classified.

(c) The President or an agency head or official designated under Sections
1.2(a)(2), 1.2(b)(1), or 1.2(c)(1) may reclassify information previously declas­
sified and disclosed if it is determined in writing that (1) the information
requires protection in the interest of national security; and (2) the informa­
tion may reasonably be recovered. These reclassification actions shall be
reported promptly to the Director of the Information Security Oversight
Office.

(d) Information may be classified or reclassified after an agency has re­
ceived a request for it under the Freedom of Information Act (5 U.S.C. 552)
or the Privacy Act of 1974 (5 U.S.C. 552a), or the mandatory review provi­
sions of this Order (Section 3.4) If such cla aalflcatlon meets the require­
ments of this Order and is accomplished personally and on a document-by.
document basis by the agency head, the deputy agency head, the senior

agency official designated under Section 5.3(a)(1), I or an official with origi­
nal Top Secret classification authority.

Part 2

Derivative Classification

Sec. 2.1 Use of Derivative Classification.

(a) Derivative classification is (1) the determination that Information is in
substance the same as information currently classified. and (2) the applica­
tion of the same classification markings. Persons who only reproduce. ex­
tract, or summarize classified information, or who only apply classification
markings derived from source material or as directed by a classification
guide. need not possess original classification authority. '

(b) Persons who apply derivative classification markings shall:

(1) observe and respect original classification decisions; and

(2) carry forward to any newly created documents any assigned authorized
markings. The declassification date or event that provides the longest
period of classification shall be used for documents classified on the basis
of multiple sources.

Sec. 2.2 Classification Guides.

(a) Agencies with original classification authority shall prepare classifica­
tion guides to facilitate the proper and uniform derivative classification of
information.

(b) Each guide shall be approved personally and in writing by an official
who:

(1) has program or supervisory responsibility over the information or is the
senior agency official designated under Section 5.3(a)(1); I and

(2) is authorized to classify information originally at the highest level of
classification prescribed in the guide.

(c) Agency heads may, for good cause. grant and revoke waivers of the re­
quirement to prepare classification guides for specified classes of docu­
ments or information. The Director of the Information Security Oversight
Office shall be notified of any waivers.

Part 3

Declassification and Downgrading

Sec. 3.1 Declassification Authority.

(a) Information shall be declassified or downgraded as soon as national se­
curity considerations permit . Agencies shall coordinate their review of clas­
sified information with other agencies that have a direct interest in the sub­
ject malter. Information that continues to meet the classification require­
ment.s prescribed by Section 1.3 despite the passage of time will continue to
be protected in accordance with this Order.

I Editorial Nota: The correct cilalion I, Section 5.3(a).
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(b) Information shall be declassified or downgraded by the official who a u­
thorized the or iginal classification, if that official is still serving in the same
position; the originator's successor; a supervisory official of either; or offi­
cials delegated such authority in writing by the agency head or the senior
agency official designated pursuant to Section 5.3(a)(1).\

(c) If the Director of the Information Security Oversight Office determines
that information is classified in violation of this Order, the Director may re­
quire the information to be declassified by the agency that originated the
classification. Any such decision by the Director may be appealed to the
National Security Council. The information shall remain classified. pending
a prompt decision on the appeal.

(d) The provisions of this Section shall also apply to agencies that. under
the terms of this Order. do not have original classification authority, but
that had such authority under predecessor orders.

Sec. 3.2 Transferred Information.

(a) In the case of classified information transferred in conjunction with a
transfer of functions. and not merely for storage purposes. the receiving
agency shall be deemed to be the originating agency for purposes of this
Order.

(b) In the case of classified information that is not officlally transferred as
described in Section 3.2(a), but that originated in an agency that has ceased
to exist and for which there is no successor agency, each agency in posses­
sion of such information shall be deemed to be the originating agency for
purposes of this Order. Such information may be. declassified or downgrad­
ed by the agency in possession after consuItat1on with any other agency
that has an interest in the subject matter of the-information.

(c) Classified information accessioned into the National Archives of the
United States shall be declassified or downgraded by the Archivist of the
United States in accordance with this Order. the directives of the Informa­
tion Security Oversight Office, and agency guidelines.

Sec. 3.3 Systematic Review for Declassification.

(a) The Archivist of the United States shall. In accordance with procedures
and timeframes prescribed in the Information Security Oversight Office's
directives implementing .this Order, systematically review for declassifica­
tion or downgrading (1) classified records accessioned into the National Ar­
chives of the United States, and (2) classified presidential papers or records
under the Archivist's control. Such information shall be reviewed by the
Archivist for declassification or downgrading in accordance with systemat­
ic review guidelines that shall be provided by the head of the agency that
originated the information. or in the case of foreign government informa­
tion. by the Director of the Information Security Oversight Office in consul­
tation with interested agency heads.

(b) Agency heads may conduct internal systematic review programs for
classified information originated by their agencies contained in records de­
termined by the Archivist to be permanently valuable but that have not
been accessioned into the National Archives of the United States.

I Edilorial Nole: The correct citstlon is Section 5.3(a).
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(e) After consultation with affected agencies. the Secretary of Defense may
establish special procedures for systematic review for declassification of
classified cryptologic information. and the Director of Central Intelligence
may establish special procedures for systematic review for declassification
of classified information pertaining to intelligence activities (including spe­
cial activities). or intelligence sources or methods.

Sec. 3.4. Mandatory Review for Declassification.

(a) Except as provided in Section 3.4(b). all information classified under this
Order or predecessor orders shall be subject to a review for declassifica­
tion by the originating agency. if:

(1) the request is made by a United States citizen or permanent resident
alien, a federal agency, or a State or local government; and

(2) the request describes the document or material containing the informa­
tion with sufficient specificity to enable the agency to locate it with a rea­
sonable amount of effort.

(b) Information originated by a President. the White House Staff, by com­
mittees, commissions, or boards appointed by the President. or others spe­
cifically providing advice and counsel to a President or acting on behalf of
a President is exempted from the provisions of Section 3.4(a). The Archivist
of the United States shall have the authority to review, downgrade and de­
classify information under the control of the Administrator of General Serv­
ices or the Archivist pursuant to sections 2107, 2107 note, or 2203 of title 44,
United States Code. Review procedures developed by the Archivist shall
provide for consultation with agencies having primary subject matter inter­
est and shall be consistent with the provisions of applicable laws or lawful
agreements that pertain 10 the respective presidential papers or records.
Any decision by the Archivist may be appealed to the Director of the infor­
mation Security Oversight Office. Agencies with primary subject matter in­
terest shall be notified promptly of-the Director's decision on such appeals
and may further appeal to the National Security Council. The information
shall remain classified pending a prompt decision on the appeal.

(c) Agencies conducting a mandatory review for declassification shall de­
classify information no longer requiring protection under this Order. They
shall release this information unless withholding is otherwise authorized
under applicable law.

(d) Agency heads shall develop procedures to process requests for the man­
datory review of classified information. These procedures shall apply to in-,
formation classified under this or predecessor orders. They shall also pro- .
vide a means for administratively appealing a denial of a mandatory
review request.

(e) The Secretary of Defense shall develop special procedures for the
review of cryptologic information, and the Director of Central Intelligence
shall develop special procedures for the review of information pertaining to
intelligence activities (including special activities), or intelligence sources or
methods, after consultation with affected agencies. The Archivist shall de­
velop special procedures for the review of information accessioned into the
National Archives of the United States.
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(f) In response to a request for information under the Freedom of Informa­
tion Act. the Privacy Act of 1974. or the mandatory review provisions of
this Order:

(1) An agency shall refuse to confirm or deny the existence or non-exist­
ence of requested information whenever the fact of its existence or non-ex­
istence is itself classifiable under this Order.

(2) When an agency receives any request for documents in its custody that
were classified by another agency. it shall refer copies of the request and
the requested documents to the origin\lting agency for processing, and may.
after consultation with the originating agency. inform the requester of the

_referral. In cases in which the originating agency determines in writing that
a response under Section 3.4(f)(1) is required. the referring agency shall re­
spond to the requester in accordance with that Section.

Part 4

Safeguarding

Sec. 4.1 General Restrictions on Access. . . . .
(a) A person is eligible for access to classified information provided that a
determination of trustworthiness has been made by agency heads or desig­
nated officials and provided that such access is essential to the accomplish­
ment of lawful and authorized Government purposes.

(b) Controls shall be established by each agency to ensure that classified
information is used, processed. stored. reproduced. transmitted, and de­
stroyed only under conditions that will provide adequate protection and
prevent access by unauthorized persons. .

.. -\4,.'

(c) Classified information shall not be disseminated outside the executive
branch except under conditions that ensure that the information will be
given protection equivalent to that afforded within the executive branch.

(d) Except as provided by directives issued by the President through the
National Security Council. classified information originating in one agency
may not be disseminated outside any other agency to which it has been
made available without the consent of the originating agency. For purposes
of this Section, the Department of Defense shall be considered one agency.

Sec. 4.2 Special Access Programs.

(a) Agency heads designated pursuant to Section 1.2(a) may create special
access programs to control access. distribution. and protection of particular­
ly sensitive information classified pursuant to this Order or predecessor
orders. Such programs may be created or continued only at the written di­
rection of these agency heads, For special access programs pertaining to in­
telligence activities (including special activities but not Including military
operational, strategic and tactical programs), 01' intelligence sources or
methods. this function will be exercised by the Director of Central Intelli­
gence.

(b) Each agency head shall establish and maintain a system of accounting
for special access programs. The Director of the Information Security Over­
sight Office. consistent with the provisions of Section 5.2(b)(4). shall have
non-delegable access to all such accountings.

~" A

Sec. 4.3 Access by Historical Researchers and Former Presidential
Appointees.

(a) The requirement in Section 4.1(a) that access to classified information
may be granted only as is essential to the accomplishment of authorized
and lawful Government purposes may be waived as provided in Section
4.3(b) for persons who:

(1) are engaged in historical research projects. or

(2) previously have occupied policy-making positions to which they were
appointed by the President.

(b) Waivers under Section 4.3(a) may be granted only if the originating
agency:

(1) determines in writing that access is consistent with the interest of na­
tional security:

(2) takes appropriate steps to protect classified information from unauthor­
ized disclosure or compromise. and ensures that the information is safe­
guarded in a manner consistent with this Order: and

(3) limits the access granted to former presidential appointees to items that
the person originated. reviewed. signed. or received while serving as a
presidential appointee.

Part 5

Implementation and Review

Sec. 5.1 Policy Direction.

(a) The National Security Council shall provide overall policy direction for
the information security program.

(b) The Administrator of General Services shall be responsjble for imple­
menting and monitoring the program established pursuant to this Order.
The Administrator shall delegate the implementation and monltorship func­
tions of this program to the Director of the Information Security Oversight
Office.

Sec. 5.2 Information Security Oversight Office.

(a) The Information Security Oversight Office shall have a full-time Director
appointed by the Administrator of General Services subject to approval by
the President. The Director shall have the authority to appoint a staff for
the Office.

(b) The Director shall:

(1) develop. in consultation with the agencies. and promulgate. subject to
the approval of the National Security Council. directives for the implemen­
tation of this Order. which shall be binding on the agencies;

(2) oversee agency actions to ensure compliance with this Order and imple­
menting directives:

(3) review all agency Implementing regulations and agency guidelines for
systematic declassification review. The Director shall require any regula.
tion or guideline to be changed if It Is not consistent with this Order or im­
plementing directives. Any such decision by the Director may be appealed
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to the National Security Council. The agency regulation or guideline shall
remain in effect pending a prompt decision on the appeal;

(4) . have the authority to conduct on-site reviews of the information secu­
rity program of each agency that generates or handles classified informa­
tion and to require of each agency those reports. information, and other co­
operation that may be necessary to fulfill the Director's responsibilities. If
these reports. inspections. or access to specific categories of classified in­
formation would pose an exceptional national security risk. the affected
agency head or the senior official designated under Section 5.3(a)(1} I may
deny access. The Director may appeal denials to the National Security
Council. The denial of access shall remain in effect pending a prompt deci­
sion on the appeal;

(5) review requests for original classification authority from agencies or of­
ficials not granted original classification authority and. if deemed appropri­
ate. recommend presidential approval;

(5) consider and take action on complaints and suggestions from persons
within or outside the Government with respect to the administration of the
information security program;

(1) have the authority to prescribe, after consultation with affected agen­
cies, standard forms that will promote the implementation of the informa­
tion security program;

(8) report at least annually to the President through the National Security
Council on the implementation of this Order; and

(9) have the authority to convene and chairInteragency meetings to discuss
matters pertaining to the information security program.

Sec. 5.3 General Responsibilities.

Agencies that originate or handle classified information shall:

(a) designate a senior agency official to direct and administer its informa­
tion security program, which shall include an active oversight and security
education program to ensure effective implementation of this Order;

(b) promulgate implementing regulations. Any unclassified regulations that
establish agency information security policy shall be published in the
Federal Register to the extent that these regulations affect members of the
public:

(c) establish procedures to prevent unnecessary access to classified infor­
mation. including procedures that (i) require that a demonstrable need for
access to classified information is established before initiating administra­
tive clearance procedures, and (II) ensure that the number of persons grant­
ed access to classified information is limited to the minimum consistent
with operational and security requirements and needs; and

(d) develop special contingency plans for the protection of classified infor­
mation used in or near hostile or potentially hostile areas.

I Editorial Not.: The correct citalion i. Seclion 5.3(a).

Sec. 5.4 Sanctions.
(a) If the Director of the Information Security Oversight Office finds that a
violation of this Order or its implementing directives may have occurred,
the Director shall make a report to the head of the agency or to the senior
official designated under Section 5.3(a)(1) I so that corrective steps, if ap­
propriate. may be taken.

(b) Officers and employees of the United States Government. and its con­
tractors, licensees. and grantees shall be subject to appropriate sanctions if
they:

(1) knowingly, willfully. or negligently disclose to unauthorized persons in­
forma tion properly classified under this Order or predecessor orders;

(2) knowingly and willfully classify or continue the classification of infor­
mation in violation of this Order or any implementing directive; or

(3) knowingly and willfully violate any other provision of this Order or im­
plementing directive.

(c) Sanctions may include reprimand. suspension without pay. removal. ter­
mination of classification authority. loss or denial of access to classified in­
formation. or other sanctions in accordance with applicable law and agency
regulation.

(d) Each agency head or the senior official designated under Section
5.3(a)(1) I shall ensure that appropriate and prompt corrective action is
taken whenever a violation under Section 5.4(b) occurs. Either shall ensure
that the Director of the Information Security Oversight Office is promptly
notified whenever a violation under Section 5.4(b) (1) or (2) occurs.

Part 6

General Provisions

Sec. 6.1 Definitions.

(a) "Agency" has the meaning provided at 5 U.S.C. 552(e).

(b) "Information" means any information or material, regardless of its phys­
ical form or characteristics, that is owned by, produced by or for, or Is
under the control of the United States Government.

(c) "National security information" means information that has been deter­
mined pursuant to this Order or any predecessor order to require protection
against unauthorized disclosure and that is so designated.

(d) "Foreign government information" means: I

(1) information provided by a foreign government or governments, an Inter­
national organization of governments, or any element thereof with the ex­
pectation. expressed or implied. that the information, the source of the in­
formation. or both, are to be held in confidence; or

m information produced by the United States pursuant to or as a result of
a joint arrangement with a foreign government or governments or an inter­
national organization of governments. or any element thereof. requiring that
the information. the arrangement. or both. are to be held In confidence.

I Edilorlal Nole: The correcl cllation I. Section 5.3/el.
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Edilorial Nola: The Presidenl'••Iatement of Apr. 2, 1982, on .18n1n8 Executive Order 12358 is
printed In the Weekly Compilation of Prestdentiat Documents (vol. 18, p, 431).

Executive Order 12357 of April 8, 1982

Sinai Support Mission

By the authority vested in me as President by the Constitution and statutes
of the United States of America, Including Chapter 6 of Part II of the For­
eign Assistance Act of 1961, as amended (22 U.S.C. 2348. 2348a-2348c), and
Section 6 of the Special International Security Assistance Act of 1979 (22
U.S.C. 3404), Section 2 of Executive Order No. 11896. as amended. is further
amended by adding thereto the following:

\

(e) "National security" means the national defense or foreign relations of
the United States.

(f) "Confidential source" means any individual or organization that has pro­
vided. or that may reasonably be expected to provide. information to the
United States on matters pertaining to the national security with the expec­
tation. expressed or implied. that the information or relationship, or both.
be held in confidence.

(g) "Original classification" means an initial determination that information
requires. in the interest of national security. protection against unauthorized
disclosure. together with a classification designation signifying the level of
protection required.

Sec. 6.2 General.

(a) Nothing in this Order shall supersede any requirement made by or
under the Atomic Energy Act of 1954. as amended. "Restricted Data" and
"Formerly Restricted Data" shall be handled, protected, classified, down­
graded. and declassified in conformity with the provisions of the Atomic
Energy Act of 1954. as amended. and regulations issued under that Act.

(b) The Attorney General. upon request by the head of an agency or the
Director of the Information Security Oversight Office. shall render an inter­
pretation of this Order with respect to any question arising in the course of
its administration.

(c) Nothing in this Order limits the protection afforded any information by
other provisions of law.

(d) Executive Order No. 12065 of June 28, 1971). as amended. is revoked as
of the effective date of this Order. I.

... 'l....

(e) This Order shall become effective on August 1. 1982.
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RONALD REAGAN

Presidential Commission on Drunk Driving

By the authority vested in me as President by the Constitution of the United
States of America. and in order to aid the States in their fight against the
epidemic of drunk driving on the Nation's roads. it is hereby ordered as fol­
lows:

Section 1. Establishment. There is hereby established the Presidential Com­
mission on Drunk Driving. The Commission shall be composed of no more
than 26 members appointed by the President. In addition, the Majority
Leader of the Senate and the Speaker of the House of Representatives are
invited to designate two Members of each House to participate. The Presi­
dent shall designate a Chairman from among the members of the Commis­
sion.

Sec. 2. Functions. The Commission shall undertake to:

(a) heighten public awareness of the seriousness of the drunk driving prob­
lem;

(b) persuade States and communities to attack the drunk driving problem in
a more organized and systematic manner, including plans to eliminate bot­
tlenecks in the arrest, trial and sentencing process that impair the effective­
ness of many drunk driving laws;

(c) encourage State and local officials and organizations to accept and use
the latest techniques and methods to solve the problem; and

(d) generate public support for increased enforcement of State and local
drunk driving laws.

Sec. 3. Administration.

. (a) The heads of Executive agencies shall. to the extent permitted by law,
provide the Commission with such information on drunk driving and high­
way safety issues and such other support as it may request for the effective
performance of its functions.

Executive Order 12358 of April 14, 1982

THE WHITE HOUSE,
April 6. 1982.

"(f) The functions vested in the President by Section 6 of the Special Inter­
national Security Assistance Act of 1979 (22 U.S.C. 3404) are delegated to
the Director.

"(g) The Director shall. as soon as possible after the Multinational Force
and Observers becomes operational on April 25, 1982, phase-out the activi­
ties of the Mission in the Sinai and terminate all functions of the Mission
not later than September 30, 1982.

"(h) The Secretary of State shall be responsible after September 30. 1982 for
any residual actions which may be necessary to conclude matters initiated
by the Sinai Support Mission.".

RONALD REAGAN
THE WHITE HOUSE,
April 2. 1982.

1 '7A
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To amend the SLeven~n.WydlcJ'Technology innovation Act or 1980 with respect
te inventions made under cooperauve research and development agreements,
and for other purposes

Be H enacted bv the Senate and House of Representatives of
the Unued Slates ofAml'rlCa in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the "National Technology Transfer
and Advancement ACl of 1995" .

SEC. 2. FINDINGS.

The Congress finds the following: . .
C1 1 Brmgmg' technology and industrial innovation to the

marketplace is central to the economic, environmental, and
social well-being of the people of the United States.

(2 J The Federal Government can help United States busi­
ness to speed the development of new products and processes
bv entering into cooperative research and development agree­
ments which make available the assistance of Federal labors­
Lones \0 the private sector, but the comrnercialiaation of tech­
nology and mdustrral mnovation in the United States depends
upon actions by business .

(3 I The comrnerciahzatrcn of technology and industrial
mnovauon In the Unued Stales will be enhanced if companies,
In return for reasonable compensation to the Federal Govern­
ment. can more easily obtain exclusive licenses to inventions
which develop as a result. of cooperative research with scientists
employed by Federal Iaboratories

SEC. 3. USE OF FEDEnAL TECHNOLOGY.

Subparagraph (B: of section 1l(e)(7) of the Stevenson-Wydler
Technology Innovation Act of 1980 (15 U.S.C. 371O(e)(7)(B» is
amended to read as follows

"(8 I A transfer shall be made by any Federal agency under
subparagraph tA). for any fiscal year, only if the amount. so trans­
(erred by that agency las det.errmned under such subparagraph)
... -o u lo exceed $10.000 ..

~EC. 4 TITLl TO INTl::LLECTUAL PHOPEHTY AlUSING FHOM COOPERA·
TrvE m:SEAltCJI ANO DEVELOPMENT AGIlEEMENTS.

Subsect ion (b I of section 12 of the Stevenson-Wydler Technology
Innovation Act of 1980 (15 U.S .C. 3710a(b» is amended to read
as follows

"(b I ENUMERATED AUTHORITY --{ 1) Under an agreement entered
in t,o pursuant to subsecuon la)( 1) , the laboratory may grant, or

• AJ' n cransrer snan be made by any Federal agency under
subparagraph tAL for any fiscal year, only if the amount. so trans­
(erred by tha t agency las determined under such subparagraph)
.... ou ld exceed $10.000 ..

~EC. 4 TITLl TO INTl::LLECTUAL PHOPEHTY AlUSING FHOM COOPERA­
rrvt m:SEAltCJI ANO DEVELOPMENT AGIlEEMENTS.

