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The conference will, on the basis of the facts available:
1. Ascertain thst the debt is a just debt; and if so,

2. Endeavar to cbtain an agreement for liquidating the indebtedness,
subject to the proviso in subparagraph ,0ib.3.0f this section. '

3. The Internal Revenue Service is authorized, but not required, to
utilize this procedure in collecting delinquent Federal taxes, In lieu of
the procedure described in this paragraph .04k, the Internal Revenue Service
may, if it so desires, utilize the procedure described in the following pro-
vision of law (68A Stat. 783; 26 U.S.C. 6331 (a)):

"If any person liable to pay any tax neglecte or refuses to pay the

same within 10 days after notice and demand, it shall be lawful for:

the Secretary or his delegate to collect such tax (and such further

sum as shall be sufficient to cover the expenses of the levy) by

levy upon all property and rights to property(except such property

as is exempt under Section 6334) belonging to such person or on which

there is a lien provided in this chapter for the payment of such tax.

Levy may be made upon the accrued salary or wages of any officer,

employee, or elected official, of the United States, the District of

Columbia, or any agency or instrumentality of the United States or-

the District of Columbia, by serving & notice of levy on the employer

(a8 defined in Section 35-01(&)) of such officer, employee, or elected .
official. If the Secretary or his delegate makes a finding that the i
collection of such tax is in jeopardy, notice and demend for immediate

payment of such tax may be made by the Secretary or his delegate and,

upon failure or refusal to pay such tax, collection thereof by

levy shall be lawful without regard to the l0-day period provided in

this section." ;

In the event the Internal Revenmue Service insists upon collection by levy,
rather than collection by payroll deduction plan, the procedure for collection
by levy must be observed, and the remainder of this paragraph .04 is not
applicable.

¢. Voluntary liquidation of & just debt. When it is established that the
debt is & just debt, that the employee is willing to enter into a plan for
liquidating the indebtedness, and that collection by levy procedures is not
involved, the Department representative will assist him in formmlating suech
& plan substantially as follows:

1. The employee will agree to (a) a cash settlement in full or cssh pay-
ment by installments, or (b) payroll deductions to cover the amount due.

2. The payment should be as large as the employee's personal financial
situation will permit. Except in extreme circumstances, the payment should
be large enough to liguidate the indebtedness in full (including any interest
due) in not more than one year. Installments in no case should be less than
five dollars for each agreed upon installment period. The amcunt deducted
mst remain constant except for the final deduction, which may cover the
balance due in an amount less than a regular deduction,

2. The payment should be as large as the employee's personsal financial
situation will permit. Except in extreme circumstances, the payment should
be large enough to ligquidate the indebtedness in full (including any interest
due) in not more than ocne year. Instaliments in no case should be less than
five dollars for each agreed upon installment period. The amount deducted
mst remsin constant except for the final deduction, which may cover the
balance due in an amount less than a regular deduction,
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| c. M : MtsA. mthe employee. Vhere the Generd. comel hu detmined to

leave the domestic rights in and to an invention with an employee subject:

to a license in favor of the Govermment and the employee acquiesces in

this determination, the General Coumsel will, wpon the filing of an sppli-
cation for patent and pending review of the determination by the Commissioner,
obtain for the Governmment a non-exclusive, irrevocable, royalty-free li- -
cense in the invention with power to grant licenses for all governmental
purposes, vithout prejudice to the subsequent acquisition by the Government:
of the entire domestic rights, title, and interest in and to, the in-

vention should the Commissioner so decide.

.10 chp_e_ of Section. The provisions of this section apply to any in-
vention made by an employee on or after Jamary 23, 1950.

SECTION L. INDEPTEDMESS TO THE UNITED STATES GOVERNMENT.

.01 Purpose. The purpose of this section 1s to prescribe Departnental
policy and procedure relating to indebtedness of an employee to the
United States Govermment other than an indebtedness arising out of an
erronecus payment of pay collection of which is waived under 5 U.S.C. 5584
(see Adminigtrative Order 202-558). :

.02 legal Basis. Section 6331 of the Internal Revenue Code of 195!4-, ap-
proved August 16, 1954 (68A Stat.783; 26 U.S.C. 6331), authorizes involun-
tary deductions from the salary of a Govermment officer or employee who

is delinquent in paying his Federal income tax. 5 U.S.C. 5514 suthorizes
involuntary deductions from any employee's salary for indebtedness to the
Govermment resulting from overpayment by the agency concerned. In additiom,
vhere the Govermment is both debtor and creditor with respect to an em-
ployee, the Government has a right to set off the indebtedness to the Govern-
ment against the indebtedness of the Govermment to the employee in settling
accounts. (See R. 8. 236; Act of June 10, 1921, 42 Stat. 24; 31 U.8.C. T,

end 33 Comp. Gen. 443.)

.03 Policy. Timely payment of any indebtedness to the Govermment of the
United States is an important personal responsibility of each employee
concerned. Any employee who fails to ligquidate such indebtedness promptly
when due is a source of embarrassment to the Department and will be subject
to seizure of salary and to sppropriate disciplinary action,which may
include removal.

.04 Procedure.

a. Responsibility. By virtue of the Department Organization Order 20-8, the
authority for administering these regulations is vested in the Director of
Personnel. Such authority is redelegated by Administrative Order 202-250 to
appointing officers who may be assisted or represented by such responsible
officials as they may deem appropriate. The person exercising such authority
shall be designated as Department representative.

b. Initial contact with employee. Where a complaint is received con-
cerning, or an error is found creating, an indebtedness to the United States,
such information will be referred to the Department representative. The
Department representative will confer with the employee concerned and ad