Subsect ion (b i of section 12 of the Stevenson-Wydler Technology
In nova ti on Act of 1980 ( 15 U,S.C . 3710a(b» is amended to read
as follows

"Cb . ENUMERATED AUTHORITY --{ 1) Under an agreement entered
iru,o pursuant t o subsection t a nI ). the laboratory may grant, or
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agree to grant in advance, to a collaborating pa~ty patent. licenses
or assignments, ornptions thereto, In any invention made In whole
or in part by a laboratory employee under the agreement, for
reasonable compensation when appropriate. The laboratory shall
ensure, through such agreement, that the collaborating party has
the option to choose an exclusive license for a pre-negotiated field
of use for any such invention under the agreement or, if there
is more than one collaborating party. that the collaborating parties
are offered the option to hold licensing rights that collectively
encompass the rights that would be held under such an exclusive
license by one party. In consideration for the C;t0vernment's contribu­
tion under the agreement, grants under this paragraph shall be
subject to the following explicit conditions:

"(A) A nonexclusive, nontransferable, irrevocable, paid-up
license from the collaborating party to the laboratory to practice
the invention or have the invention practiced throughout the
world by or on behalf of the Government. In the exercise
of such license, the Government shall not publicly disclose
trade secrets or commercial or financial information that is
privileged or confidential within the meaning of section
552(b)(4) of title 5, United States Code, or which would be
considered as such if it had been obtained from a non-Federal
party.

-I'( B ) If a laboratory assigns title or grants an exclusive
license to such an invention, the Government shall retain the
right-

"(i ) to require the collaborating party to grant to a
responsible applicant a nonexclusive. partially exclusive ,
or exclusive license to use the invention in the applicant's
licensed field of use, on terms that are reasonable under
the circumstances; or

''OJ I if the collaborating party fails to grant such a
license, to grant the license itself.
"(C: The Government may exercise its right retained under

subparagraph (B) only in exceptional circumstances and only
if the Government determines that-

"(i) the action is necessary to meet health or safety
needs that are not reasonably satisfied by the collaborating
party;

~(ii) the action is necessary to meet requirements for
public use specified by Federal regulations, and such
requirements are not reasonably satisfied by the collaborat­
ing party; or

"(iii) the collaborating party has failed to comply with
an agreement containing provisions described in subsection
1c)(4 )(8),

This determination is subject to administrative appeal and
judicial review under section 203(2) of title 35, United States
Code
"('2 , Under agreements entered into pursuant to subsection

(a)( l ), the laboratory shall ensure that a collaborating party may
retain t itle to any invention made solely by its employee in exchange
for normally granting the Government a nonexclusive,
nontransferable, irrevocable, paid-up license to practice the inven­
tion or have the invention practiced throughout the world by or
on behalf of the Government for research or other Government
purposes.

- - - - - - - - .- - - - - - -. -- ~ - - -.I - - - - - ---- • • • • -- - .. ....- .....--- -rr~-· ----

judicial review under section 203(2) of title 35, United States
Code
"('2 , Under agreements entered into pursuant to subsection

(a)( L), the laboratory shall ensure that a collaborating party may
rctain title to an y invention made solely by its employee in exchange
for normally granting the Government a nonexclusive,
nontransferable , irrevocable, paid-up license to practice the inven­
t ion or have the invention practiced throughout the world by or
on behal f of the Government for research or other Government
purposes .
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"(3) Under an agreement entered into pursuant to subsection
(a )(1), a laboratory may-

fI(A) accept, retain, and use funds, personnel, services, and
property from a collaborating party and provide personnel,
services, and property to a collaborating party;

"(B) use funds received from a collaborating party in accord­
ance with subparagraph (A) to hire personnel to carry out
the agreement who will not be subject to full-time-equivalent
restrictions of the agency;

"(C) to the extent consistent with any applicable agency
requirements or standards of conduct, permit an employee or
former employee of the laboratory to participate in an effort
to commercialize an invention made by the employee or former
employee while in the employment or service of the Govern­
ment; and

"CD) waive, subject to reservation by the Government of
a nonexclusive, irrevocable, paid-up license to practice the
invention or have the invention practiced throughout the world
by or on behalf of the Government, in advance, in Whole or
in part, any right of ownership which the Federal Government
may have to any subject invention made under the agreement
by a collaborating party or employee of a collaborating party.
"(4l A collaborating party in an exclusive license in any inven-

tion made under an agreement entered into pursuant to subsection
I a)( 11 shall have the right of enforcement under chapter 29 of
title 35, United States Code.

"(51 A Government-owned , contractor-operated laboratory that
enters into a cooperative research and "development agreement
pursuant to subsection (a)(1) may use or obligate royalties or other
income accruing to the laboratory under such agreement with
respect to any invention only-

"(Al for payments to inventors;
fI(8 I for purposes described in clauses (D, (ii), (Iii) , and

(iv ) of section 14(a)( 1)(B); and
H(C) for scientific research and development consistent with

the research and development missions and objectives of the
laboratory .:

SEC. 5. U1STRlBUTION OF INCOME FnOM INTELLECTUAL PROPERTY
UECEIVED BY FEDEUAL LAllOUATOIUES.

Section 14 of the Stevenson-Wydler Technology Innovation Act
of 1980 (15 U.S.C. 3710C> is amended-

(1) by amending subsection (a)(I) to read as follows:
"( 1) Except as provided in paragraphs (2) and (4), any royalties
or other payments received by a Federal agency from the licensing
and assignment of inventions under agreements entered into by
Federal laboratories under section 12, and from the licensing of
rnventrons of Federal laboratories under section 207 of title 35.
United States Code, or under any other- provision of law, shall
be retained by the laboratory which produced the invention and
shall be disposed of 3S follows:

h( A)( i) The head of the agency or laboratory, or such individ­
ual's designee, shall pay each year the first $2.000, and there­
after at least 15 percent. of the royalties or other payments
to the inventor or coinvcntors.

"(i i i An agency or laboratory may provide appropriate
inccnuves. from royalties, or other payments. to laboratory

snail be disposed of 3S follows:
"(A)(i) The head of the agency or laboratory, or such individ­

ual's designee , shall pay each year the first $2,000 , and there­
after at least 15 percent. of the royalties or other payments
to the inventor or coinvcntors.

"(i: i An agency or laboratory may provide appropriate
mccnnves. from royalties , or other payments. to laboratory
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employees who are not an inventor of such inventions but
who substantially increased the technical value of such inven­
tions.

"(iii) The agency or laboratory shall retain the royalties
and other payments received from an invention until the agency
or laboratory makes payments to employees of a laboratory
under clause (i) Or (ii).

"(B) The balance of the royalties or other payments shall
be transferred by the agency to its laboratories, with the major­
ity share of the royalties or other payments from any invention
going to the laboratory where the invention occurred. The royal­
ties or other payments so transferred to any laboratory may
be used or obligated by that laboratory during the fiscal year
in which they are received or during the succeeding fiscal
year-

"(i) to reward scientific, engineering, and technical
employees of the laboratory, including developers of Sen­
sitive or classified technology, regardless of whether the
technology has commercial applications;

UOi) to further scientific exchange among the labora­
tories of the agency;

"(iii) for education and training of employees consistent
with the research and development missions and objectives
of the agency or laboratory, and for other activities that
.increase the potential for transfer of the technology of
the laboratories of the agency; . .

"(iv) for payment ofexpenses incidental to the adrninis­
tration and licensing of intellectual property by the agency
or laboratory with respect to inventions made at that lab­
oratory, including the fees or other costs for the services
of other agencies, persons, or organizations for intellectual
property management and licensing services; or

"(v l for scientific research and development consistent
with the research and development missions and objectives
of the laboratory.
"(e) All royalties or other payments retained by the agency

or laboratory after payments have been made pursuant to sub­
paragraphs (A) and (B) that is unobligated and unexpended
at the end of the second fiscal year succeeding the fiscal year
in which the royalties and other payments were received shall
be paid into the Treasury,";

(2) in subsection (a)(2)-
(A) by inserting "or other payments" after "royalties";

and .
(B ) by striking "for the purposes described in clauses

(il through (iv) of paragraph (l)(B) during that fiscal year
Or the succeeding fiscal year" and inserting in lieu thereof
"under paragraph (1 )(BY';
(3) in subsection la)(3), by striking "$100,000" both places

it appears and inserting "$150,000";
(4 ) in subsection (a)(4)-- .

(A) by striking "income" each place it appears and
Inserting in lieu thereof "payments";
. ( B ) by striking "the payment of royalties to inventors"
In the first sentence thereof and inserting in lieu thereof
"pay ments to inventors";

(31 in subsection la)(3), by striking "$100,000" both places
it appears and inserting "$150,000";

(4 ) in subsection (a)(4}-- '

(AJ by striking "income" each place it appears and
Inserting in lieu thereof "payments";
. (B) by striking "the payment of royalties to inventors"
In the first sentence thereof and inserting in lieu thereof
"payments to inventors";
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(c) by striking "clause (i) of paragraph (I)(B)" and
inserting in lieu thereof "clause (iv) of paragraph (l)(B)";

(D) by striking "payment of the royalties," in the second
sentence thereof and inserting in lieu thereof "offsetting
the payments to inventors:'; and

(E) by striking "clauses (i) through (iv) or'; and
(5) by amending paragraph (1) of subsection (b) to read

as follows;
"(1) by a contractor, grantee, or participant, or an employee

of a contractor, grantee, or participant, in an agreement or
other arrangement with the agency, or".

SEC. 6. EMPLOYEE ACTMTIES.

Section 15(a) of the Stevenson-Wydler Technology Innovation
Act of 1980 (15 U.S.C . 371Od(a)) is amended-

(1) by striking "the right of ownership to an invention
under this Act" and inserting in lieu thereof "ownership of
or the right of ownership to an invention made by a Federal
employee"; and

(2) by inserting "obtain or" after "the Government, to".

SEC . 7. AMENDMENT TO BAYH-DOLEACT.

Section 210(e ) of title 35, United States Code, is amended
by striking ", as amended by the Federal Technology Transfer
Act of 1986,".

SEC. 8. NATIONAl; INSTITUTE OF STANDARDS AriD TECHNOLOGY ACT
AMENDMENTS.

The National Institute -of Standards and Technology Act (15
U.S.C. 271 et seq.) is amended- .

(l) in section lO(a~
(AI by striking "nine" and inserting in lieu thereof

"15"; and
(B) by striking "five" and inserting in lieu thereof "10";

( 2 1 In section 15-
(A) by striking "Pay Act of 1945; and" and inserting

in lieu thereof i'Pay Act of 1945;"; and
(B I by inserting ": and (h) the provision of transpor­

tation services for employees of the Institute between the
facilities of the Institute and nearby public transportation,
notwithstanding section 1344 of title 31, United States
Code" after "interests of the Government"; and
(3 ) in section 19-

(A) by inserting ", subject to the availability of appro­
priations ," after "post-doctoral fellowship program"; and

(B) by striking "nor more than forty" and inserting
in lieu thereof "nor more than 60".

SEC. 9. UESEAltCII F.(~UIPMENT.

Section ll(i) of the Stevenson-Wydler Technology Innovation
Act of 1980 (15 U.S .C. 3710(i}) is amended by inserting "loan,
lease , or" before "give".

SEC. JO. PEHSONNEL. .:

The personnel management demonstration project established
under section 10 of the National Bureau of Standards Authorization
Act fO I' Fiscal Year 1987 (15 U.s.C . 275 note) is extended indefi ­
nite ly

. . _ • • _- _• .. J_ .... ",""..UVlUO)' UlllUVaLlon
Act of 1980 (15 U.S .C. 3710(i}) is amended by inserting "loan,
lease , or" before "give".

SEC. 10. J>EHSONNEL. :

The personnel management demonstration project established
under section 10 of the National Bureau of Standards Authorization
Act [or Fiscal Year 1987 (15 U.S.C. 275 note) is extended indefi ­
nitely
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SEC. 11. FASTENER QUALITY ACT AMENDMENTS.

(a ) SECTION 2 AMENDMENTs.-Section 2 of the Fastener Quality
Act 05 U.S .C. 5401) is amended-

(1) by striking subsection (a){4), and redesignating para­
graphs (5) through (9) as paragraphs (4) through (B), respec­
tively;

(2) in subsection (a)(7), as so redesignated by paragraph
(1) of this subsection, by striking "by lot number"; and

(3) in subsection (b). by striking "used in critical applica­
tions" and inserting in lieu thereof"in commerce",
(b) SECTION 3 AMENDMENTs.~Section 3 of the Fastener Quality

Act (15 U .S.C. 5402) is amended-
(J): in paragraph (l)(B) by striking "having a minimum

tensile strength of 150,000 pounds per square inch";
(2) in paragraph (2), by inserting "consensus" after "or

any other";
(3) in paragraph (5)-

(A) by inserting "or" after "standard or specification,"
in subparagraph (B);

(B) by striking "or" at the end of subparagraph (C);
(C) by striking SUbparagraph CD); and
(D) by inserting "or produced in accordance with ASTM

F 432" after "307 Grade A";
(4) in paragraph (6) by striking "other person" and inserting

in lieu thereof "government agency";
(5) in paragraph (8) by striking "Standard" and inserting

in lieu thereof "Standards";
(6) by -stri king paragraph (11) and redesignating para­

graphs (12 ) through (I5 ) as paragraphs (ll) through (14),
respectively; . . .

(7) in paragraph (13). as so redesignated by paragraph
(6) of this subsection , by striking ". a government agency"
and all that follows through "markings of any fastener" and
inserting in lieu thereof "or a government agency"; and

(8) in paragraph (14), as so redesignated by paragraph
(6) of this subsection , by inserting "for the purpose of achieving
a uniform hardness" after "quenching and tempering".
(el SECTION 4 REPEAL.-Section 4 of the Fastener Quality Act

(15 U.S.C. 5403) is repealed.
rd I SECTION 5 AMENDMENT$.-Section 5 of the Fastener Quality

Act 05 U.S .C. 5404) is amended-
(11 in subsection (a)(l)CB) and (2)(A)(j) by striking "sub­

sections (b I and (c)" and inserting in lieu thereof "subsections
(b) , (e), and (dr';

(2) in subsection (C)(21 by striking "or, where applicable"
and all that follows through "section 7(c)(1)";

(31 in subsection (c)(3) by striking ". such as the chemical.
dirnensional. physical, mechanical, and any other";

(41 In subsection (c}(4) by inserting "except as provided
In subsection (d) ," before "state whether"; and

(5 ) by adding at the end the following new subsection:
"(d I ALTEHNATIVr:: PROCEDURE FOR CUEMICAL CHARACTERlS~

TICS.-Notwithstanding the requirements of subsections (b) and
i c). a manufacturer shall be deemed to have demonstrated, for
purposes of subsection la)( 1) , that the chemical characteristics of
a lot conform to the standards and specifications to which the

l~ ) oy aocing at the end the following new subsection:
"(d I ALl"EHNATIVr:: PROCEDURE FOR CUEMICAL CHARACTERlS~

TICS.-Notwithstanding the requirements of subsections (b) and
IC), a manufacturer shall be deemed to have demonstrated, for
purposes of subsection la)( 1), that the chemical characteristics of
a lot confo rm to the standards and specifications to which the
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manufacturer represents such lot has been manufactured if the
following requirements are met:

"( 1) The coil or heat number of metal from which such
lot was fabricated has been inspected and tested with respect
to its chemical characteristics by a laboratory accredited in
accordance with the procedures and conditions specified by
the Secretary under section 6.

11(2) Such laboratory has provided to the manufacturer,
either directly or through the metal manufacturer, a written
inspection and testing report, which shall be in a form pre­
scribed by the Secretary by regulation, listing the chemical
characteristics of such coil or heat number.

"(3) The report described in paragraph (2) indicates that
the chemical characteristics of such coil or heat number conform
to those required by the standards and specifications to which
the manufacturer represents such lot has been manufactured.

"(4) The manufacturer demonstrates that such lot has been
fabricated from the coil or heat number of metal to which
the report described in paragraphs (2) and (3) relates.

In prescribing the form of report required by subsection (e), the
Secretary shall provide for an alternative to the statement required
by subsection (c)(4), insofar as such statement pertains to chemical
characteristics, for cases in which a manufacturer elects to use
the procedure permitted by this subsection.".

(e) SECTfON 6 AMENDMENT.-Section 6(a)(1) of the Fastener
Quality Act <IS U.S.C. 5405(a)(1» is amended by striking "Within
180 days after the date of enactment of this !\ct. the" and inserting
in lieu thereof"Tfie".

(f) SECTION 7 AMENDMENl's.-Seetion 7 of the Fastener Quality
Act (15 U.S,C. 5406) is amended- .

(1) by amending subsection (a) to read as follows:
"Ia ) DOMESTICAU.Y PnODUCED FASTENERS.~lt shall be unlawful

for a manufacturer to sell any shipment of fasteners covered by
this Act which are manufactured in the United States unless the
Iasteners-e-

h( II have been manufactured according to the requirements
of the applicable standards and specifications and have been
inspected and tested by a laboratory accredited in accordance
with the procedures and conditions specified by the Secretary
under section 6; and

"(2) an original laboratory testing report described in sec­
tion 5(c) and a manufacturer's certificate of conformance are
on file with the manufacturer, or under such custody as may
be prescribed by the Secretary, and available for inspection.";

(2) in subsection (c)(2) by inserting "to the same" after
"in the same manner and";

(3) in subsection (d)( 1) by striking "certificate" and inserting
in lieu thereof "test report"; and

(4) by striking subsections (e), (f), and (g) and inserting
in lieu thereof the following :
"(e) COMM1NG~IN(j.-It shall be unlawful for any manufacturer.

importer. or private label distributor to commingle like fasteners
from different lots in the same container, except that such manufac­
turer. importe.. or private label distributor may commingle like
fasteners of the same type, grade. and dimension from not more
than two tested and certified lots in the same container during
repackaging and plating operations. Any container which contains

n . ... "-'v•• I1YI. I'H.J1AN l..i.-1t Shall be unlawful for any manufacturer,
importer, or private label distributor to commingle like fasteners
from different lots in the same container, except that such manufac­
turer. irnporte-, or private label distributor may commingle like
fasteners of the same type, grade. and dimension from not more
than two tested and certified lots in the same container during
repackaging and plating operations. Any container which contains
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fasteners from two lots shall be conspicuously marked with the
lot identification numbers of both lots.

h(fl SUIlSEQUENT PURCHASER.-If a person who purchases fas­
teners for any purpose so requests either prior to the sale or
at the time of sale, the seller shall conspicuously mark the container
of the fasteners with the lot number from which such fasteners
were taken....

(g) SECTION 9 AMENDMENT.-8ection 9 of the Fastener Quality
Act (15 U.S.C. 5408) is amended by adding at the end the following
new subsection:

"(d) ENFORCEMENT.-The Secretary may designate officers or
employees of the Department of Commerce to conduct investigations
pursuant to this Act. In conducting such investigations, those offi­
cers or employees may. to the extent necessary or appropriate
to the enforcement of this Act, exercise such authorities as are
conferred upon them by other laws of the United States, subject
to policies and procedures approved by the Attorney General.".

(h) SECTION 10 AMENDMENTs.-8ection 10 of the Fastener Qual­
ity Act l 15 U.S.C. 5409) is amended-

(1) in subsections (a) and (b). by striking "10 years" and
inserting in lieu thereof "5 years"; and

(2) in subsection (b), by striking "any subsequent" and
inserting in lieu thereof"the subsequent".
(i) SECTION 13 AMENDMENT.-Section 13 of the Fastener Quality

Act (15 U.S,C. 5412> is amended by striking "within 180 days
after the date of enactment of this Act".

(j) SECTION 14 REPEAL.-Section 14 of the Fastener Quality
Act (15 U.S.C. 5413Hs repealed.

SEC. 12. STANJ>AHDS CONFOUM1TY.

la ') USE OF' STANDARDS,-Section 2(b) of the National Institute
of Standards and Technology Act (15 U.S.C. 272(b)} is amended­

(1) in paragraph (2), by striking ". including comparing
standards" and all that follows through "Federal Government";

(2) by redesignating paragraphs (3) through (11) as para­
graphs (4) through (12), respectively; and

(3) by inserting after paragraph (2) the following new para­
graph:

"(3) to compare standards used in scientific investigations,
engineering, manufacturing. commerce, industry, and edu­
cational institutions with the standards adopted or recognized
by the Federal Government and to coordinate the use by Fed­
eral agencies of private sector standards, emphasizing where
possible the use of standards developed by private, consensus
organizations:",
(bl CONFOHMITY ASSJ-:SSMENT ACTIVITIES.-Section 2(b) of the

National institute of Standards and Technology Act (15 U.S.C.
272(b» IS amended-

(1) by striking "and" at the end of paragraph (I1), as
So redesignated by subsection (a)(2) of this section;

(2) by striking the period at the end of paragraph (2),
as so redesignated by subsection (a)(2) of this section, and
inserting In lieu thereof"; and"; and

(3) by adding at the end the following new paragraph:
"(13) to coordinate Federal, State. and local technical stand­

ards activities and conformity assessment activities. with pri­
vate sector technical standards activities and conformity assess-

• -, ".Y "~J J 1\.11 ig me period at the end (;[ p~ragraph (12),
as so redesignated by subsection (a)(2) of this section, and
inserting In lieu thereof"; and"; and

(3) by adding at the end the following new paragraph:
"(13) to coordinate Federal, State. and local technical stand­

ards activities and conformity assessment activities, with pri­
vate sector techn ical standards activities and conformity assess-
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ment activities, with the goal of eliminating unnecessary
duplication and complexity in the development and promulga­
tion of conformity assessment requirements and measures.".
(c) TRANSMIITAL OF PLAN TO CONGRESS.~The National

Institute of Standards and Technology shall, within 90 days after
the date of enactment of this Act, transmit to the Congress a
plan for implementing the amendments made by this section.

(d) UTILIZATION .OF CONSENSUS TECHNICAL STANDARDS BY FED­
ERAL A08NCIES; REPORTS.-

(1) IN GENERA/...-Except as provided in paragraph (3) of
this subsection, all Federal agencies and departments shall
use technical standards that are developed or adopted by vol­
untary consensus standards bodies, using such technical stand­
ards as a means to carry out policy objectives or activities
determined by the agencies and departments.

(2) CONSULTATION; PAl~TICIPATION.-ln carrying out para­
graph (1) of this subsection, Federal agencies and departments
shall consult with voluntary, private sector, consensus stand­
ards bodies and shall, when such participation is in the public
interest and is compatible with agency and departmental mis­
sions, authorities, priorities, and budget resources, participate
with such bodies in the development of technical standards.

(S) EXCEPTION.-If compliance with paragraph (1) of this
subsection is inconsistent with applicable law or otherwise
impractical. a Federal agency or department may elect to use
technical standards that arenot developed or adopted by vol­
untary consensus standards bodies if the head of each such
agency or department transmits to the Office of Management
and Budget an explanation of the reasons for using such stand­
ards. Each year, beginning with fiscal year 1997, the Office
of Management and Budget shall transmit to Congress and
Its committees a report summarizing all explanations received
In the preceding year under this paragraph.

(4) DEFINITION OF TECHNICAl. STANOARDS.-As used in this
subsection, the term "technical standards" means performance­
based 01' design-specific technical specifications and related
management systems practices.

SEC. 1:1. ~ENSI:: OF CONGRESS.

It IS the sense of the Congress that the Malcolm Baldrige
NaLJon~1 Quality Award program offers substantial benefits to
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Unit.ed States industry, and that all funds appropriated for such
program should be spent in support of the goals of the program.

Speaker of the Hause ofRepresentatives.

Vice President of the United States and
President of the Senate.
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WASHINGTON. D.C. ZlI!OS

February 10, 1982

CIRCULAR No. A-124

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Patents - Small Business Firms and Nonprof i t
Orgdnizations

1. Purpose. This Circular provides policies, proceduses ,
and guidelines with respect to inventions made by small
business firms and nonprofit organizations, including univer­
sities, under funding agreements with Federal agencies where a
purpose is to perform experimental, developmental, or research
work.

2. . Rescissions. This Circular supersedes OMB Bulletin 81-22
effective March 1, 1982.

3. Authority. This Circular is issued pursuant to the
authority contained in 35 U.S.C. §206 (§6 of P.L. 96-517, "The
Patent and Trademark Amendments of 1980").

4. Background. After many years of pUblic debate on means
to enhance the utilization of the results of Government funded
research, Public Law 96-517 was enacted. This Act gives non­
profit organizations and small businesses, with limi~ed

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

5. Policy and Scope. This Circular takes effect on March 1,
1982, and will be applicable to all funding agreements with
small business firms and domestic nonprofit organizations
executed on or after that date. This includes

a reVlew of these comments, this Circular is issued to
establish permanent implementing regulations and a standard
patent rights clause.

5. Policy and Scope. This Circular takes effect on March 1,
1982, and will be applicable to all funding agreements with
small business firms and domestic nonprofit organizations
executed on or after that date. This includes



2

subcontracts at any tier made after March 1, 1982, with small
business firms and nonprofit orgahizations even if the prime
funding agreement was made prior to March 1, 1982. Unless
prohibited by law, agencies are encouraged to treat subject
inventions made under funding agreements made prior to July 1,
1981, in sUbstantially the same manner as contemplated by P.L.
96-517 and this Circular for inventions made under funding
agreements entered into subsequent to July 1, 1981. This can
be accomplished through the granting of waivers of title on
terms and conditions substantially similar to those set forth
in the standard clause of Attachment A.

Agencies should be alert to determining whether amendments
made after March 1, 1982, to funding Agreements entered into
prior to July 1, 1981, result in new funding agreements
su~ject to this Circular and the Act. Renewals and continua­
tions after March 1, 1982, of funding agreements entered into
pr ior to July 1, 1981, should be normally treated AS new
funding agreements.

This Circular is intended to establish uniform and coordinated
implementation · of 35 u.s .c , 8200-206 so . as to foster the
policy and objectives set forth in 35 U.S.C. 8200.

6. Definitions. As used in this Circular --

a. The term "funding agreement" means any contract,
grant, or cooperative agreement entered into between any
Federal agency, other than the Tennessee Valley Authority, and
any contractor for the performance of experimental, develop­
mental, or research work funded in whole or in part by the
Federal Government. Such term includes any assignment,
substitution of parties, or subcontract of any type entered
into for the per formance of exper imental, developmental, or­
research work under a funding agreement, as herein defined.

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

c. The term "invention" means any invention or
discovery which is or may be patentable or otherwise protect­
able under Title 35 of the United States Code.

d. The term "SUbject invention" means any invention of
a contractor conceived or first actually reduced to practice
in the performance of work under a funding agreement.

e. The term ·practical application" means to
manufacture in the case of a cpmposition or product, to
practice in the case of a process or method, or to operate in
the case of a machine or system; ahd, in each case, under such

""'. .1ll::: c e r m .. SUO) ect inven t ion" means any inven tion of
a contractor conceived or first actually reduced to practice
in the performance of work under a funding agreement.

e. The term ·practical application" means to
manufacture in the case of a cpmposition or product, to
practice in the case of a process or method, or to operate in
the case of a machine or system; ahd, in each case, under such
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conditions as to establish that the invention is being
utilized and that its benefits are, to the extent permitted by
law or Government regulations, available to the public on
reasonable terms.

f. The term ·made· when used in relation to any
invention means the conception or first actual reduction to
practice of such invention.

g. The term ·small business firm~ means a small
business concern as defined at section 2 of Public Law 85-536
(15 U.S.C. 1632) and implementing regulations of the
Administrator of the Small Business Administration. For the
purpose of this Circular, the size standards for small
business concerns involved in Government procurement and
subcontracting at 13 CFR 121.3-8 and 121.3-12, respectively,
will be used.

h. The term ·nonp~ofit organization- means
universities and other institutions of higher education or an
organization of the type described in section 50l(c) (3) of the
Internal Revenue Code of ·1954 (26 U.S .C. 850l(c» and exempt
from taxation under section 501 (a) of the Internal Revenue
Code (26 U.S.C. §SOl(a» or any nonprofit scientific · or
educational organization qualified under a state nonprofit
organization statute.

7. Use of the Patent Rights (Small Business Firm or
Nonprofit Organization) (March 1982) Clause.

a.Each funding agreement awarded to a small business
firm or domestic nonprofit organization which has as a purpose
the performance of exper imental, developmental or research
work shall contain the ·Patent Rights (Small Business Firm or
Nonprof i t Org an i za t ion) (March 1982) - clause set f or th in
Attachment A with such modifications and tailoring as may be
authorized in Part 8, exc~pt that the funding agreement may
contain alternative provisions--

(1) when the funding agreement is for the operation
of a Government-owned research or production facility; or

(2) in exceptional circumstances when it is
determined by the agency that restriction or elimination of
the right to retain title to any subject invention will better
promote the policy and objectives of Chapter 38 of Title 35 of
the United States Code; or

-----------_~.- ---=-=-=-- :.. ~ _....:.-~~~-~ ... • 'I; .:n. ~ ~ I,,; ~.L. on 0 r e i i m1 nat aon 0 f
the right to retain title to any subject invention will better
promote the policy and objectives of Chapter 38 of Title 35 of
the United States Code; or
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(3) when it is determined by a Government authority
which is authorized by statute or executive order to conduct
foreign intelligence or counterintelligence activities that
the restriction or elimination of the right to retain title to
any subject invention is necessary to protect the security of
such activities.

b. (1) Any determination under Part 7.a. (2) of this
Circular will be in writing and accompanied by a written
statement of facts justifying the determination. The state­
ment of facts will contain such information as the funding
Federal agency deems relevant and, at minimum, will (i)
identify the small business firm or nonprofit organization
involved, (ii) describe the extent to which agency action
restr icted or eliminated the right to retain ti t Le to a
subject invention, (iii) state the facts and rationale
supporting the agency action, (iv) provide supporting documen­
tation for those facts and rationale, and (v) indicate the
nature of any objections to the agency action and provide any
documentation in which those objections appear. A copy of
each such determination and written statement of facts will be
sent to the Comptroller General of the United States within 30
days after the award of the applicable funding agreement. In
cases of determinations application to small business firms,
copies will also be sent to the Chief Counsel for Advocacy of
the Small Business Administration.

(2) To assist the Comptroller General to
accomplish his or her responsibilities under 35 U.S.C. §202,
each Federal agency that enters into any funding agreements
with nonprofit organizations or small business firms during
the applicable reporting period shall accumulate and, ,a t the
request of the Comptroller General, provide the Comptroller
General or his or her duly authorized representative the total
number of prime funding agreements entered into with small
business firms or nonprofit organizations that contain the
patent rights clause of Attachment A during each period of
October 1 through September 30, beginning October 1, 1982.

c. (1) Agencies are advised that Part 7.a. applies to
subcontracts at any tier under prime funding agreements with
contractors that are other than small business firms or non­
profit organizations. Accordingly, agencies should take
appropr iate action to , · ~ n s u r e that this requirement is
reflected in the patent clauses of such prime funding agree­
ments awarded after March 1, 1982.

(2) In the even t an agency has ou ts tand ing pr ime
funding agreements that do not contain patent flow-down
provisions consistent with either this Circular or OMB
Bulletin 81-22 (if it was applicable at the time the funding

_::1 _. _

appropriate action to · ·~ n s u r e that this requirement is
reflected in the patent clauses of such prime funding agree­
ments awarded after March 1, 1982.

(2) In the even t an agency has ou ts tand ing pr ime
funding agreements that do not contain patent flow-down
provisions consistent with either this Circular or OMB
Bulletin 81-22 (if it was applicable at the time the funding
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agreement was awarded}, the agency shall take appropr iate
action to ensure that small business firms or domestic non­
profit , organization subcontractors under such prime funding
agreements that received their subcontracts after July 1,
1981, will receive rights in their subject inventions that are
consistent with P.L. 96-517 and this Circular. Appropriate
actions might include (i) amendment of prime contracts and/or
subcontracts; (ii) requiring the inclusion of the clause of
Attachment A as a condition of agency approval of a subcon­
tract; or (iii) the granting of title to the subcontractor to
identified subject inventions on terms substantially the same
as contained in the clause of Attachment A in the event the
subcontract contains a -deferred determin~tion" or
-acquisition by the Government- type of patent rights clause.

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

8. Instructions for Modification and Tailoring of the 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 regulations such as the FPR
or DAR. The flow··down provisions of the clause cited by the
agency should, of course, reflect the requirement of Part
7.c.(1).

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

c. Agencies may replace the italicized or underlined
.....or ds and phrases with those appropriate to the partiCUlar
funding agreement. For example "con er ac t " could be replaced
by "grant", ·contractor" by 8granEQe~, and ·contractinrofficer" by "grants officer." Depending on its ume, '?edera
agencyH can be replaced either by the identification of tne
agency or by the specification of the particular office or
official within that agency.

.. __ .... "..... u

---- ... w ... ~~U.Q~l::S wltn those appropriate to the particular
fund ing ag reemen t. For example lII contract" could be replaced
by "grant", ·contractor" by 8granEQe~ and ·contractinrofficer" by "grants officer." Depending on its ume, '? edera
agencyH can be replaced either by the identification Ot tne
agency or by the specification of the particular office or
official within that agency.
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d. When the agency head or duly author ized 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 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 ir1clude the right of
the Government to sublicense foreign
governments and international
organizations pursuant to the following
treaties or international agreements:
~~ ~__~~ ; or pursuant to any
luture treaties or agreements with
foreign governments or international
.o r qan i ae t Ions . "

The blank in the above should be completed with the names of
applicable existing treaties or international agreements. The
above language is not intended to apply to treaties or agree­
merits 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 to 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 inter­
national organization may be for add itional 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 assignment of title in the
foreign country 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.

e. To the extent not required by other prov i s i ons of
the funding agreement, agencies may add additional subpara­
graphs to paragraph (f) of the patent rights clause of Attach­
ment A to require the contractor to do one or more of the
following:

(1) Provide periodic (but no more frequently than
annually) listings of all subject inventions requir ed to be
disclosed auring the period covered by the report;

(2) Prov ide a report pr ior to the close-out of a
funding agreement listing all subject inventions or stating
that there ~ere none;

(3) Provide notification of all subccn t r ac t s for
experimental, developmental, or research work; and

_ _ _ • " ...... .. ""'-1 ,-v uC'

OlSClosed during the period covered by the report;

(2) Prov ide a report pr ior to the close-out of a
funding agreement listing all subject inventions or stating
that there ~ere none;

(3) Provide notification of all subcon t r ac t s for
experimental, developmental, or research work; and
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(4) Provide, upon request, the filing date, serial
number and title; a copy of the patent application: and patent
number and issue date for any subject invention in any country
in which the contractor has applied for patents.

Part 9.

a.

Publication or Release of Invention Disclosures

35 U.S.C. §20S pro~ides as follows:

"Federal agencies are authorized to withhold
from disclosure to the public information dis­
closing any invention 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 paten t
application to be filed. Furthermore, Federal
agencies shall not be required to release
copies of any document which is part of an
application for patent filed with the United
States Patent and Trademark Office or with any
foreign patent office."

b. To the extent authorized by 35 U.S.C. §205 , agencies
shall not disclose to thlrd parties pursuant to requests unde r
the Freedom of Information Act (FOIA) any information disclos­
ing 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 or
nonprofit organizations, a reasonable time shall be the time
during which an initial patent application may be filed under
paragraph c. of the clause of Attachment A or such other
clause that may be used in the funding agreement. However, an
agency may disclose such subject inventions under the FOrA, at
its discretion, after a contractor has elected not to retain
title or after the time in which the contractor is required to
make an election if the contractor has not 2ade an elec tion
within that time. Similarly, an agency may honor an FOIA
request at its discretion if it finds that the same informa­
tion has previously been published by the inventor, cont rac­
tor, or otherwise. If the agency plans to file itself when
the con tr actor has not elected ti tle, it may, of cour se,
continue to avail i~self of the authority of 35 U.S.C. §205.

c. As authorized by 35 U.S.C. 1205, Federal agencies
shall not release copies of any document which is part of an
application for patent filed on a subject invention to ~hich a
small business firm or nonprofit organization elected to
retain title.

d. A number of agencies have policies to encou raq e
public disse. ination of the results of worx supported by the

u •• _"" .... >.II -J..} u • .:7.l:. :8205, Federal agencies
shall not release copies of any document which is part of an
application for patent filed on a subject invention to ~h ich a
small business firm or nonprofit organization elected to
retain title.

d. A number of agencies have policies to encou raq e
public disse. ination of the results of worx supported by t he



8

agency 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 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 circum­
stances under which agencies are authorized to release such
information pursuant to FOIA requests under Part 9.b. above,
agencies may pUblish such disclosures.

e. Nothing in this Part is intended to preclude
agencies from including in the pUblication activities
described in the first sentence of Part 9.d., the publication
of materials describing a subject invention to the extent such
materials were provided as part of a technical report or other
submission of the contractor which were submitted
independently of the requirements of the patent rights provi­
sions of the contract. However, if a small business firm or
nonprofit organization notifies the agency that a particular
report or other submission contains a di~closure of a subject
inven t ion to wh ich it has elected or may elect ti tle, the
agency will 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 delay pUblication for additional
periods of time.

f. Nothing in this Part 9 is intended to limit the
authority of agencies provided in 35 U.S.C. §205 in circum­
stances not specifically described in this Part 9.

10. Reporting on Utilization of Subject Inventions.

a. Paragraph h. of the clause of Attachment A provides
that agencies have the right to receive periodic reports from
the contractor on utilization of inventions. In accordance
with such instructions as may be issued by the Department of
Commerce, agencies shall obtain such information from their
contractors. Pending such instructions, agencies should not
impose reporting r~qui,ements. The Department of Commerce and
the agencies, in conjunction with r epr esen t a t i ve s of small
business and nonprofit organizations, shall work together to
establish a uniform periodic reporting system.

b. To the extent any such data or information supplied
by the contractor is considered by the contractor, or its
licensee or assignee, to be privileged and confidential and is
so roarxed , agenc ies shall not, to the exten t pe rrn it ted by

IJU;;) .llt~::;::i ana nonprot it organ i za t ions, shall wor k together to
establish a uniform periodic reporting system.

b. To the extent any such data or information supplied
by the contractor is considered by the contractor, or its
licensee or assignee, to be privileged and confidential and is
so mar xed , agencies shall not, to the extent pe rm l t t ed by
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35 U.S.C. 8202(c) (5), disclose such information to persons
outside the Government.

11. Retention of RiQhts by Inventor. Agencies which allow an
inventor to retain rlgnts to a sUbject invention made under a
fund ing agreement wi th a small business firm or nonprof i t
organization contractor, as authorized by 35 U.S.C. s202(d),
will impose upon the inventor at lea~t those conditions that
would apply to a small business firm contractor under para­
graphs d.{ii) and (iii); f.(4); h.; L; and j. of the clause
of Attachment A.

12. Government Assi nm~l'\t to Contractor of Ri hts in
Inventlon 0 Government Employee. In any case when a Fe era
employee is a co-inventor of any invention made under a
funding agreement with a small business firm or nonprofit
organization and the Federal agency employing such co-inventor
transfers or reassigns the right it has acquired in the
subject invention from its employee to the contractor as
authorized by 35 U.S.C. 202(e), the assignment will be made
subject to the same conditions as would apply to the contrac-
tor under the clause of Attachment A. '

13. Exercise of March-in Rights.

~. The following procedures shall govern the exercise
of the march-in rights of the agencies set forth in 3S U.S.C.
§203 and the clause at Attachment A.

b. Whenever an agency receives information that it
believes might warrant the exercise of march-in rights, before
in i tia t ing any march-in proceed ing in accordance wi th the
pr ocedur es of Par t 13. c, -h. below, it shall not i ,fy the con­
tractor in vt: i ting of the information and request informal
written or oral commenta from the contractor. In the absence
of any co~nents from the contractor within 30 days, the agency
may, at its discretion, proceed with the procedures below. If
a comment is received, whether or not within 30 days, then the
agency shall, ~ithin 60 days after it receives the commen t ,
either initiate the procedures below or notify the con tractor,
in writing, that it will not pursue ~arch-in rights based on
the information about which the contr~ctor was notified.

c. A march-in proceeding shall ~ initiated by the
issuance of a written notice by the agency to the contractor
and its assignee or exclusive licensee, a 3 applicable, stating
that the agency is considering the e~ercise of march-in
rights. The notice shall state the rea30ns for the propos~d

march-in in terms sufficient to put the contr~ctor on notice
of the facts upon which the action would be based and shall
s~cify the field or fields of use in )thich the agency is con­
sidering requ iring Li c ans Inq . The notice shall advise the

"". 1\ ma r cn-u n proceeding shall ~ initiated by the
issuance of a written notice by the agency to the contractor
and its assignee or exclusive licensee, a3 applicable, stating
that the agency is considering the e~ercise of marc h-in
rights. The notice shall state the rea30ns for the propos~d

marc h-in in terms sufficient to put the contr~ctor on notice
of the facts upon which the action would be based and shall
s~cify the field or fields of use in )thich the agency is con­
sidering requiring Li c ans i nq . The notice shall advise the
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contractor (assignee or exclusive licensee) of its rights, as
set forth in this Circular and in any supplemental agency
regulat ions. The determination to exerci se march-in rights
shall be made by the head of the agency or designee, except as
provided in part l3.j. below.

d. Within 30 days after receipt of the written notice
of march-in, the contractor (assignee or exclusive licensee)
may submit, in person, in writing, or through a representa­
tive, 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 official 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 wi th
pr inciples of fundamental fairness. The procedures should
afford the contractor the opportunity' to appear with counsel,
submi t documentary evidence, present wi tnesses and confront
such persons as the agency may present. A transcribed record
shall be made and shall be available at cost to the contractor
upon request. The requirement for a "t r ansc r ibed record may be
waived by mutual agreement of the contractor and the agency.
Any portion of a fact-finding hearing that involves testimony
or evidence relating to the utilization or efforts at obtain­
ing utilization that are being made by the contractor, its
assignee, or licensees shall be closed to the public, includ­
ing potential licensees.

f. The official conducting the fact-finding shall
prepare written findings of fact and transmit them to the head
of the agency or designee promptly after the conclusion of the
fact-finding proceeding. A copy of the findings of fact shall
be sent to the contractor (assignee or exclusive licensee) by
registered or certified mail.

g. In cases in which fact-finding has been conducted,
the head of the agency or designee shall base his or her
determination on the facts found, t0gether wi th any other
information and argument submitted by the contractor (assignee

"or exclusive licensee), and any other information in the
admini strat i ve record. The consi stency of the exer cise of
march-in rights with the policy and objectives of 35 U.S.C.
1200-206 and this Circular 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 erroneous. Written notice of the determination
whether march-in rights will be exercised shall be made by the

- .- --.--- - - . . - - -. _ •• .l ,., ..... ,.. L

...u~V.LUl4T;lOn ana argument submitted by the contractor (assignee
"or exclusive licensee), and any other information in the
administrative record. The consistency of the exercise of
march-in rights with the policy and objectives of 35 U.S.C.
1200-206 and this Circular 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 erroneous. Written notice of the determination
whether march-in rights will be exercised shall be made by the
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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
the proceedings will be deemed to have been terminated and
thereafter no march-in based on the facts and reasons upon
which the proceeding was initiated may be exercised.

h. An agency may, at any time, terminate a march-in
proceeding if it is satisfied that it does not wish to exer­
cise march-in rights.

i. The procedures of this Part shall also apply to the
exercise of march-in rights ag~inGt inventors receiving title
to subject inventions under 35 U.S.C. §202(d) and, for that
purpose, the term ·contractor" as used in this Part shall be

I deemed to include the inventor.

j. Notwithstanding the last sentence of Part 13.c., a
determination to exercise march-in in cases wher~ the subject
invention was made under a contract may be made initially by
the contracting officer in accordance with the procedures of
the Contract Disputes Act. In such cases, the procedures of
the Contract Disputes Act ~ill apply in lieu of those in Par~s

13.d.-g. above (except that the last sentence of Part l3.e.
shall continue to apply). However, when the procedures of
this Part l3.j. are used, tha contractor, assignee, or
exclusive license will not be required to grant a license and
the Government will not grant any license until after either:
(1) 90 days from the date of the contractor's receipt of the
contracting officer's decision, if no appeal of the decision
has been made to an agency board of contract appeals, or if no
ac t i on has been brought under Section 10 of the Act wi thin
that time; or (2) the board or court, as the case may be, has
made a final decision in cases when an appeal or action Das
been brought within 90 days of the contracting officer's
decision.

k. Agencies are authorized to issue suppl~rnental

procedures, not inconsistent herewith, for the conduct of
march-in proceedings.

14. Appeals.
o ft .."

a. The agency official initially authori~ed to tdxa ~ny

of the following actions shall provide the contractor with a
written statement of the Ooa1s for his or her ~ction at the
time the action is t ak en , including any r eLevan c facts that
were relied upon in t~king the action:

(1) A rafusal to grant an extension lJnder paragraph
c. (4) of the claus~ of Attdchment A.

wrltten statement of the Ooa1s for his or her ~ction at the
time the action is taxen, including any r el evan c facts that
were relied upon in t~king the action:

(1) A rafusal to grant an extension lJnder paragraph
c. (4) of the clalJs~ of Attdchment A.
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(2) A request for a conveyance of title under
paragraph d. of the clause of Attachment A.

(3) A refusal to grant a waiver under paragraph i.
of the clause of Attachment A.

(4) A refusal to approve an assignment under
paragraph k. (1) of the clause of Attachment A.

(5) A refusal to approve an extension of the
exclusive license period under paragraph k.(2) of the clause
of Attachment A.

b. Each agency shall establish and publish procedures
under which any of the agency actions listed in Part l4.a.
above may be appealed to the h~ad of the agency or designee.
Review at this level shall consider both the factual and legal
basis for the action and its consistency with the policy and
objectives of 35 U.S.C. 8200-206 and this Circular.

c. Appeals procedures established ' unde r Part l4.b.
above shall include administrative due process procedures and
standards for fact-finding at least comparable to those set
forth in Part l3.e.-g. of this Circular whenever there is a
dispute 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 whether or not an
invention is a subject invention.

d.Te the extent that any of the actions described in
Part 14.a. are subject to appeal under the Contracts Dispute
Act, the procedures under that Act vill satisfy the require~

ments of Parts l4.b. and c. above.

15. Licensing ~f Background Patent Rights to Third Parties.

a. A funding agreement with a small business firm or a
domestic nonprofit organization will not contain a provision
allowing a Federal agency to require the licensing to third
parties of inventions owned by the contractor that are not
subject inventions unless such provision has been approved by
the agency head and a written justification has been signed by
the agency head. Any such provision will clearly state
whether the licensing may be required in connection with the
practice of a aubject Inven eIcn , a specifically identified
work object, or both. The agency head may not delegate the
authority to approve such provisions or to sign the justifica­
tion 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

_~_.. _~ .n...."". m.~ Q~""U ~4VV.L,:::i.l.un WlJ...L cJ.earlY state
whether the licensing may be required in connection with the
practice of a aubject Inven eIcn , a specifically identified
work object, or both. The agency head may not delegate the
authority to approve such provisions or to sign the justifica­
tion 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 inv~ntion by others is
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necessary for the practice of a subject invention or for the
use of a work object of the funding agreement and that such
action is necessary to achieve practical application of the
subject invention or work object. Any such determination will
be on the record after an opportunity for an agency hearing,
and the contractor shall be given prompt notification of the
determination by certified or registered mail.

16. Administration of Patent Rights Clause.

a. It is important that the Government and the
contractor know and exercise their rights in subject inven­
tions in order to ensure their expeditious availability to the
pUblic, to enable the Gove rnnenc , the contractor, and the
public to avoid unnecessary payment of royaltles, and to
defend themselves against claims and suits for patent
infringement. To attain these ends, contracts should be so
administered that:

(1) Inventions are identified, disclosed, and an
el~ction is made as required by the contract clause.

(2) The rights of the Government in such inventions
are established;

(3 )
timely filed
Government;

When appropriate,
and prosecuted by

patent applications
contractors or by

are
the

(4) The rights in patent
documen ted by formal Lns t r ument e such
assignments;

applications
as licenses

are
or

(5) Expeditious commercial utilization of such
inventions is achieved.

b. With respect to the conveyance of license or
assignments to which the Government may be entitled under the
clause of Attachment A, agencies should follow the guidance
provided in 41 CPR 1-9.109-5 or 32 CFR 9-109.5.

c. In the even t a sub j ect inven t ion is :made under
funding agreements of more than one agency, at the request of
the contractor or on their o\m initi~tiva, the agencies aha l l
designate one ,~g e n cy as r e spons Ibl.e for adm In Ls t r a c Ion of the
rights of the Government in the invention.

17. Modificati on of E x i sti r~ . ~g~Q2Y R~sulatic~.

a. Existing agency , pa cen c regulations or o t he r
published p 11 i c i e s concerning Lnvan t i on s mad e und e r funding
agreeme nts sh all be mod if i 2d as nacessdry to ~a~e them

__ _ _ _ _ _ _ v.;;;, loUt: ;t':j enCles sna.i i

designate one ,~g e n cy as r e spons Lbl.e for adm In i s c r a t Lcn of the
rights of the Government in the invention.

17. Modific ,3ti on of E xis t ~T~9 ~.~g ~.Q.~] R~sulatic~.

a. Existing agency , pa cen t regulations or ot.he r
published p ll i c i e s concerni ng Lnven t Lons IDade und e r funding
agreemen ts shall be mod if i 2d as nacessdry to ~a~e them

-~ --~._---' ..~-----,-
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consistent with this Circular and 35 U.S.C. 8200-206. Agency
regulations shall not be more restrictive or burdensome than
the provisions of this Circular.

b. After March 1, 1982, this Circular and 35 U.S.C.
1200-206 shall take precedence over any conflicting agency
regulations or policies.

18. Lead Agency Designation. In order to assist the Office
of Federal Procurement policy to ensure that 35 U.S.C. 8200­
206 and this Circular are implemented in a uniform and consis­
tent manner, the following responsibilities are assigned to
the Department of Commerce (hereafter referred to AS -The
Department"). Other agencies shall fully cooperate and assist
in the carrying out of these responsibilities:

a. The Department will monitor agency regUlations and
procedures for consistency with the Act and this Circular, and
it shall provide recommendations to OFPP and agencies whenever
it finds inconsistencies.

b. The Department will consult with representatives of
19 agencies and contractors to obtain advice on --

(1) the development of the periodic reporting
system required under Part 10 of this Circular, and

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

c. The Department will accumulate, maintain, and
publish such statistics and analysis on utilization and
activities under this Circular and under Government patent
policies and practices generally, as may be agreed to between
the Department and OFPP.

d. The Department will make recommendations to OFPP on
changes that may be needed in this Circular.

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

20. Inquiries. All questions or inquiries should be
submitted to the Office of Management and Budget, Office of
Federal Procurement Policy, telephone number (202) 395-6810.

~-- - ~ .~..... ""... .W-i U.l r les Should be
submitted to the Office of Management and Budget, Office of
Federal Procurement Policy, telephone number (202) 395-6810.



ATTACHMENT A
CIRCULAR 1'.-124

The 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 Organizations) (March 1982)

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.

(2) "Subject Invention" means any invention of the
contractor conceived or first actually reduced to pract ice i n
the performance of work under this contract.

(3) "Practical Application" means to manufacture i n
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 system; and, in each case, under such conditions as to
establish that the invention is being utilized and that its
benefit s are, to the ex ten t p e r mi t ted by law or Governmen t
regula tions, available to the public on reasonable terms.

(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 Public Law 85-536 (15
U.S.C. 1632) and implementing regulations of the Administrato r
of t he Small Business Administration. For the purpose of this
clause, the size standards for small business concerns
involv ed in Gover amen t pr ocur amen t and subcon tr ac t ing at 13
C.F.R. 121.3-8 and 13 C.F.R. 121.3-12, respectively, will be
us ed.

(6) "Nonprofit Organization~ means a universi ty or
other institution of hig her education or an organization of
t.he type descr i bed in section SOl(c) (3) of the I nterna l
Reve nu~ Code of 1954 (26 USC ~501(c») and exe mpt from t axatio n
under Section 501( .3.) of the Inter nal R~venue Code , ( 2 6 USC
§501(a) ) or any nonprofit scientific or ed ucational o rgani za­
tion qualified under a state nonprofit organization statute.

. . F
_ _______ ._...,,, v ... 'jJ. ':p ler eaucatlon or an o r q an i za t i on 0 ..

the type described in section SOl(c} (3) o f the Internal
Revenu~ Code of 1954 (26 USC ~50l(c)) and exempt f rom ta xa ti o n
und er Section 501 ( .3. ) of the Internal R~venue Code , ( 2 6 USC
§501 (a) or any non profit scientific or educational organiza­
tion qualified under a state nonprofit o rganization statute.
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b. Allocation of Principal Rights

The contractor may retain the entire right, title,
and interest throughout the world to each subject invention
subject to the provisions of this clause and 35 U.S.C. 203.
With respect to any subject invention in which the contractor
retains title, the Federal Government shall have a non-exclu­
sive, non-transferable, irrevocable, paid-up license to
practice or have practiced for or on behalf of the United
States the subject invention throughout the world.

c. Invention Disclosure, Election of Title and Filing
of Patent Applications=Oy Contractor. .

(1) The contractor will disclose each subject
invention to the Federal agency within two months after the
inventor discloses it in wrIting to contractor personnel
responsible for patent matters. The disclosure to the agency
shall be in the form of a written report and shall identify
the contract under which the invention was made and the
inventor(s). It shall be sufficiently complete in technical
detail to convey a clear understanding, to the extent known at
the time of the disclosure, of the nature, purpose, operation,
and the physical, chemical, biological or electrical charac­
teristics of the invention. The disclosure shall also
identify any publication, on sale or public use of the inven­
tion and whether a manuscript 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 aQenc~ of the acceptance of any manuscript
describing the inventlon or publication or of any on sale or
public use planned by the contractor. -

(2) The contractor will elect in writing whether or
not to retain title to any such invention by notifying the
Federal agenc~ within twelve months of disclosure to the con­
tractor; provlded that in any case where publication, on sale
or public use has initiated the one year statutory period
wherein valid patent protection can still be obtained in the
United States, the period for election of title may be
shortened by the a~ency to a date that is no more than 60 days
prior to the end 0 the statutory period.

(3') The contractor will file its initial patent
application on an electea-rnvention within two years after
election or, if earlier, prior to the end of any statutory
period wherein valid patent protection can be obtained in the
United States after a publication, on sale, or public use.
The contractor 'will file patent applications in additional
countries within either ten mont hs of the corresponding
initial patent application or six months from the date

• ~ _ •• __ ••__ ....... -.- W"\06_"'~V""~ ~l;"~V\.I.

(l) The contractor will file its initial patent
appl ica t ion on an electea-rnven tion wi thin two year s afte r
election or, if earlier, pr ior to the end of any statutory
period wherein valid patent protection can be obtained in the
United States after a publication, on sale, or public use.
The contractor will file patent applications in additional
countries within either ten months of the corresponding
initial patent application or six months from the date
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permission is granted by the Commissioner of Patents
Trademarks to file foreign patent applications where
filing has been prohibited by a Secrecy Order.

(4) Requests f o r extension of the time for
disclosure to the agency, election, and filing may, at the
discretion of the funding Federal asency, be granted.

d. Conditions When the Government Ma y Obtain Title.

(1) The contractor will convey to the Feder al
a~ency, upon written request, title to any SUbject invent ion:

(i) If the contractor failS to disclose or
elect the subject invention witfiin tne times specified in c.
above, or elects not to retain title.

(ii) In those countries in which the
contractor fails to file patent applications within the times
specifiea- in c. above; provided, however, that if the
contractor has filed a patent application in a country a f t e r
the times specified in c., above, but prior to its receipt of
the written request of the Federal aoency, the contr actor
shall continue to retain title in that country. -

(iii) In any country in which the
con tr ac tor dec ides not to con t inue the pr osecut ion of any
applicatIon for, -to pay the maintenance fees on, or defend in
reexamination or opposition proceeding on, a patent on a
subject invention.

e. Minimum Rights to Contractor

(1) The contractor will retain a nonexclusive,
royalty-free license throughout the world in each SUbject
invention to which the Government obtains title excep t if the
contr ac t or fails to disclose the subject invention within the
times specified in c., above. The contr ac tor's license
ex t end s to its domestic subsidiaries i!lna-a[llTi~ if any,
within the corporate structure of which t he contractor. is a
party and includes the right to grant ~ublicensas-oi tne same
scope to the ~ xtent the contractor was l~ g ally obligat ed to do
so at the t i me the contract ":las awar ded , The license is
transferable only witnfne approval of the £und.inSJ-~,~d~r .~
agency e xcep t wh en tr ansf~rred to the successor ot tnat Oi:r t y
of th"e con":rac t~..:..? bus iness to ';ihie n th~ Inven c i cn per'c~ i ns.

(2) The cont ractor's domestic Li c en s e !i'ld V be
r e vok ad or mOdified-~y. the fun~in.s-F'~d~l -n9..~~_l to the
ext~nt necessa r y to acnleve e;{ped lt louS p r a c t i c i~ppl ic dt i on

__ •• _ ........... i¥Q':) Q';:iar02C. The licen se is
transferable only witntne app r o vaI of the £unq.inSJ-~~d:~r.;} ~
~s~encl e xcept \<i hen t r ans f e r r ed to the succ e s aor or tnat pi:r ty
o f. t:'1e con ": r a c t 9!...:..? bus i ne s s to vh i ch th~ Invent Lon pert a ins.

(2) The cont r actor's d~~estic licens a mdV be
r e vok ed or mOdified-~y. the fun~in.s-F'~d~l -n9..~~-Y. to t h e
ext~nt necessary to acnleve e;{ped ltlouS practici~pplicd tion
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of the subject invention pursuant to an application for an
exclusive license submitted in accordance with applicable
prov i s ions in the Feder al Proper ty Management Regula t ions.
This license will not be revoked in that field of use or the
geographical areas in which the contractor has achieved
practical aFPlication and continues to make the benefits of
the invention reasonably accessible to the public. The
license in any foreign country may be revoked or modified at
the discretion of the funding Federal agenc~ to the extent the
contractor, its licensees, or its domestlc subsidiaries or
affiliates 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 intention 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
Federal agency for good cause sho~n by the contractoL) after
the notice to show cause why the llcense should not be revoked
or modified. The contractor has the right to appeal, in
accordance with applicable regulations in the Federal Property
Management Regulations concerning the licensing of
Government-owned inventions, any decision concerning the
revocation or modification of its license.

f. Contractor Action to Protect the Governments
Interest

(1) The contractor agrees to execute or to have
executed and promptly deliver to the Federal agency all
instruments necessary to (i) establish or confirm the rights
the Government has throughout the world in those subject .
inventions to which the contractor elects to retain title, and
(ii) convey title to the Federal agency when requested under
paragraph d. above, and to enable the Government to obtain
patent protection throughout the world in that subject
invention.

(2) The contractor agrees to require, by written
agreement, its employees, other than clerical and non­
technical employees, to disclose promptly in writing to per­
sonnel identified as responsible for the administration of
patent matters and in a format suggested by the contractor
each subject invention made under contract in order that the
contractor can comply with the disclosure provisions of
paragraph c. above, and to execute all papers necessary to
file patent applications on subject inventions and to
establish the Government's rights in the subject inventions.
This disclosure format should require, as a minimum, the

-.l .... '" ... ....,II\" L Q, I,,; cor
eacn suoJect invention made under contract in order that the
contractor can comply with the disclosure provisions of
paragraph c. above, and to execute all papers necessary to
file patent applications on subject inventions and to
establish the Government's rights in the subject inventions.
This disclosure format should require, as a minimum, the



5

information required by c. (I) above. The contractor shall
instruct such employees through employee agreements or other
suitable educational programs on the importance of reporting
inventions in sufficient time to permit the filing of patent
applications prior to U.S. or foreign statutory bars.

(3) The contra~ will notify the. Fede!-~L~~ncy

of any decision not to contlnue the prosecutlon ot a patent
application, pay maintenance fees, or defend in a reexamina­
tion or opposition proceeding on a patent, in any country, not
less than thirty days before the expiration of the respons2
period required by the relevant patent office.

(4) The contractor agrees to include', within the
specification of any Uniteag'"tates patent application and any
patent issuing thereon covering a subject invention, the
following statement, ftThis invention was made with Government
support under (identify the contract) awarded by (identify the
Federal . a?..:ncy) . The Government has certain rights in this
invention~

g. Subcontr3cts

(1) The contractor will include this clause,
suitably modified tOTcfentlry the parties, in all subcon­
tracts, regardless of tier, for experimental developmental or
research work to be performed by a small business firm or
domestic nonprofit organization. The subcontractor will
retain all rights crovided for the cont ractor in this clause,
and the contractor~ will not,as part oitrie con s i de r e t Ion for
awarding the subcontract, obtain rights in the subcontractor's
subject inventions.

(2) The contractor will i nc lude in all other
. subcontracts, regardlesso£Uer, for 'e xpe r i men ceL, d~velop­
mental or research work the paten t righ ts clause required by
(cite section of agenc y im?lementi.nq regul~tion~ _'"'?R, .•or
~).

(3) In the case of subcontca~ts, at any ti2r, ~hen

the prime awa r d with the ?ede,,~l agenc y wa s a contract (but
not a grant or cooperative agr=e~ent) 1 the ~S2ncy, suL~ontr~c­

tor, and the contractor agree that the mutual oblig~tions of
the par t i e s created by this clause coos cl t u t e a ccn t r ac t
betw een the subcontractor and the ?ederal agency with r~ spect

to those ma t t e r s covered by this claus~.

The contractor agree.s to submit on req ue3t ? cr i odic
r epo r cs no Ti1o r e- Tr aq u 2ntl y than ~n ;"l u ·~ l l :r on the u t i 'l i ze t Lor; of

s: ........ 'W~ c c e e c ec oy this clause cons cLc u t e a ccn cr ac t
between the subcontractor and the ?ederal agency with r~spect

to those matters covered by this claus~.

The contractor agree.s to su bmit on req ue3t ?criodic
r epo r cs no filo r euaq u 2ot l y than ~n;"lu,~ll:r on the u t Ll Lz e c Lon of
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a subject invention or on efforts at obtaining such utiliza­
tion that are being made by the contractor or its licensees or
assignees. Such reports 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 a~ency may reasonably
specify. The contractor also agrees 0 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. To the extent data or
information supplied under this section is considered by the
contractor, its licensee or assignee to be privileged and con­
fidential and is so marked, the agency agrees that, to the
extent permitted by 35 usc &202(c) (5), it will not disclose
such information to persons outside the Government.

i. Preference for United States Industry

Notwithstanding any other provision of this clause,
the contractor agrees that neither it nor any assignee will
grant to any person the exclusive right to use or sell any
subject invention in the Uni ted States unless such person
agrees that any products embodying the subject invention or
produced through the use of the 's ubj ec t invention 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 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 Unit-ed States or that under the circumstances domestic
manufacture is not commercially feasible.

j. March-in Rights

The contractor agrees that with respect to any
subject invention in which it has acquired title; the Federal
a~ency has the right in accordance with the procedures in OMB
ClrcuIar A- (and agency regulations at ) to require the
contractor, an assignee or exclusive licensee of a subject
invention to grant a non-exclusive, partially e~clusive, or
exclusive license in any field of use to a responsible appli­
cant or applicants, upon terms that are reasonable under the
c ircums tances, and if the con tr actor assignee, or exclus i ve
licensee refuses such a request, tEe . Federal agency has the
right to grant such a license itself if the Federal agency
determines that:

(1) Such action is necessary because the
contractor or assignee has not taken, or is not expected to

_ •• m •• _ --'"':1----, "". 'w gjjt"C"~I'-'l 41C1~ 4.-£oIe:

right to grant such a license itself if the Federal agency
determines that:

(1) Such action is necessary because the
contractor or assignee has not taken, or is not expected to
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take within a reasonable time, effective steps to achieve
practical application of· the subject invention in such field
of use.

(2) Such action is necessary to alleviate health or
safety needs ~hich are not reasonably satisfied by the
contractor, assignee, or their licensees;

(3) Such action is n~cessary to meet requirements
for public use specified by Federal regulations and such
requirements are not reasonably satisfied by the contractor,
assignee, or licensees; or . ~-

(4) Such action is necessary because the agreement
required by paragraph i of this clause has not been obtained
or waived or because a licensee of the e~clusive right to use
or sell any subject Inven t i on in the Uni ted States is in
breach of such agreement.

~. .§Fecial 'Provisions for Contracts with ~~on-profit.

Organlzatlons

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

(1) Righ ts to a subj ec t Lnven t ion in the Un i ted
States may not be assigned without the approval of the Federal
a~ency, except where such assignment is made to an org anlZ3=
tlon which has as one of its primary functions the management
of inventions and which is not, itself, engaged in or does not
hold a substantial interest in other organization3 engaged in
the manufacture or sale of products or the use of processe3
that might utilize the invention or be. in comp-etition 'fIith
embodiments of the invention provided that such ~ssignee ~ill

be subject to the same provisions as the con~~~c~2£);

(2) The contractor may not grant e xc Lus Iv e
licenses under United-States pa-tents or patent ~l?pl ic.ations in
subject inventions to persons other than small business firms
for a period in excass of the aarlier of:

(i) five years from fir st co~n~:cial sale or use of
the inv~ntioni or

(ii) eight years from the date of the e xc l us Ive
license exc~pting that time before regulatory agencies neces­
sary to obtain premarxet clearance, unle ss on a case-by-case
basis, the Federal agency approves a longer exclusive license.
If exclusive field of use lic~nses are grant~d, commercial
sale or use in one field of use will not be daa med commercial

_ _ _ _ .. w -.;,i.~ V..L

....... w J.l1 Y '~ ll c J.QO i or

( i i ) e i 9h t yea r s from the date 0 f the ~ xc1us i ve
license exc~pting that time before regulatory agencies neces­
sary to obtain premarxet clearance, unless on a case-by-case
basis, the Federal agency approves a longer exclusive license.
If exclusive field of use lic~nses are grant~d, ccrnme r c i e I
sale or use in one field of use will not be daamed commercial
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sale or use as to other fields of use, and a first commercial
sale or use wi th respect to a product of the invention will
not be deemed to end the exclusive period to different subse­
quent products covered by the invention.

(3) The contractor will share royalties collected on a
subject invention with the inventor 1 and

(4) 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, will be ~tilized for
the support of scientific research or education.

1. Communications. (Complete According to Instructions at
Part 8.6. of this Circular).

END OF CLAUSE



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAG EMENT AND BUDGET

WASHINGTON , D .C . 20503

February 10 , 19 82

CI RCULAR No . A- 1 24

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Pa t en ts - Small Bus i ne s s Fi r ms a nd No nprof i t
Or gan i za t .ions

1 . Pu rpose. Thi s Circula r p r o v i des pol i ci e s, procedur e s,
a nd guideline s with respect to inv e nt ion s ma de by sma l l
bu s i ne s s firms a nd nonprof it org ani za tions , i nc l ud i ng un iver ­
s i t i e s, under f unding ag reements with Federal age ncies whe re a
pu r pose is t o pe r fo r m expe rimental , developmen t a l , or resea rch
wor k .

2 . Resc i s s i ons. Thi s Ci r c ular s up e r s e de s OMB Bullet i n 81-2 2
ef fectiv e Mar ch 1, 1982 .

3. Authori t y . Th i s Circu lar i s i ssued p ursua n t t o the
au t hor ity c ontai ned i n 3 5 U. S .C. § 20 6 (§6 o f P . L . 9 6- 517, "Th e
Patent and Trade ma rk Ame ndmen ts of 1 980 11

) .

4 . Bac kground. Af t e r ma ny yea rs o f public de ba t e o n me a n s
t o enhance the utili za t ion of t he results o f Gover nment f un ded
re se a~ch, Pu blic La w 96 - 517 was enac ted. Th i s Ac t g ives non­
p rof it o r gan i za t ions a nd small businesses, wi th limited
exceptions , a f ir st right of ref us a l t o title i n i nvent i ons
they have mad e i n per f o rma nce of Governmen t gr ants a nd
cont r acts . The Act t a ke s prec e dence ov e r approx imately 26
conflic t i ng s t a tu tory a nd administrat ive pol i c i e s .

UDder t he Act, t he Of f ice o f Fed e r al Proc u reme n t Pol icy (OFPP )
i s respons i b l e fo r the i s s ua nc e of t he r eg ulations
i mplement ing 35 U.S . C . § 202- 20 4 afte r c onsu l ta tion with the
Of f ice o f Sc ienc e and Te c hnolog y Policy (OSTP) . On July 2 ,
198 1 , OMB Bul l etin 81- 22 was i s s ued to p rovi de in t er im reg u l a­
ti ons while ag e nc y a nd pu b l ic c omments we r e s ough t . Based o n
a revi ew of t hese c o mmen t s , t h i s Ci r c u l a r i s issue d t o
estab l i s h perma ne n t impleme nt ing r eg ulat ions a nd a standard
paten t r i gh t s c l a u s e.

5. Pol icy a nd Scope . Th is Circu la r t akes ef f ec t o n Ma r c h 1,
1982, and wil l be applic a ble t o a ll f unding ag reeme nts with
smal l busi ne s s f irms a nd domest ic nonprof i t organizat ions
execu t ed on or af t e r t h a t date . Th is i ncludes

--- -- --- - - - -- . -- - -- - --- --- - -- --- - - - - - - - - - -- - - - - -
a r ~v ~ ew o ~ ~nese c o mme n ts , t h i s Ci r c u l a r i s issue d t o
e s tab l ish perma ne n t impleme nt ing r eg ulat ions a nd a standard
paten t r i g h t s clause.

5. Policy a nd Scope . Th is Circu la r takes e ff e ct on Ma r c h 1,
1 982 , a nd wil l be applicable t o a l l f unding agre e men ts with
smal l busi ne s s f irms a nd dome s tic nonpr o f i t organizat ions
execu t ed on or a fter t h a t dat e . Th is i ncludes

--- - -. _--- - _ ._-
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subcontracts at any tier made after March 1, 1982, with small
bus iness fi rms and nonprofit organizations even if the prime
fund ing agreement was made pr ior to March 1 , 1982. Unles s
prohib ited by law, agencies are encouraged to treat subject
inventions made under fund ing agreements made prior to July 1 ,
1981, in substantia lly the same manner as contemplated by P.L.
96-51 7 and this Ci r cular for inventions ma d e under fu.n,ding
agreement s entered into subsequent to July 1, 1981. This can
be accomp lished throug h the granting o f waivers of title on
terms a nd c o ndit i on s substantially simi l a r to t hose set f o r t h
in the standard clause of Attachment A.

Agenc i e s shou l d be alert to determin ing whether amendme n ts
made afte r Mar ch 1, 1 982 , to funding agreemen ts enter e d int o
prior to July 1, 1981, result in new funding agreements
subject t o t his Ci r c u l a r and the Act. Renewals and cont inua­
tions afte r March 1, 1982 , o f fu nd ing agreements entered in to
p r ior to J u l y 1, 19 81 , should be normally treated as ne w
funding ag reeme n ts .

Th i s Circular is intended to establish un i f orm and c oor d inated
implementat ion of 35 U.S.C. §200-206 so as t o foster the
pol icy a nd objectives set fo rth i n 35 U.S.C. § 20 0 .

6. Definit ions . As us ed i n th i s Ci r cular - -

a. The te r m "funding ag r eement " mean s any cont r act,
g ran t, or cooperative agreement e n ter e d i n to between any
Federa l agency, o t he r than t h e Tennessee Valley Authority, a nd
a ny c ontr a c tor fo r the perfo r man ce of expe rimenta l, develop ­
me ntal , o r r e s e a r c h wor k funded i n whole o r in p art by t he
Fede r al Gove r nment. Such te r m i ncludes any a s sig nment,
s u b sti tut ion of pa r ties , or s u bc o n trac t of any t y pe e n tered
into f o r the per f o rmance o f exper imental, d e ve l opmental, o r
research wo rk und e r a fund ing agreemen t, a s here i n defined.

b . Th e te rm "c on t r a c t or" me ans any pe r son, s mall
bus iness f i r m o r nonprofit organizat ion tha t is a par t y t o a
fu nding agr e eme n t .

c. Th e te r m II Lnven t i on" means a n y inve n t i o n or
d i s cove ry which is or may be patentable or o the r wise protect­
a ble unde r Tit le 35 of t h e Unit e d States Co de.

d . Th e t e rm " SUbj e c t i nvention " me ans any i n ven tio n o f
a contractor c once i v e d or f irst ac tually r e duc ed to practice
i n the performanc e of work und e r a funding a g r e e men t .

e. The term "pr a c t i c al a pp licat ion" means t o
ma nuf actu re i n t h e c a se of a composition or product, t o
p r ac t ice in t he case o f a process o r method, or t o operate in
t he c ase of a machine o r system; and , in each cas e, under such

______ _ • n •• • •• _ . _

._. . - - - -_ . .-~ -- -- - - _ ._ - - - - - ---- -

a contractor conce ived or f irst actu a l l y reduc~d to practice
i n the performance o f work und e r a funding a g ree men t .

e. Th e term "p r a c tic a l a pp l icat ion" mea ns to
manuf acture in t he c a se of a composition or product , t o
p r ac tice in t he c a se of a p r oces s o r me thod, o r t o operate i n
the case o f a mac hine or system; and , in each cas e, under suc h

- - - - - - -- - - _ ..... _.. . _---_ .. . _.. n _ ' _ _ .~. _
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conditions as to establish that the invention is being
utilized and that its benefits are, to the extent permitted by
law or Government regulations I available to the public on
reasonable terms.

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

g. The term "smali business firm" means a small
business concern as defined at section 2 of Public Law 85-536
(15 U.s.C. 1632) and implementing regulations of the
Administrator of the Small Business Administrat ion. For the
purpose of this Circular, the s i ze standards for small
business concerns involved in Government procuremen t and
subcontracting at 13 CFR 121.3-8 and 121.3-12 , respectively,
will be used.

h. The term "nonprofit organ ization" means
universities and other institutions of higher educat ion o r an
organization of the type described i n section SOl (c } (3) of the
Internal Revenue Code of 1954 (26 u.S.C.§SOl(c» a nd .e xemp t
from taxation under section 501 (a) of the Internal Reve nue
Code (26 U.S.C. §501(a» or any nonprofit scientific' or
educational organization qualified under a state nonprofit
organization statute.

7. Use of the Patent Rights (Small Business Firm or
Nonprofit Organization) (M.arch 1982) Clause.

a. Each funding agreement awarded to a s ma l l business
firm o r domestic nonprofit o rganization which ha s as a purpose
the per formance of exper imental, developmental or research
~ork shall contain the "Patent Rights (Smal l Business Firm or
Nonprofi t Organization) (March 1982) II clause set f o r t h in
Attachment A with such modifications and tailo ring a s may be
authorized in Part 8, except that the funding agreement may
contain alternative provisions--

(1) when the funding agreement i s for t he operation
of a Government-owned research or produc tion facil ity; or

(2) in exceptional circumstances when it is
determined by the agency that restr iction or e limination of
the right to retain title to any subject invent ion will better
promote the policy and objectives of Chapter 38 of Title 35 of
the United States Code : or

--_ ._. _ --_._ _ .... __ .. . _ . ._ - - ' .- . . ._ - - - -- --_. -_.- _. _ .- _ . .- ---- - - --
• .-- -~--.-J: - ........ "",""'-:L.:L\.;\..,LVU VI: e a arm na t ron or

the right to retain title to any subj ect invent ion will better
promote the policy and objectives of Chapter 38 of Ti t l e 35 of
the United States Code: o r
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( 3 ) when i t is dete rm ined by a Government au thor ity
whi c h is a uthori zed by statute o r execut i ve orde r to conduct
f oreign i ntel ligence or counter intelligence a c t i v i t i e s t ha t
t he r e s t ric tion o r el im ina t i o n o f the right to reta i n title to
an y s ub ject invent ion is ne c es s a ry to p rotec t the security o f
s uch act iv it ies.

b. (1) Any dete r mi na t i o n u nd er Part 7. a. (2 ) o f t h i s
Ci rcula r wi l l be i n wr i t i ng and ac c ompa n i ed by a wri tten
s t a teme n t of facts jus t i f ying t he dete rmination . The state­
ment o f f ac t s wi ll con ta i n such info r mat ion a s t he f und i ng
Fe der al agency de e ms r e lev a nt and, at minimum, wi ll ( i)
identify the smal l b us i ne ss f irm o r nonp r ofit o rg .an i zatio n
involve d , ( ii) d esc r ibe the e xtent t o wh i c h agency act ion
r es t r icted o r e l i mi na t e d t he right t o r etain ti t Le t o a
s ub ject invent ion, ( ii i) s tate t he f ac t s a nd rat ionale
suppor ting t he agenc y act i o n , (iv) p rovid e s uppo rt i ng do cumen­
t a t i on f o r t ho s e f ac ts a nd ra t i onale , and (v ) indicate t he
na ture o f a ny object i ons to the age nc y act ion a nd p rov i de a ny
do c umen ta tion in whi c h t ho s e o bj e c tion s a ppea r . A c opy of
e ach s uch dete r mina tion a nd wri tten sta t ement o f f a c t s will be
sen t to the Compt roller Gene ra l of t he United Sta t e s within 30
day s af te r the awa r d of the applicable fu nding a greemen t . I n
cases of dete rmi na tions appl i c at i on t o small b usiness fi r ms,
cop ies wi l l al so be s ent t o t he Ch i e f Co uns e l f or Ad vo c acy o f
t he Small Bus iness Admi n i s tr at i on .

( 2) To a ss is t the Comptroller Ge ne r al t o
accomplis h h i s o r he r r e s pon s i b i li ties under 35 U.S . C. §202 ,
e a c h Fe d e r a l agenc y t ha t e n t er s i nto a ny f und ing ag reemen ts
with no npr of it o rg an izatio ns or s ma l l b usiness f i rms during
the appl ic able repo rt ing per i od sha l l accumu late a nd , a t t he
r eque s t o f the Comptrolle r Ge ne r al, p r ov ide the Compt roller
Gener a l or hi s or her d uly au t ho ri zed representative t he t o t a l
number o f p r i me f und ing ag r e eme n t s en t ered in t o wi th s mall
busi ne s s f irms o r nonprof i t o rg an i.za t ions t ha t cont ain the
pa ten t rig ht s cl a use of Attachment A du r l og eac h per i od of
Octobe r 1 t h r o ug h Septe mbe r 30 , beg i nn ing Oc tober 1 , 1982 .

c . (l) Agenc i e s ar e adv i sed t ha t Pa r t 7 . a . applies to
s ubcon t r a c t s at any ti er unde r p rime f unding agr e e men t s wi t h
c on tr acto rs t ha t are o t her than small busi nes s f irms or non­
profi t o r g anizat ion s . Ac c o r d ing l y , agenc i es s ho u l d t ake
a pp r opr ia te a ct i o n to e n s ur e t hat t h i s requi r ement is
re flect ed in the pa t e n t clauses of suc h p r ime f undi ng agr e e ­
ments awarded af t e r Ma r c h 1 , 1982 .

(2 ) I n t he event an ag ency has outs tand i ng p r i me
f unding a g reemen t s t hat do no t c on t ai n p a t e n t flow-d own
p r ov isio ns c on s is ten t wi t h e i the r t h i s Ci r cular o r OMB
Bulle tin 81-22 ( if i t was a pp l i cab l e at th e t i me t he f undi ng

4 . - - - - - - ---.. ""' ' ' 0<...... <;; l.. l l a 1.- I...H J- :=; r equl r emen t 1S

reflect ed in the pa ten t claus es of s uch p r ime f undi ng agr e e ­
ments awarded a f t e r Marc h 1 , 1982 .

(2) I n t he even t an ag ency has outs tand i ng pr i me
fu nd i ng agr eeme n t s t hat do no t c on t ai n p a t e n t flow-down
p r ov ision s c on s is ten t wi t h e i the r t h i s Ci r cular o r OMB
Bul l e t in 81-22 ( if it was a pp l icab l e at the t i me t he f unding



5

ag reement was awarded) t t he agency shall take appr opr i a te
ac t i on to ens ur e t ha t sma l l business f i rms or domes t i c non­
prof it or gan i za t i on subcontractor s unde r such prime fund i ng
ag r eement s t ha t r ece i ved their subcont r act s a f te r July 1,
1981 , wi l l r eceive r ights in t heir sub ject i nvent i ons that ar e
cons isten t with P.L. 96-517 and this Circular. Appropr iate
actions mi gh t include (i) amendment of prime contr acts and/or
subcontracts; ( i i ) requi r ing the inclus ion of t he clause of
At tachment A as a cond i t ion of ag ency approva l o f a s ubcon­
t r ac t ; o r (ii i ) the granting of ti t l e to the subcontr act6r to
iden t ified subject inve ntions on t e rms s ubs tant i ally the s ame
as conta ined i n t he claus e of Attachment A i n the ev ent the
s ubcont r ac t con tains a ftd eferred determin a tion" o r
"acqui s it i on by the Government" type of pa t ent r i ght s clau se.

d. To quali fy fo~ t he clause of At t achment At a
prospect ive contr actor may be r equi r ed by an agency t o cert i f y
that i t is ei the r a small busines s fi r m or a dome s t i c non ­
profi t organ ization . If t he agency ha s r ea son to question t he
s tatus of t he prospective contractor as a small business firm
or domest ic nonprof it organization, it may f i le a protes t i n
accorda nce with 13 C.F .R. 121.3-5 i f sma l l bus iness f i r m
s t at us is ques t i oned or r equi r e t he pr ospect ive contractor to
furnish evidence to establi sh i ts sta tus a s a domestic non­
pro f it or gani zat i on .

8. Instructions fo r Modificat i on and Tailor i ng of t he Clause
of At tacnment A.

a. Agen c i e s s hould complete t he bl ank i n parag raph
g.(2 ) of the clause of At tac hment A i n accordance with t he i r
own or applic a ble Government- wide reg ula t i on s such as the FPR
or DAR . The f low-down provisions of the clause c ited by t he
agenc y s houl d , of cour se , r e f l ect t he r equ irement of Part
7. c . (1 ) .

b . Agenc i es should complete pa rag raph l.
t1 Comrnunications" a t t he e nd of the clause of Attachmen t A by
designating a central poin t of contac t for communicat ions on
ma tters re l a t i ng t o the claus e. Additional instruct ion s on
communications may also be included i n par ag r aph 1.

c. Agenc i es may replace the I t eLi c i zed or und er l i ned
words and phr ases wi th those appropr iate to t he pa r tic ul a r
fu nd i ng agreement . For e xample "contract" coul d be replaced
by . "grant ", "contract.or" by "gran tee" , and "contracting
of f lcer" by "grants officer." Depending on i t s use, 'Fede ral
agenc~ii can be r epl aced e ithe r by the i dentification of the
agenc y or by t he specification of t he part icular office or
of fi cial within tha t agenc y .

- - - - - -- -- - - _.._._- - _. .-_._--
_ _ • _ _ •• _~ ....... , _'U.. uy C;:J r an t:ee n

, ano "contract i ng
of f icer " by "g rant s officer. " Depending on i ts use, 'Federal
agenc y" can be replaced ei t he r by the identification of the
agency or by t he s pec i f i c a t i on of t he part icula r office or
of fic ial with in th a t agency .
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d. Wh en the agency head or du ly author i zed designee
determine s at the t i me of contracting with a smal l bus i ne s s
f i r m o r nonpr of i t organizat ion that it would be in the
na t i onal in t e r es t t o acquir e t he r i ght to subl i cense foreign
governments or international organ izations pursuant to any
existing t rea t y or agreemen t , a sentence may be added at the
end of pa ragraph b . of the clause of Attachment A as foll ows:

"This li cense wi ll include t he r ight of
the Government · ·t'o sublicense foreign
gove r nment s and international
organizations pursuant to the following
treat i es or i nterna tional agreements:

or pur suant t o any
agreements wi th

or in te rna t i onal

The bl ank in the above should be completed with the names of
applicable exis ti ng t r eaties or i nter na tional ag reemen ts. ~he

above l anguage is not intended t o apply to t rea ties or agr ee­
ment s t hat are in effec t on t he date of t he awa r d wh icbare not
l isted. The above language may be modi fi ed by agencies by
delet i ng the r eference to f uture treaties or agreements or by
o t herwise more narrowl y defini ng classes of fu tu r e trea t i e s or
ag reements. The language may al so be modified t o make c l ear
t hat the r ight s granted to t he f or e ign gove r nment or in ter­
national organ i zat ion may be f or add i t i onal r i ght s beyond a
l icense or s ubl icense i f so requi r ed by t he app l i cable trea ty
or international ag reement . For example, i n some case s
e xclus i ve l i censes or even t he assignme nt of title in t he
f oreign count ry involved mi ght be requ i r ed . Agenc ies may a lso
mod ify t he l anguage above to provide for the d irec t l icens ing
by t he cont rac tor of t he fo r eign government or in ter national
organi zat i on .

e . To t he extent no t r equi red by othe r provi s ions o f
t he f und i ng agr eement, agenc ies may add addi tiona l subpa r a­
graphs t o par agraph (f ) o f the patent righ ts clause of Attach­
ment A to requ ire the con t ractor t o do one or mor e of the
fo l lowi ng:

(1) Prov ide periodic (but no mo r e frequently than
annual l y) l i stings o f all SUb ject i nven t i ons r equi red to be
d i sc Loaed c du r Lnq the per iod' cove red by t he report.;

(2) Prov ide a r epor t pr ior t o the close- ou t of a
fund ing agr eement listi ng al l sub j ec t i nventions or s tati l'g
t ha t there were none;

(3) Prov ide notif i cat ion of all s ubcontr acts for
e xpe r i menta l , dev e.lopment a l , or re sear c h work ; and

(2 ) Prov i de a r eport pr i or t o t he close- ou t of a
fund ing agr eement list i ng al l sub j ec t i nve ntions or stat i l'g
t ha t there were none ;

(3) Prov ide not i fi cation of all s ubcontr acts for
exper imental, development a l , or r e sea r c h work; and
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(4) Pr ov i de , upon request , t he fi l ing date, serial
number and title; a copy o f t he patent appl ication ; and patent
number and issue da t e f o r an y s ub ject i nvention in any country
in which the contractor has appl i ed for patent s .

Part 9.

a .

Publicat ion o r Re lea se of I nvention Disclosures

35 U.S.C. §205 pro~ ides a s fol lows:

"Feder al agenc ies a r e au thor ized t o wi thho ld
from disclosure t o the public informa tion dis­
clos ing any inve ntion i n which t he Federal
Gove r nme nt owns or may own a r i ght, t i tle, or
inte r e s t (i nc l uding a nonexc lusive license)
for a r easonable t i me i n orde r f or a patent
appl ication to be fi led. Furthe rmore, Fed era l
agenc ies s hall not be req uired to release
copies of any document which is part of a n
appl i c a t i on fo r paten t fi l ed wi t h the Un l ted
States Pa tent and Trademar k Of f ice or wi th a ny
f ore i gn paten t o ff i ce ."

b. To the extent au t ho r ized by 35 U. S . C. §20S, agencies
shall not d i sclose to t hird pa .r ties pursua nt t o r equests under
the Freedom of Information Act (FOIA) any info rmation disclos­
ing a s ubject i nven t i on f or a reason a ble t i me in orde r f o r a
patent appl icat ion t o be f i led. With re s pec t to s ubject
inventions of contractors that ar e small bu s i ne s s firms or
nonp rofit organizations, a r ea son abl e t i me s hall be the time
dur ing which an i ni t i a l pa t ent appl ica t ion may be f iled under
paragraph c. of t he c l a us e of Attac hment A or such o t her
c lause that may be used in t he f und ing agreemen t. Howe ve r , a n
agency may d i sc l ose such s ubjec t inventions unde r the ForA, at
i ts discretion , after a contractor ha s elec ted not t o r e ta i n
ti tle or after t he time i n whic h the contractor is required to
make an elect ion i f the cont rac tor has not made an elect i on
with i n tha t t ime . S im i l a r Ly , an agency may hon or an FOI A
request at its discretion if it f inds that the same informa­
tion has previously been published by t he inventor, contrac­
t o r , or o t he r wi s e . I f the agenc y plans to fi l e i tself whe n
t he contractor has not e l ected title, it may , of cour se,
cont inue to ava i l i t s e l f o f t he author ity of 35 U. S. C. §205.

c . As a uthor i zed by 35 U.S.C. §205, Fede r a l agencies
shal l not relea se copies of any doc ument which is pa r t o f a n
a ppl i c a t i on fo r pa t e nt filed on a SUbjec t i nvention to which a
small business f irm or nonpr ofit organizat i on elected t o
retain ti tle.

d. A number of agenc ies have pol ic ies to encourage
public d l s se-vi nat i on of the re s ults of work supported by the

- -- - _ _ • • - - - -~'- .... ... '- "' '-''j:'.L <;;;;;> V~ allY UU\;U1Ue Ol: W01cn 15 par t o t an
application fo r pa tent filed on a SUbj ec t i nvention to which a
small business f i rm or nonpr ofit organization elected t o
retain ti tle.

d. A number of agencies have policies to encouraqe
public d i s seo t na t i on of the results of work supported by the
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Agency through publication i n Gove rnment or o the r publicatio~s

of techni cal reports o f contrac t ors or o t hers. In r ecogni t i on
of the fact that such publication, if it included descriptions
of a s ub j ec t inven t ion, cou ld create bars t o obta i n i ng pa tent
protect i on, i t i s t he pol icy of t he executive br anch t hat
agencies will not include in s uc h publication programs, copies
of disclos ur es of i nve ntions s ubmitted by small busines s f irms
or nonpr o f it organi zat ions, pu r s uant to paragr aph c . o f the
clause of Attachment A, except tha t und er the s ame c i r cum­
stance s unde r which agenc i e s are au t horized to releas e such
i nformation pursua nt to FOIA requests under Pa rt 9.b . above,
age nc i es may publish s uch disc l osures.

e. Noth i ng in th i s Par t is intended t o prec lude
agenc ies from inclUding in t he publ i cat i on activi t i e s
described i n the f i rst sentence o f Part 9.d., t he publication
of mat er i al s desc r ib i ng a subject invent ion to t he ex tent s uc h
mate r ials were provided as par t o f a technical r eport or othe r
s ubmission of t he cont rac tor wh i ch we re s ubmi tted
independently of t he requ i rement s of the patent r ights prov i­
sions of the contr act. However, if a smal l busines s fi r m or
nonprofit organization no t i f ies t he agency t ha t a particular
report or o the r s ubm i ss i on con ta i ns a d isclo s ur e of a sub j ec t
i nvention to wh ich i t has e Lect.ed or may ele c t t i t Le , t he
agen c y wi ll us e r e asonable ef f orts t o r es t ric t it s pu blica tion
of t he mater i a l f o r si x mon ths from dat e of its receipt of t he
r epo r t o r s ubmission or , i f ea r lier , until t he contractor ha s
fil ed an initial pa ten t appli c a t ion. Agenc i es, of cour se,
r eta in t he d iscr e t ion t o delay publication fo r addi t iona l
per i od s of t i me .

f. Noth ing in t h is Pa rt 9 i s in tend ed t o limi t the
a uthor i ty of ag enc ies prov ided in 35 U.S.C. §20 5 in c ircum­
s tance s not s pec if ical ly de sc ribed in t h i s Part 9 .

10. Reporti ng on Ut i l i zation of Sub j ec t I nve ntions.

a . Pa ragr aph h . o f th e claus e o f At tachme nt A provide s
that age ncie s have the r ight t o rece i ve pe r iod i c repor t s fr om
t he contrac t or on uti lizat i on of inventions . I n acco r dance
wi t h such i nstruct i on s a s may be iss ued by t he Depa r t me nt o f
Comme rce , age ncie s shall obta in s uc h i nformation f r om t he ir
cont rac tor s. Pe nd i ng such i ns t r uc tions, age nc i es should no t
impose repor ti ng r eq ui r ements. The Depar t men t of Commer ce and
t he agenc i es , i n con j unc t ion wi t h r ep r e sen t a t i ves of smal l
business and nonp rof it organi za tions, s ha l l wor k t oge t her to
establ ish a uni fo r m period i c repor ting s ystem.

b . To the ext en t any s uch dat a or i nfo rma t i on s uppli ed
by t he con trac tor i s con s ide r ed by t he con t r actor , or it s
licensee or ass i gne e, t o be pr i v i leged and confidential and is
so ma r ked, agencies shall not , t o the extent pe r mi t t ed by

- - --- ------- - _.. - - - -

- ... -- - - - -- -- "-" l:' ~~ "' ''' ''' V"' ,::/l:1 I Il. I.oCl L.L U l l b, S nail. wor K t ogether to
establ ish a uni f or m period i c reporting s ys tem.

b . To t he ex tent any s uch dat a or i nforma t i on s upp lied
by t he cont r acto r i s cons ide r ed by t he con t r actor , or it s
l icens ee or ass i gnee, t o be pr i v ileged and con fidenti a l and is
so marked, agencies s ha ll not , t o the extent pe r mi t t ed by

_ _ ____ _ m •• • _ _ - _...- .... -_ ._ --- _ ._---- - - - - --- -
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35 U.S.C. §202 (c ) (5 ), d i sclose such in formation t o per sons
outside the Government.

11. Retention o f R i~hts by Inventor. Agenc ies whi ch allow an
inventor to r eta i n r lgh t s to a sub ject i nvent ion made unde r a
funding agreement with a sma l l busines s fi rm or nonp rof i t
organ ization contrac tor, as author ized by 35 U.S .C. §202 (d) ,
will impose upon the inventor at lea s t t hose cond i t i ons th a t
would appl y t o a small busines s f i r m con tractor under para­
graphs d. (ii) and (iii): f. (4) ; h .; i. j and j . o f t he clause
of Attachment A.

12 . Gove rnmen t Ass ignment t o Contractor of Ri ght s i n
Invention of Gover nment Em 10 ee. I n any case whe n a Federal
emp oyee 1S a cO-Inventor 0 any inven t i on made und e r a
f und ing agreement wi th a small bus i ness fi rm or no nprofi t
organization and the Fede r al agency employing s uc h co-inventor
tr ans f e rs or reassigns the right i t has acquir ed in t he
s ubj ec t invention f rom its empl oyee to the c on t r ac t o r as
au thorized by 35 U.S.C . 202( e ), t he as s i gnmen t wi ll be made
subj ec t to t he s ame conditions as would appl y t o the c~ntr ac­

t o r under t he clause of Attachmen t A.

13. Exerc i se of Ma rch- i n Ri ghts.

a . The f ollowing procedures shal l govern t he e xerci s e
of the march- i n right s of the ag encies set f or th i n 35 U.S .C .
§203 and the c lause at Attac hment A.

b. Whenever an agency r ec e ive s info rma t ion t ha t it
believes might warr ant t he exercise of ma r c h- i n r ights , befo re
i nit ia t i ng any march- i n proceed ing in accord ance wi th the
procedur e s of Part l3 .c .-h . below, it shal l notity t he con­
tractor i n writ ing of the in f ormation and request i nfo rmal
written or oral comments f rom t he con tr ac t or. In the absenc e
of an y comments from the contrac to r within 30 days , t he agency
may, at its di scretion, proceed with the proc edu res below. If
a comment is received, whether or no t within 30 days , then t he
agency shall, within 60 days after it r ec e ives t he comment,
e i t her i n i t iate the procedure s be low or no t i fy the con t r act o r,
i n writ ing , that i t will no t pur sue march- in rights based on
the i nformation about which the con tr actor was not i f i ed .

c . A mar ch- i n proceeding shall be i ni t iated by t he
i ssuance of a wr i t t en no t ice by the agency t o the cont racto r
an d its assignee or e xc lusive licensee, as appl i cable , sta t ing
tha t the agency is cons i dering t he e xercise o f march- in
rights. The not ice shall sta te the reasons f or t he p r opos ed
march- in in terms s uf f i cient to pu t t he con tractor on not i c e
of the fact s upon which the a c t i on would be based and shal l
specify the field or fields of use in wh ich t he agency i s con­
sidering r equ i r i ng licensing . The not i ce shall advi s e the

_ _ _ _ • • • m • • • _ . • ..

.l,;;)o::\uauce or a wr i t t e n no t ice by the ag en cy t o the cont racto r
an d i ts assignee or e xclusive licensee, as appl i cable, stat i ng
that t he agency i s cons idering t he e xerci se o f ma r ch- in
rights. The not ice shall state the reasons f or t he pr opos ed
march- in in terms suf f i cient to put t he con tractor on not i c e
of the facts upon wh ich the action would be based and s ha ll
specify the field or fields of use i n wh ich t he agency i s con­
sidering r equ i r i ng licensing. The notice s hall adv i s e the

- - - -- ...__.•... ._--_ . .
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contractor (assignee or exclus ive licensee ) of its r i ght s , a s
set for th in this Circula r and i n any suppl emental agency
regulations. The determina t ion to exe rci se march-in r ights
shall be made by t he head of the age ncy or de s i gnee, except as
pr ovided in par t l3.j. below.

d. Within 30 days a f ter rece i pt of the written notice
of march-in, the contractor (a s s i gnee or e xclusive licensee)
may submi t, in person, i n wr i t i ng, or through a r epresenta­
tive , information or argumen t in opposition t o the proposed
ma r ch- i n , i nc l ud i ng any addit ional spe c if ic informa t ion whi ch
rai ses a genuine disput e ove r t he mater ial fac t s upon which
the march- in i s ba sed . I f the in formation pr es en t ed r aises a
genuine dispute over t he ma t erial fact s , t he head of t he
agency or des ignee shall undertake or re fe r the mat t er t o
anothe r off icial f or f act- f i nd ing .

e . Fac t -f ind ing s hall be cond ucted i n accor dance with
t he proced ure s es t ab l i s hed by the agency. Suc h procedure s
s ha l l be as i nf or mal as pr ac t LcebLe and be consis t ent wi t h
pr inc iples of f undamental f a i rnes s . The pr ocedur es should
afford the cont r ac tor t he oppor t uni ty to appea r with coun sel,
s ubmi t documentary ev idence, pr esen t wi t nesses and confront
su ch pe rsons as the agency may pr esen t. A t ranscribed record
shal l be made and shal l be ava i l abl e at cost t o t he contractor
upon reques t . The r equir ement f or a ·t r ansc r i bed r ecord may be
waived by mu t ua l agr eement of the contractor and t he agen cy .
Any por tion of a fact-fi nd ing hea r i ng that i nvo l ve s test imony
or evidence r elat i ng to the util ization or efforts at obta in­
i ng utili zat ion tha t a r e be ing made by the cont r ac t o r , i t s
assignee, or l icensees s hall be c l osed t o the public , i nc l ud­
ing potent ial l icensees.

f . The of f i c i a l cond uc t ing the fac t-finding shal l
pr epa re wr i t t en fi nd i ngs of fac t and transmi t t hem t o t he he ad
of t he agen cy or designee promptly a f ter t he conc lusion of t he
f ac t -f i nd i ng proceeding. A copy of the f i ndings of f act shall
be sent t o the contr actor (a s s i gnee or exclusive licensee) by
reg is tered or cert if ied mai l .

g. In cases in which fact-f inding ha s been conducted ,
the head of t he agency or de signee shal l ba s e h is o r her
de termination on t he fact s found, t oge ther with any othe r
information and a rgument s ubmitted by t he contracto r (a ssignee
or exclus ive licensee) , and any ot he r infor mation in the
administrat ive record . The cons istency of the e xe r c i se of
march- in rights with the policy and ob j ect ive s of 35 u.s. c.
8200 - 206 and th i s Ci rcular sha l l also be conside red. In case s
r eferred for fac t-f i nd i ng, t he head of t he agency or des ignee
may reject on l y those fac ts that have been f ound that a r e
clearly e rroneous . Writ ten notice of the d e t ermi na tion
whe the r march-in r i ght s will be exercised s hall be made by t he

--- - - _ ._- --.._---- -
_ _ _ ______ ••_ •• • • • m _ . _ _ •• • . . . _ . _

- ..~ ... ....... ...... '" .... ...... .:: u;;)~e J, GIno any ot:ne r rn ror mae ron in the
administrative record . The cons i stency of the exercise of
march- in rights with the policy and ob j ect ives of 35 U.S. C.
8200 - 206 and th i s Ci rcular sha l l also be considered. In case s
r eferred for fac t-f i nding, t he head of t he agency or designe e
may r e j ec t only those fac ts that have be en f ound that a r e
clearly erroneous. Wri t ten notice of the de t e rmi na tion
whe the r march-in righ ts will be exerci sed s hall be made by the

- - - - - - -- --.__.---- _. .. m ._ _ _ u . _ • • • • m _ . _ •• • • . . . _ . _
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head of the agency or designee and sent to the contr ac t or
(assignee or exclusive l icensee) by cer t ified or registe red
mail within 90 days after t he compl etion o f f ac t - f ind ing o r
the proceedings will be deemed to have been terminated and
t he r ee f t.e r no march-in based on the facts and reasons upon
which the proceeding was initiated may be exercised.

h . An agency may, at any time, terminate a march-in
proceeding if it i s satisfied t ha t i t does not wi s h t o exer­
cise march-in rights.

i. The procedures of th is Part shall al so apply t o the
exercise of march-in rights against inventors r eceiv ing t i t le
to subject inventions under 35 U.S.C. §202(d) and, f or t ha t
purpose, the term "contractor" as used in thi s Part shal l be

/ deemed to include the inventor.

j . Notwithstand ing the l as t sent ence of Part l 3 . c. , a
determination to exercise march-in i n cases whe r e t he sub j ect
invention was made under a contract may be made init iall y by
the contracting off icer in accordance wi th the procedures of
the Contract Disputes Act. I n such cases, t he procedures of
the Contract Disputes Act will apply i n l ieu of those i n Parts
l3.d.-g. above (except that the l ast sentence of Part I3 . e .
shall cont inue to apply ). However, when the procedures of
this Part 13.j. are used, the contr actor, assignee, or
exclusive license will not be required to grant a license and
the Government will not grant any l i cense unt i l afte r eithe r :
(1 ) 90 days from the date of the contractor ' s r eceipt of the
contracting officer's decision, if no appeal of the dec ision
has been made to an agency board of cont rac t appeals , or if no
ac tion has been brought under Sec t i on 10 of the Act wi thin
that t ime; or (2) the board or court, a s the case may be, has
made a final decision in cases when an appea l or act ion has
been brought within 90 days of the contracting officer 's
decision.

k. Agencies are authorized t o i ssue s upp lemental
procedures, not inconsistent herewi th, for the conduct of
march-in proceedings.

14. Appeals.

_ a. The agency of fici al initially authorized to take any
of the following act ions shall prov ide t he contractor wi t h a
written statement of the basis for his or he r action at t he
time the action is taken , includ ing any r e levant facts that
were relied upon i n t aking the act ion:

(1) A refusal to grant an extension under paragraph
c. (4) of the clause of Attachmen t A.

- - - - - --- - - - _..._- - - --- - - ---

written statement of the basis for his or her action at t he
time the action is taken , includ ing an y r e levant facts that
were relied upon in t ak ing the action:

(1) A refusal to grant an extension under paragraph
c. (4) of the clause of Attachmen t A.
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(2) A request for a conveyan ce of tit l e under
paragraph d . of the claus e of Attachment A.

(3 ) A refusal t o gr ant a. waiver under par ag raph i.
of the clause of Attachment A.

(4) A re fu sa l to appr ove an assignment unde r
par ag r aph k . (1) of the c l a use of Attachment A.

(5) A re f usa l to approve an extens i on of the
e xclusive license per i od unde r par agraph k. (2) of the clause
of At tachment A.

b . Each agency s hal l e s tabli s h and publis h procedur es
under which any of the agency act ions li sted i n Part 14. a.
above may be appealed to the head of the agency or designee.
Rev iew at this l eve l shal l cons i der bo t h the fac t ual and l ega l
bas is fo r the act i on and its consi s t ency with the policy and
obj ec t i ve s of 35 U.S.C . 92 00- 206 and t h is Ci rcular.

c . Appeals procedur e s es t abl ished under Pa rt l 4.b.
above s ha l l i nc l ude administr ative due proces s pr oc ed ur e s and
s t andar d s for fact-f i nding at least comparable to thos e set
for t h in Part l 3 .e. -g. of th i s Ci r cular wheneve r th~re i s a
di sput e a s to the fact ual basis fo r an ag ency r eq ue s t for a
conveyance of t i t l e under pa r ag r aph d. of the clause of
Attac hment A, including any d ispute as to whe~he r or not an
invent i on is a s ubject i nvention .

d. To the ex t ent that any of the actions described in
Part l4.a. are s ubj ect to appea l under the Cont rac ts Dispute
Ac t , the procedures unde r that Act wil l sati s f y the requi r e­
men ts of Pa rts 14.b. and c. above.

15 . Li cens i ng ()f Bac kgr ound Pa t ent Rights t o Third Partie s .

a. A f unding agreement with a smal l busines s f i r m or a
domest i c nonpr ofit o rgani za t i on wi l l not contain a prov l s lon
a llow ing a Feder a l agency to requi r e t he lice nsing to th i rd
parties of invent i ons owned by the contr acto r t hat are not
sub j ec t i nventions unl e s s s uch provis ion has been approved by
t he agency head and a wr i tten justification has been signed by
t he agency head . Any s uc h pr ovision wi l l c l ear l y s t a t e
whe ther the l i censing may be. requi r ed in connec t ion with the
prac t i ce of a subj ec t Lnvent i .on , a speci f ically identi fied
war k object, or bo t h. The ag ency head may not delegate t he
au thor ity to approve such provisions or to sign the justifica­
tion required for s uch pr ovi s ions.

b. A Fede ral agency will not requ i r e t he licensing of
t hird parties unde r any s uch prov ision unle s s the agenc y head
determine s that t he use of t he inven t i on by others is

- - - - ~ --- - _ . - _. __._.

~-J---' ...... ..,.... .... . ..LllO;: .... '.:10::: .. '"".1' U o;: Q U 11l.Q}' U V I.. l.n :: .L It: '::I C11.. 1t: I.,J H ::

au t hor i t y t o approve such provi sions or to s i gn the justi fica­
tion required for s uch provi s ions.

b . A Fede r a l agency wil l not requ i r e the licensing of
thi rd parties unde r any s uch prOV ision unless the agenc y head
determines t ha t the use of the inven t i on by others is

- - - -~ - - --_. - _. __._ .
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necessary for the practice o f a subj ec t i nvent i on or f o r the
use of a wor k object o f the f unding agreemen t and , t ha t such
action is necessary to ac h Leve prac tical appl i c a t i on of the
subject invention or work object. Any such determination will
be on the record after an opportunity for an agency hearing,
and the contra.ctor shall be given prompt notification of the
determination by certified or registered mail.

16. Adm inistration of Patent Rights Clause.

a. It i s important that the Gove rnment and the
contractor know and exe r cis e their rights in subject inven­
tions in orde r to ens ur e their exped it ious ava ilability to the
public, to ' enable the Governmen t" , . t he con tractor, and the
public to avoid unnecessary payment of royalties, and to
defend themselves aga i ns t cla ims and suits for patent
infringement. To atta in t hese ends, contracts should be so
administered that:

( 1 ) Inventions are identif ied, disclosed, and an
election is made a s r equ i r ed by the c ontract clause.

(2) The right s of the Government in such inventions
are established;

(3)
timely filed
Government;

When appropriate,
and prosecuted by

patent applications
contractors or by

are
the

(4) The r i gh t s in patent
documented by f orma l ins truments such
assignments;

applications
as licenses

are
or

(5) Expedit i ous c o mmercial utilization of such
inventions is achieved.

b. With respect to the conveyance of license or
assignments to which t he Gove rnment may be entitled under the
clause of Attachment A, agencies should follow the guidance
provided in 41 CFR 1-9.109-5 or 32 CFR 9-109.5.

c. In the event a subject invention is made under
funding agreements of more than one agency, at the request of
the contractor or on their own init iative, the agencies shall
designate one ag ency as responsible fo r administration of the
rights of the Government in the invention.

17. Modification of Exi s t i ng Agencl Resulations.

a. Existing agency patent regulations or other
published policies concerning i nvent i ons made under funding
ag reements shall be modified as necessary to make them

_____ _ _ _ _ _ _ _ _ _ . _ . •. __ .. . _ . _ . __ • · _ n •. _ ••__. • _

17. Modification of Exi s t i ng Agencl Resulations.

a. Existing agency patent regulations or other
published policies concerning i nvent i ons made under funding
agreements shall be modified as necessary to make them

-- - - - - - -- - -- - . _- . - - - _ ._-- - - - -- --.-- -------_.. - .._-_._- - _._ - - - - - -
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consistent with this Circular and 35 U.S.C. §200-20 6. Agency
regulat ions sha l l not be more res trictive or burdensome than
the provisions of this Circular.

b. After March l, 1982, t hi s Circular and 35 u. s.C.
820 0-206 shall take precedence over any conflicting agency
regulat ions or policies .

18. Lead Agency Designation. In order to assist the Office
of Federal Procu rement policy to ensure that 35 U.S.C. §2 00­
206 and this Circular are implemented in a uniform and consis­
t ent manner, the f o l l owi ng responsibiLi ties are assigned to
t he Department of Commerce (he r e a f t e r referred to as "The
Depa rtment" ). Other agenc ies shal l fully cooperate and assi s t
in the carrying out of these r espons ibilities:

a . The Depar t ment wil l monitor ag ency regUla t ions and
procedur e s for consistency wi th the Act and t h i s Ci rcular, and
i t sha ll p r ovide recommendations t o OFPP and agenc ie s whenever
i t finds inconsistencies.

b . The Departmen t will cons ul t with r epr esen tatives of
19 agen c i es and cont rac tors to obtain ad vice on - -

(1) t he de ve lopment o f the period i c r eport ing
sys tem requi red unde r Part 10 of t hi s Ci r cula r , and

(2 ) change s in this Circular whi ch may be neede d
based on actual exper i ence unde r the Circula r.

c. The Departme nt wil l accumula te , main t a i n , and
publish such s t a tistics an d ana l ys i s on utiliza tion and
act i v i ties unde r t hi s Circular and under Gove r nment patent
pol ic ies and practices generally, as may be agre ed to be tween
t he Departmen t and OFPP.

d. The Depa rtment will make recommendat ions to OFPP on
change s tha t may be ne eded in this Circular.

19. Sunse t Revi ew Dat e . Thi s Ci r c ular shall have a policy
r e vi ew no l ater than t hr e e years f rom t he da t e of it s
issuance.

20. Ingu ir ies. All questi ons or inquir ies should be
submitted to t he Off ice of Managemen t and Budget, Office o f
Fede r a l Procurement Policy , t elephone number (202) 395-6810 ./ L-a·.. k~..~ . pr)A.~Do~ E. Sowle ~ A. Stockman
Admi n istrato r Di rector

- -

-. -._- - ._--- - --_._------ - - - - - - - - - --- -
- - - -- - _ ... _ .. .. ~ ..., J. ... ~:t , '- l:: .L. l::J!!lune numoer {:iU 2 } 395-6810 .

~) ~~<L~-a A~. .. t~"f:=__ . prj . .~
Do~~ E. Sowle ~ A. Stockman
Admi n is t ra to r Di rector
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ATTACHMENT A
CIRCULAR A-12 4

The following is the standa rd patent rights claused to be used
in funding agreements as pr ovided in Part 7.

PATENT RIGHTS (Small Business E' i n n.s and
Nonp r o f it Or ga n i zations) (Ma rch 1982)

a. De fin it i ons

( 1) " I nven t i on ll means any i nve nt i on or discovery
which is o r ma y be pa ten t able or othe rwise prot ectable under
Title 35 of the United States Code.

(2) IIS ubject I nvention" me ans any invention of the
contractor conceive d or first actua l l y reduced to pract ice in
the per f o r mance of work unde r th i s cont r act.

(3) "Pract i c a l Applica t i on" means to manu f acture in
the ca se of a composit ion or pr oduct, to p r ac t ice in the c a s e
of a p rocess or method , o r to oper a te in t he c ase of a mac hine
or sys tem; and , in each case, unde r such cond i t i ons a s to
esta bl i s h tha t the invent i on is be i ng util ized and that its
be ne f its are, to the exte nt permi t t ed by l aw o r Governme nt
reg ulations, avai l a ble to the public on reasonabl e t e rms.

(4) "Made " when used i n rela t i on to any i nvention
means the conce ption o r f i r st actual reduc tion t o practic e of
s uc h invent i on.

( 5) IISmal l Bus i ne s s F i r m" means a small busines s
conce r n as de f ined at Sect i on 2 of PUblic Law 85-536 (IS
U.S. c. §632) an d implement i ng regul ations of the Administra t o r
of the Small Busines s Admin istrat ion. Fo r the p urpose of t his
clause, the s i ze standards for small busine s s concer ns
i nvo l ved in Government proc ur emen t a nd s ubcontr act ing at 13
C.F . R. 1 21. 3-8 a nd 13 C. F.R . 121.3-12 , r espectivel y, will be
used.

(6) "Non prof it Or ganiza t ion" means a un ive r si ty or
o the r ins t i tution of highe r education or an organization of
t he type descr ibed in sec t i on SOl{ c) (3) of the Inte rnal
Reve nue Code of 1954 (26 USC §50 1 (c» and exemp t f r om taxation
under section 501 (a ) of the Internal Reve nue Code ,( 26 usc
§SOl (a » or any nonprofit s c i e n t if i c or educationa l or ga n i za ­
t ion qua lified unde r a s t a t e nonp r o f it or ganizat i on statut e .

UIl YO:; .... ;:>\::\...C\.oJ. v u ..>V ..I.. \Q} Ul. \.oIl\:: J.Ul.t: L.B d,J. rve v e n u e ,-Qu t: '\ "'tl UOI"..

§SOl (a » or any nonprofit s c i e n t if i c or educationa l or ga n i za ­
t ion qua l i fied unde r a s t a t e nonp r of it or ganizat i on s tatut e .
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b . Al loca t ion of Principa l Rig hts

The cont r actor may r e t a in t he entire r i ght , t i tle ,
a nd in te r est th roughout the wor l d t o e ach subjec t invent ion
s ub j ec t to the provi s i ons of t h i s c l a use an d 35 U.S .C. 203 .
Wi th r espec t t o any s ub j ect invent i on in wh i ch the contr acto r
retains ti tle, t he Feder al Gove rnment s hal l have a non-exclu­
sive, non-transfe r able, i rre vocable , pa i d-up lic ens e t o
pract i ce o r ha ve p r act i ced fo r or on be hal f of the Un i ted
Sta tes t he s ub j e c t in vention t hroughout t he wor ld.

c. Inven t ion Disc losure , Election of Ti t l e and Filin
of Paten t App l c a tlon s y Contrac tor.

(1 ) The con t r ac tor wil l d isclose each SU bject
invent i on t o t he Fede r a l a ge nc y wi thi n two mon t hs a fter t he
inven tor discloses it i n wri t ing to contrac tor pe rsonne l
r e sponsible f o r pa t en t matte rs . The d i sc l osure to t he agency
shall be i n the form o f a wr i t ten r epor t and s hal l i dent i f y
t he contr act und er which t he invent i on wa s made and the
i nve ntor(s). It sha l l be SUf fic i e ntly complete in techn ica l
de t a i l t o con vey a clea r unde r stand i ng, to t he ex t ent known at
the t i me of the di s c l osure , of the na tu r e, pu r po se , operation ,
and t he physi c al , c hemi cal , biological or e l ect r ical charac­
t e r ist ics of t he invention . The d i sc l osu re s hall also
i dent i fy any pUblicat i on , on s a l e or publ i c us e of t he i nve n­
t i on and whet he r a manusc r ipt de sc r ibing the invent i on ha s
bee n subm i tted for publ i ca t i on a nd , if so, wh e t he r i t has been
acce pt ed for publ ication a t t he t i me of disclos ure . I n
addi tion, after d i sclosure to the agenc y , t he cont r ac tor wi l l
promp. ~ l y' not i f y .t he a~encl of t he .accept ance of any manusc r i p t
desc r I bi ng t he I nven tion or publication or of a ny on sale or
publ ic use planned by t he contractor .

(2 ) Th€ contr ac t o r wi ll elec t in wr i t i ng whethe r or
no t t o r eta in t itle to any suc h invention by not i fying t he
Fede ral agenc~ with i n t we l ve mont hs of d isc losur e t o the con­
t rac to r ; pr OV i ded t ha t in any ca se whe r e pu blicat i on , on sale
or public us e has in ! t iated t he one year s t atut ory per i od
wher ein val id pa t ent prot ection ca n sti ll be obta ined i n t he
United States , t he pe r i od for elec t i on o f t i t l e may be
sho r t ened by t he a~ency t o a da t e t hat is no more than 60 days
pr i o r t o t he end 0 t he s t atutor y period.

( 3) The con t ractor will file i ts i n it ial pa t en t
appl i ca t i on on an elected i nve nt i on wi t hin two year s a ft e r
e lec t i on or, i f earl ier, pr iorto t he end of any s ta tutor y
per iod wher e i n val id patent prot ection can be obtained i n the
Un i t ed States aft e r a pu bl i c a tion , on sale , or pu blic use .
The con t ractor wi l l f i le patent appl i c a t i ons i n add i t i onal
countries with i n e i t her t en months of the corresponding
i nit ia l patent a ppl ica t i on o r s i x mon ths from t he date

. ... •_ _ ... . •. . _ _ .. _ u _._ . . _ . o .m _ _ .. . .. ..._ . . _

- 1:"1:" v .. V ii a u l:::J.,= {.; t::eo l nvent.lon within two year s a ft e r-
e lec tion or , i f earl ier, pr ior to t he end of any s ta t utor y
period wher e i n valid pa ten t prot ection can be obtained i n the
Un i t ed States a f t er a pu bl i c a tion, on sale , or pu blic use.
The con t rac tor wi l l f i le patent appl i c a t i ons i n add i t i ona l
countries with in e i t her t en months of the cor responding
i ni t ia l patent appl ica t i on o r s i x mon ths from t he da t e

._ - - - -_.- _ .. - - - - - -_ .. - --- -. . _ --- . -_ ...- _.- ._ --- .._ _.
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permission is granted by the Commiss i oner o f Patent s and
Trademarks to f ile fore i gn patent applica.t ions where such
filing has be en pr ohi bi t ed by a Secrecy Order .

(4) Reque s t s for ext e nsion of t he time fo r
disclosure to the agency, elect ion, and filing may, a t the
discretion of the funding Feder a l agency, be gr anted.

d. Cond itions When t he Government May Obtain Title.

(I ) The con tractor will convey t o the Federal
ag ency, upon wr itte n r eque s t, t i t l e to any s ub j ec t invention:

0) If the cont ractor fa ils to d iscl ose or
elec t the sub ject i nve nt i on ~ithinthe times specif i ed in c.
above, or elects not t o reta in title .

(ii) I n t hose countr ies in wh i c h the
contractor fa i ls to fi l e patent applicat ions within the times
speci fi ed i n c. above : provided, however, that if t he
con tractor has f i led a patent appl i cation in a count r y after
the t imes spec if i ed i n c ., above , but pr i or to its receipt of
t he written r equ est o f t he Fede r al . agenc y , t he contractor
shall continue to reta in ti tle i n that country.

(i ii ) In an y count r y i n which the
contractor decides not to continue t he prosec ut ion of any
application fo r, to pay the ma intenance fees on , or defend in
reexaminat i on or opposi t i on proceeding on , a patent on a
s ubj ec t i nven t i on .

e . Minim um Ri~hts to Contractor

(1) The contractor wi l l r e ta in a nonexc lus i ve ,
royalty-f ree l i cens e throughout t he world i n eac h s ubject
invention to which the Government obtains ti tle except if the
contractor fa i l s t o disclose the sub j e c t i nvent i on within the
t imes spec ified i n c., above. The cont r actor's license
extends to i t s dome s t ic subs id iaries an d affiliates, i f any,
with in the corporate structure of which the contractor is a
party and i nc l ude s the right to grant sublicenses of the same
scope to the ex tent the contractor was legally obl iga ted to do
s o a t the t ime the contract was awar ded. The license is
transferable only wi th the approval of t he fUnd i n% Federal
a1ency except when transfer red t o the successor oft at party
o the contractor's busine ss to whi ch the invention perta ins.

(2) The con t rac tor ' s domesti c license may be
revoked or mod i fied by the fund ing Fede r a l a1enCjl t o the
extent necessa r y to achieve expeditious practica appl ication

- -
- - - - - - ~ .....w ..... w:::o ;::; \:u wn lcn the invent ion perta ins.

(2) The con t rac tor' s domesti c license may be
revoked or mod ified by the · fund ing Fed eral a1enc y t o the
extent necessa r y to ach i e ve expeditious practica appl ication

_ . • __um. • • • _
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of the subject i nvention pu r s uant to an appl i c a tion f o r an
exc l us ive licens e s ubmi t t ed in accordance wi t h applicabl e
pr ovisions i n the Federal Pr operty Management Reg ul ations .
This l icens e wil l no t be r evoked in t hat f ield of use or t he
ge ographic al a reas in wh i ch t he contr actor ha s ac~ i eved

practical applic a t i on an d continue s to make the bene f its of
the i nvention reasonably ac cessible to t he public. The
l i c ense i n an y forei gn count r y may be revo ked or modified at
t he di s c r e tion o f the f und ing Federal agencl to the extent t he
con t r actor, its licensees , or its domestlc s ubs i d Lar i e s o r
af f il Ia t e s have f ailed to ach ieve pr ac t ical appl i c at ion in
that fo r e i gn country.

( 3) Be fo r e r e vocation o r mod i fic a t i on of t he
l i c ens e , the fun d ins Fede r a l ag ency wil l f ur nish the
cont ractor a wr i tten notice o f its intention to revo ke or
modi fy the license, an d t he contractor wi ll be a l l owed th i r ty
day s (or such othe r time as may be au t hor i zed by t he funding
Fede ral asency fo r good ca us e shown by the con t r actor ) afte r
t he notice to show ca us e why t he l icense shou l d no t be r e voked
or mod if i ed. The contrac t or ha s t he right to appeal, in
accordanc e wi t h applicable regUl a tions i n t he Fede r al Proper t y
Manag ement Reg ul a t ions conce rning the lic ensing of
Gove rnment- owned inventions, any decis i on conc erning the
r evocat i on or mod i f ica t ion of i t s license .

f . Cont r actor Action t o Pr otec t t he Gove rnments
Inte r e st

(1 ) The contractor agree s to exec ut e or to have
e xecut ed and prompt l y deliver to the Federal agency all
instr umen t s ne ce s s a r y t o ( i) establ i sh or con f i r m t he r Iqhts
t he Government ha s t hroughou t the wor l d in those sub ject
i nvent ions t o whi ch the contr ac tor elects to re t a in t it l e, and
(i i ) convey ti t Le to the Federal ag ency when req ue s t ed under
par agraph d . above , and t o ena ble the Government t o obt ain
pa t ent protec t ion t hr oughout the world in t hat subject
i nven t ion .

(2) The contractor agrees to r equire, by wr itten
agreemen t , it s employee s , o t her than cle ric al and non­
t echnical employees, to discl ose promptly in wr it i ng to pe r ­
sonne l i dent i fied a s r e s pons i bl e f o r the administration o f
patent ma tter s and in a for ma t s ugges t ed by the cont racto r
each sub ject invention made under cont rac t i n orde r t hat t he
contr actor can comply with t he di sclosur e pr ovi sions of
p~ragraph c . a bove , an d to exec ute al l pa pers neces sary t o
fI le pa tent appl i cations on subject inventi on s and to
e s t abl i sh t he Gover nmen t 's righ ts in t he s ub j ect i nve ntions.
Th i s disclos ure fo rma t s hould r equ i r e , a s a min i mum , t he

--- - -- - .__. _ - -

I,,;U JH . u n ;1:0 r; can oompr y Wl 't.n nne c r sci.os ur e pr ovi s ions of
paragraph c. a bove , and to execute al l papers neces sary t o
file pa tent appl i cations on subject inve ntion s and to
e s t abl i sh t he Gover nment 's righ ts i n the subject i nve ntions.
This d i sclos ure fo rma t s hould r equ ire , a s a min imum , t he
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information requi r ed by c. (1) above . The contr acto r shal l
instr uct s uch employees through employee agreement s or o t he r
sui table educat ional progr ams on the importance of repor t ing
invent ions in sufficient t i me to permi t the fil i ng of patent
appl i ca t i ons prior t o U.S. or foreign statutory bar s.

(3 ) The c'ont r actor will noti f y t he Federal agency
of any dec i sion no t to cont inue t he prosecut ion of a patent
application, pay maint enance f ees, or def end in a reexam ina­
t ion or oppos it ion proceed i ng on a pat ent , in any country, no t
less t han t hirty days before t he expirat ion o f t he re sponse
period requi red by the relevant patent off ice .

(4) The cont r ac tor agr ees t o include, wi th i n the
spec i f icat ion of any UniEedSt ates pa t ent application and any
pa tent issuing t he r eon cove r i ng a s ubj ec t i nvention, t he
f ollowing statement, "Thi s i nvent i on was made wi t h Gove rnmen t
s upport under (i dent i f y the contract) awa r ded by (ident i f y t he
Fede r al agenc y) . The Gove r nment has certain rights in t h is
invention. "

g . Subcontracts

(1) The cont r actor will i nc l ude t h i s clause,
s ui tably mod i f i ed t o i den t ify the par t i e s , i n a l l s ubcon­
t r ac t s, regar d l e s s of t i e r , f or exper i ment a l deve l opment al or
re sea rch wor k to be per f ormed by a small bus iness firm or
domesti c nonprofit organ izat ion . The s ubcontractor wil l
re tain all right s provided fo r t he cont r ac t or in thi s clause ,
and the contr actor wi l l not , as pa r t of t he cons i deration f or
award ing the s ubcont r act, obtain r ight s in t he s ubcontracto r 's
subjec t i nvent ions .

(2 ) The cont r acto r will i nclude i n all other
s ubcon t rac t s , r egardles s of tier , for experimental, deve lop­
menta l or researc h wor k the patent r i gh t s cl ause requi r ed by
(c ite sec tion of a enc im lementtn r eClul a tions, FPR, _-o r
DAR •

(3) I n t he case of s ubcontrac ts, a t any tie r , when
t he prime award with t he Fed e r al agency was a cont r ac t (but
no t a gr ant or cooperati ve agreem ent ) , the agency, subcontrac­
tor , and the contr actor agree t ha t the mut ua l obligations of
the pa r t i e s created by this clause const i t ute a contract
between the subcontr actor and t he Federal agency with respect
t o t hose ma tters cover ed by th i s cla use.

h. Repor ting on ut ilizat ion of Subject Inventions

The cont r ac t or agrees t o su bmit on request periodic
repor t s no mor e frequent l y than annual l y on the ut ilization of

.. - - -
_ • • - ... _ .......... ... o; L i:) \,;u ver ea oy cn i s cla use .

h. Repor ting on Utiliza t ion of Subject Inventions

The contractor agrees t o su bmit on request periodic
repor t s no mor e frequently t han annua l l y on the utilizat i on of

- - - - -_. ._ ------- ----- _. .. _. _- -_.
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a sUbject invention o r on efforts at obtaini.ng such utiliza­
tion tha t are being made by the contractor or its licensees or
assignees. Such reports sh a l l include information regarding
the status of development, date of f iIst commercial sale or
use, gross royalties r ec e i ved by the contractor, and such
other data and information a s the atenc~ may reasonably
specify. The contractor also agrees ~o provide additional
r epo r t s as may be requested by the agenc¥ in connectionw! th
any march-in proceeding undertaken by the mncy in accordance
with paragraph j. of this clause. To the extent data or
informat ion supplied under this section is conside red by the
contractor, its licensee or assignee t o be privileged a nd con­
fidentlaiand is so marked , the Tency ag r ees that, to the
e xten t permitted by 35 usc 1202 (c =(~), i twill not disclose
such i nformation to per sons outside the Government.

i. Preference for United State s Industry

Notwithsta nding any othe r pr ovis ion o f this clause,
t he cont r ac t o r agree s that neithe r it nor any assignee will
gran t t o any person the exclusive right to us e o r s e l l any
SUbject inve n tion in t he United Sta t es unless s uch person
agree s t hat any products embod y i ng t he subject inve nt i on o r
pr od uc ed through the use of the SUbject invention wi ll be
manufac tured substantia l ly i n the Un i t ed States. However , in
i nd i v i dua l c a se s , the requir ement for such an ag r eeme nt may be
wai ved by the FederalaS!ensy upon a showing by the contractor
or i ts ass ignee tEat reasonabl e but unsucce s s ful efforts have
been made t o grant licenses a n similar terms t o potential
lic ens ees that would be like l y ta manufacture s ubs t ant i a l l y in
the United State s or that unde r the circumstances domestic
menuract. ur e is no t commercial l y fea s i ble .

j . Ma r c h- i n R.ights

The contrac t o r agrees t ha t with r espect t o any
subjec t i nv en tion inwnich it has acqui r ed t i t le , t he Federal
a~ency has the r ig ht in accord ance wi t h t he procedures in OMB
Clrcular A- (a nd age ncy r egUla t i ons at ) t o r eq u i r e t he
con tractor , an ass ignee or excl usive licensee of a subject
i nvent I on to grant a non-exclusive, partially exclusive , or
excl usive license in any f i eld 0 .[ use t o a r espons i bl e appli­
cant o r appl icant s, upon t erms that are r easona bl e unde r the
circumstances, and if the cont r actor assignee, o r eXCl us i ve
licensee refuses s uch a reque st " t he Federal agenc~ has the
right to grant suc h a l i c ense itsel f it tne Federal agency
determines that :

(1) Suc h ac t ion is nece s sary because the
contractor o r assignee has not taken, or is not expected to

__m _ _ ~ • _

right to g rant such a l icense itsel f if the
U

,~cferal. agency
determines that :

(1) Suc h ac t ion is nece s s ar y because the
contractor or assignee has not taken, or is not expected to

______ • • __ m _ _ ~ • _
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take wi t hin a rea s on a ble time , e ffec t i ve steps to ach ieve
pract ica l applic a tion of t he subject invent i on i n such f i eld
of use.

(2 ) Suc h act ion is necessary to a l l e v i a t e hea l t h or
safety needs which are no t r eas ona bl y satisfied by the
contrac t or, a ssignee, o r t heir l icensees ;

(3) Such action is necessary t o mee t r equ irements
for. pu blic use spec ified by Fed eral regulat i ons and such
r eq ui rements ar e no t rea sona bl y satis fied by the contrac tor ,
assignee, o r licensee s; or

(4 ) Such action i s nece s s ar y because t he ag r eement
requir~d by pa r agraph i of this c l ause has not been obtained
or wai ve d or because a lic en s ee of the ex c l us ive right t o use
or s e l l any s ubj ect i nvent i on i n the Un i t ed Sta tes is i n
br eac h of such ag r eeme nt .

k , Spec i a l Prov i s i ons for Contracts wi th Non-pro f it
Ors ani za t ions

If t he cont r ac t o r is a non - profit organization , i t
agr ee s tha t :

(1 ) Rights to a s ub ject inve ntion i n the Un i ted
States may no t be ass igned without the approval of the Federal
a~ency , except where such assignment is made to an organi z a~
tlon wh i c h has as one of its primary f unct ions t he management
of inven t i ons a nd which i s not, i tse l f , eng aged in or does not
hold a substan tial interest in othe r organ izations engaged in
t he manufactur e or sa l e of pr oducts or the use o f proce s ses
tha t might ut il ize the i nvent i on or be in competi t i on wi t h
embod i ment s of t he invention pr ov i ded that such assigne e will
be s ub j ec t t o the s ame provis i on s as t he con tracto r) ;

(2) The cont r ac t o r may no t gran t exclusive
l icenses und e r United States paten t s or pa t e nt applica tions in
s ub jec t invent i ons to persons ot her than sma l l bus iness firms
for a per i od in excess of t he ear l ie r of :

( i ) five years fr om first comme r cial s ale or use of
t he i nve n t i on ; or

( i i ) eigh t years fr om t he date o f the exclusive
licens e excepting that ti~e befor e r eg ulatory ag encies neces­
sary to obta i n premarke t c learance, unless on a case-by-c a se
bas is, the Federal agency approves a longe r exclus i ve licens e.
If exclus ive f ield of use lic enses are granted , comme rcial
sale or use in one field of use wi ll not be deemed commercial

- - - - - - - --- - -- ---- ----------- - - - - - - - - -
--J " ~ J ~ ""' J.'::> .l. L U m c ne n a t e of the exclusive

license excepting that ti~e befo r e r eg ulatory agencies neces­
sary to obta i n premarket c learance, unle ss on a case -by- c a s e
basi s , the Fede r al agency approves a longe r exclus ive licens e.
If exclus ive fi eld of use l i c ense s are gran ted , comme rcial
sale o r use in one field of use wi ll not be de emed commerc ial
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sale or use as to other fields of use, and a first commercial
sale or use with respect to a product of the invention will
not be deemed to end the exclusive period to different subse­
quent products covered by the invention.

(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 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. i~_~

1. Communications. (Complete According to Instructions at
Part 8.b. ot this Circular).

,,'.

END OF CLAUSE

~~ ~ _~~~_ ~ n~ _u~ ~ . __ • • ~ ~~_ ~ • • _
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W AS H ING TON , D .C. 20503

OFFICE OF I"EDERAL
PROCUREMENT POLICY

OFFI CE OF MANAGEMENT AND BUDGET
OFFICE OF FEDERAL PROCUREMENT POLICY

Circular No. A-l24, Patents -- Small Firms
And Non-Profi t Organizations

Agency: Office of Federal Procurement Policy, Office of
Management and Budget.

Action: F inal Rule.

Summar y: Th is Circular, issued pursuant to t he authority
contained in P.L. 96-517, sets forth policies, procedures and
a standard clause for executive branch agency use with regard
to inventions made by small bus iness firms and non-prof it
organizations and universities under fund ing agreements
(contracts, grants and cooperative agreements) with Federal
agencies where a purpose is to perform experimental, develop­
mental and research work. This supersedes OMB Bulletin No.
81-22 and reflects public comments received on OMB Bulletin
No. 81-22.

Effective Date: March 1 , 1982.

For Fu rther Information Contact:
Associate Administrato r, Off ice
Policy, 726 Jackson Place, N. W. ,
(202) 395-6810.

Mr. Fred H. Dietrich,
of Feder a l P rocurement

Was hington, D.C. 20503,

Supplementary Information: Th is Circular is a rev ision of OMB
Bulletin No. 81-22 which was issued on July 1, 1981,
accompanied by a request for comments from the public and
Federal agenc Le s , Approximately 138 comments were rece i ved
from individuals, universities, nonprofit organizations,
industrial concerns, and Federal agencies.

Copies of all the comments are available on record at OFPP. A
compilation of summaries of the comments organized by Bulletin
sect ion along with a rationale f o r t he i r dispos i tion can be
obtained by writing to: Fred Dietrich, address as above.

The Bullet in has been reformated for easier reading and
simpl ified reference 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 use of the
s tandard c lause have been consolidated in Part 7.
Instructions for modification or tailoring of t h e clause have
been consolidated in Part 8. Othe r genera l policies relating
to the clause or the Act have been t r e a t e d in separate parts .

------ - - - - - - - - - -- - - ----_.._- - - - --'
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Some of the more significant changes that were made as a
result of the comments are discussed below. Explanations are
also given as to why certain comments were not adopted.

I. Comments Relating to policy and Scope Sections

A. Subcontracts

A number of comments
application of the
Revisions were made
concern.

indicated that more clarification on the
Circular to subcontracts was needed.

in Par t 5 and Par t Tc , to address this

B. Limitation t o Funding Agreements Performed in the United
States

There were also a large n umbe r of comments questioning the
limitation of t he Bulletin to funding agreements performed in
the United States. The Circular has been revised to eliminate
any distinctions based o n where the funding agreement is
perfor med. However, the defini tion of "nonprofit
organization" at 35 USC 20 1 has been interpreted to cover only
domes tic nonprofit organizations. The definition of "small
business" in SBA regulations which are referenced in the Act
excludes fo reign business. A strong argument can be made that
the Congress did not include foreign nonprofits. For example,
that part of the statutory definition referencing
organizations "qualified under a State nonprofit organization
statute" clearly is limited to u.s. organizations. Similarly,
that part of t he definition referencing Section 501 of the Tax
Code manifest an i n ten tion 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.

C. Inventions Made Prior to July 1 , 1981

Part 5 of the Circular was revised, as suggested by
commentors, to encourage agencies to treat inventions made
under fund ing ag reements predating the Act in a manner similar
to inventions under the Ac t, if such action is consistent with
law.

D. Collaborat ive Resea rch and "De minimus" Recommendat ions

There were several comments that some "de minirnus " standard be
established to define a threshold contribution of government
funding to the making of a jointly f unded invention below
which the Circular regulations should not apply. These
recommendations were rejected as being inconsistent with the

_ _ _ _ _ •• •• _ • • • • • • • . . _ _ u . n _ _ • _ _

'l'ne re were sever al c omme n t s t hat some "de min irnus I . standa rd be
established to define a threshold contribution of government
funding to the making of a jointly funded invention below
which the Circular regula tions should not apply. These
recommenda tions were rejected as being inconsistent with the

_ u _._. ._. __. _ _.. . . . _
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Act which does not define subject invention ~n 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 not provide adequate guidance on the obligations
of a recipient of government research funds when such research
is closely related to other research sponsored by an
industrial concern. Since one of the primary purposes of P.L.
96-517 is to foster cooperative research arrangements among
government, universities and industry in order to more
effectively utilize the productive resources of the nation in
the creation and commercialization of new technology, it is
important to remove any doubt as to the propr iety of such
cooperative arrangements and the proper application of the
Circular to them.

Traditionally there have been no conditions imposed on
research per former s by the government wh ich would preclude
them from accepting research funding from other sources to
expand, to aid in completing or to conduct separate investi­
gations closely related to research activities sponsored by
the government. Such complex funding arrangements are a
necessity given the limited 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
supplemental funding from other sources for the purpose of
expediting or more comprehensively accomplishing the research
obj ect i ves of the governme.nt sponsored project, it is clear
that the Act would remain applicable to any invention "con­
ceived or first actually reduced to practice in performance"
of the project. Separate accounting for the two funds used to
support the project in this case is not a determining factor.

To the extent that a non-government sponsor establishes a
proj ect which, al though closely related, falls outs ide the
planned and committed activities of a government funded
project and does not diminish or distract from the performance
of such activities, inventions made in performance of the non­
government sponsored project would not be subject to the
condi tions of the Act. An example of such related but
separate projects would be a government sponsored project
having research objectives to expand scientific understanding
in a field with a closely related industry sponsored project
having as its objectives the application of such new knowledge
to develop usable new technology. The time relationship in

._ _.._--_._- - _._ _._--- - - - - - - - - -
. - - --- _~ n. -------~ - .... ."ol~loool~""J..X wt-'Vl1::'UL.ea pr o j ec t

having as its objectives the application of such new knowledge
to develop usable new technology. The time relationship in
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conducting the two projects and the use of new fundamental
knowledge from one in the performance of the other are not
important determinants since most inventions rest on a know­
ledge base built up by numerous independent research efforts
extending over many years. Should such an invention be
claimed by the performing organization to be the product of
non-government sponsored research and be challenged by the
sponsoring agency as being reportable to the government as a
"subject invention", the challenge is appealable as described
in Part l 4 . c .

An i nven t i on which is made outside of the research activities
of a government funded project but which in its making oth~r­

wise benefits from such project without adding to its cost, is
not viewed as a "subject invention" since it canno t be shown
to have been "conceived or first actually reduced to practice"
in performance of the project. An obvious example of this is
a si tuation where an instrument purchased with government
funds is later used, without interference with or cost to the
government funded project, i n making an invention all expenses
of which involve only non-government funds.

E. Reports to the General Accounting Office

In response to the comment of one agency, Part 7.b.(2) was
amended to avoid the necessity o f agencies that do not enter
into research grants or contracts with nonprofit organizations
or small businesses from having to make reports to the
Comptroller General.

F. Right t o Sublicense Forei gn Gove rnments

Several commentators expressed concern that the optional
lang uage author i zed for add i t ion to the standard clause to
permit SUblicensing in accordance to t reaties or international
agreements was too open-ended. In response to t his Part 8.d.
now requires that existing treaties and international
agreements be identified when the optional language is used.
However, i n view of the broad wording of the statute, agencies
may continue to use the optional language for "future"
treaties at the ir discretion. However, specific language has
been added to encourage agencies to drop the reference to
future treaties unless shown to be in the national inte rest.

One agency also expressed the conce rn that the language in the
Bulletin was t oo l imited and i mp l i e d only a right to
sublicense, whereas some international agreements call for
more extensive r ights. Section 8.d. has been rev ised to make
clear that more than the right to sublicense can be taken.

-- ... ............ _ "'" \-.L.£'O;: ~a.,u.':1 ua~~ J.!1 Llle

Bulletin was t oo limited and implied only a right to
sublicense, whereas some international agreements call for
more extensive r ights. Section 8 . d . has been revised to make
clear that more than the right to sublicense can be taken.



5

G. Publication or Release of Invention Disclosures

Some agencies expressed the concern that the language in Part
S.b. {4} of the Bulletin required agencies to delay pUblication
for excessive periods. Careful review of the language of Part
5. b (4) ind icated that it needed to be restructured to more
clearly distinguish between situations where the publication
of technical reports was involved and s i tuations where the
release or pUblication of invention disclosures provided as
requ ired under the standard clause was involved. Part 9 has
been revised to distinguish between the two and to clarify the
pol icies in t he two situations.

H. Repor ting on Utilization of Subject Inventions

In response to the comments of one agency and to minimize the
burden on contractors, Part 10 prov ides t hat agencies shall
not implement their rights to obtain ut ilization reports under
the standard clause until a Government-wide reporting format
is established. This will be one of the first tasks of the
Department 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 P.L. 96-517. Accordingly,
language was r e v i s e d to provide that such reports "shall not"
be d isclosed under FOIA to the extent permitted by 35 USC
202(c.) (5 ).

I. Procedures for Exercise of March-in Rights

35 USC 203 requires that march-in
accordance with OFPP regulations.
comments on the procedures included
number of changes have been made as a

rights be exercised in
The re were extensive

in the Bulletin and a
result of the comments.

Sever al agenc ies felt the procedures were too formal and
cumbersome. Some universities were also concerned that there
did not appear to be a way for an agency to reject a march-in
without going into a full-blown procedure. To address these
concerns part 13.b. was added to prov ide for an informal and
rapid agency decision making process as to whether or not to
begin a more formal proceeding. Part 13.h. was also added to
make clear that an agency could discontinue a proceeding at
any time it is satisfied tha t march-in i s no t warranted. This
emphasizes t hat march-in is strictly a matter for agency
discretion. Even thoug h an agency may begin march-in because
of the complaints of a third-party, that third party does not
have standing and cannot insist on e ithe r the init iation or
continuation of a march-in proceed ing .

__ __ ______ _ ._n -- - -.-- -- . - .... \oo.,L ..L~'-.Ly a matter for agency

discretion. Even thoug h an agency may begin march-in because
of the complaints of a third-party, tha t t hird party does not
have standing and cannot insist on eithe r the init iation or
continuation of a march-in proceeding .
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A number of universities asked that time limits be placed on
the duration of a march-in proceeding. It is not believed to
be practical to place an overall time limit on a march-in
proceeding, particularly since delays in fact-finding 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
addition, Part 13.g. places a 90 day time limit on the
issuance of a determination after fact-finding is completed.

Several universities also recommended that march-in
determina tions be appealable to the lead agency. However,
t his reconunendation was not adopted. It is believed the
procedures established will ensure that march-ins are only
exerc ised after careful consideration. Contractors may also
appeal any arbitr ary decisions or those not conducted in
accordance with proper procedures to the courts.

Part 13.j. was added to c lar ify the relationship of the
procedures of t he Contract Disputes Act to the march-in
procedures of Part 13 c. -g. to the extent a determination to
march-in is considered a cont ract dispute.

Several universities also recommended that march-in
proceedings be closed to the public where confidential
information might be disclosed. Language has been included in
Part l3.e. to require this. The information on utilization
obtained as part of a march-in is considered within the scope
of the u t i l i z a t i on informa tion which agenc ies are required to
obtain the r i g h t t o under 35 USC 202 (c ) (5), and t he same
sta tutory exclus ion from disclosure is applicable to it. It
can also be expected that t h e same information would be trade­
secret informa tion exemp t from public disclosure.

J. Appeals

As a result of a number of comments, it was determined that
the appeals provisions of Part 5.g. of the Bulletin did not
address the ful l scope of appealable decisions and that
particularly i n forfeiture cases more detailed procedures
should be followed. Part 1 4 has been revised accordingly.
However, other recommendations to allow appeal to the lead
agency were not adopted since a number of agencies were
concerned tha t this would interfere wit h their prerogatives.

Since it is antic ipated tha t i n contract situations a n umber
of these ac tions would be subject to t he Con tract Disputes
Act, language was added to Part 14 to expressly acknowledge
that procedures under that Act would full y comply wi th the
requ irements establ ished in Par t 14 .

- --- - - - - - -- -- - - - -- - .._-- - - - ._ -. _ - -- --- - - - - - _ .._- _ ._ - - - - - - - - -

Since it is anticipated that i n contract situations a number
of t hese act ions would be subject to the Con tract Disputes
Act, language was added to Part 14 to expressly acknowledge
tha t procedures under that Act would full y comply wi th the
requ i rements established i n Pa rt 14 .

------------ --- -- - - - - ----- - _._- ----._ - - - _._- - - -- - - ---- - - -
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K. Multiple Sources of Agency Support

One university suggested that there was a need for additional
guidance in cases when a subject invention can be attributed
to more than one agency funding agreement. To address this
concern Part l6c. was added to require agencies to select one
agency to administer a given sUbject invention when there have
been multiple agencies providing support. It is intended that
only that agency could then exercise march-in or take other
actions under the clause. I t would be a matter between the
agencies as to how any actions of the selected agency would be
coordinated with the others.

L. Lead Agency

Bulletin 81-22 noted that the lead agency concept was unde r
d iscussion and solicited comments on this matter. The
Department of Conunerce has been selected as the new lead
agency based on i t s prior experience and wide ranging i n t e r e s t
in technology transfer, productivity, innovation and
Government patent policy. The lead agency will, among other
assignmen ts, review agency implementing regulations:
disseminate and collect information: monitor administrative
or compliance measures; evaluate the P.L. 96-517's implementa­
tion; and reconunend appropriate changes to OMB/OFPP.

M. O~t ional Clause Language at Section 5b. (1) (Vi) of the
Bulletln

The most commented upon aspect of the Bulletin was the
optional reporting language a uthor ized by Part S.b. (1 ) (vi).
Approximately 70 conunents were received from universities and
nonprofit organizations object ing to its use. The premises
underlying the rationale for the optional language was brough t
in question by a number of commentors. Many others made the
point that the use of the clause would undermine thei r
licensing efforts, result i n nonreporting of inventions by
i n ve n t o r s , and would generally be counterproductive. By way
of contrast no agency provided any rationale for the need for
t he s e provisions.

In view of the comments and lack of any established need for
the optional language, part S.b.(l) (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 o f the Circular that
relate to the issues raised by the optional language.

----- -- -- -------- - - - ---..--- - - -- -- ----- _.. ~ .t' ....... a'::lJ.opli c .
... u <;; .:><.oUUclro c i ause of Attachment A of the Circular that

relate to the issues raised by the optional language.

-- - ---- --- - ----- - ---------- - - - --
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II. Comments on Standard Patent Rights Clause

A. Paragraph b.- License to State and Local Governments

One agency sugges ted that the right to license state and local
governments be made part of the standard rights of the
Government. This, however, has not been done since the
granting of licenses to state and local governments is not
consistent with P.L. 96-517. That statute defines the
Government's license rights, and any expansion of these
rights, would have to be justified under the "exceptional
circumstances" language of 35 USC 202 on a case-by-case basis.
It i s not antic i pa ted that the taking of such rights would
ordinarily be consistent with the policy and objectives of the
Act since such licenses have acted as a disincentive to
general commercialization. Thus, while appearing to be usefu l
to state and local governments such l icenses have actually
acted to their d isadvantage to the extent they have precluded
private development of inventions useful to state and local
governments.

B. Paragraph c. - Reporting, Election, and Disclosure

There were a number of comments on various aspects of
paragr aph c. As a result some changes have been made. In
general, these changes were designed to prov ide a reasonable
accommodation to the inte rests of several agencies in
obtain ing early knowledge of inventions and to minimize the
possib ility of statutory bars being created in situations
where the agency might wish to see k patents if the contractor
does not elect r ights. Thus, the reporting period was lowered
from six months to two months after contractor personnel
become aware of the invention. Paragraph (c) (1) also contains
revised language to ensure that contractors keep the agency
informed as to i ni tia tion of the one year sta tutory per iod
within which a patent application must be filed in order to
obtain a valid patent in the United States. The period in
which an agency may require an election of rights has also
been increased from 45 days prior to a U.S. statutory bar to
60 days. However, the requirements t ha t a contractor also
file 45 days prior to t he bar date has been eliminated, but
paragraph (c) (3) has been revised to require the contractor to
file before the u . S . bar date in all cases. It is believed
that it would be rare for a contractor to elect and not f ile
within this time. It is a lso expected that an interested
agency should be able to discuss with a contractor its plans
for filing. If the contractor has subsequently changed its
mind, the agency should be able to either convince the
contracto r to rescind its 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

- - - - - - - ----------------~._. - - _...... ...
....... H> e i ao expected that an interested

agency should be able to discuss with a contractor its plans
for f il ing. If the con tr actor has subsequently changed its
mind, the agency should be able to ei ther convince the
contractor to resc ind its election or to take ti tle 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

- -_._- - - - -- -- - - - -

- ._ - - - _ ..---- - - - - - - - - - -
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given to tightening up the clause provisions to cover cases
when a contractor elects but makes no progress towards 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 is not intended to 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 shor t, the clause provisions have been wr i tten to ensure
that agenc ies are able to make U. S. f il ings in cases when
cont ractors have received reports from their inventors in time
to allow this but are not themselves interested. Where such
initial filings have been made, the c lause is designed to
protect the opportunity for the filing of foreign patents in
cases when a bar was not created prior to the initial filing.
However, it has been determined to be unreasonable to require
contractors to for fe it domestic rights because pub), icat ion
creates an immediate bar to valid patent protection in some
foreign countries.

C. Paragraph k

There were several comments on paragraph k. Some commentators
were apparently unaware that these restric tions are required
by P.L. 96-517. One commentator incorrectly interpreted
paragr aph k . (2) as requ ir ing agency approval of exclus i ve
licenses to large firms, whereas the language only requires
approval of licenses 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 that the use of the word "any" could be inter­
preted as requir ing sharing of gross royalties, whereas many
un iversities have sharing formulas based on net royalties. In
response to these comments, the word "any" has been dropped
since it is not in the statutory language. The intent is that
nonprofit organizations share either on a net or gross basis
in accordance with thefr usual policies.

There were also a few comments t ha t some min imum shar ing
formula be established. However, this suggestion was rejected
as being i nc ons i s t e n t with the l e g i s l a t i ve intent as manifest
on p. 33 of Senate Repor t 96-48 0.

- - -- ----- - - -- - - - -
,-,..JUunents t ha t some min imum shar ing

LULmULa be established. However, th is suggestion was rejected
as being inconsistent with the l egislative intent as manifest
on p. 33 of Senate Report 96-48 0.

--_.- ~ .-~' ._-- - - ._---- .- -.<
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Paragraph 1 -- Communications

A new paragraph 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 parag=aph 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 communi­
cations to the agency were required.

OMB Circular No.A-124 follows.

D!QE""s~:t-eJ:~
A~~:trator

_ _ _ _ _ _ _ • • _ _ • n . • _
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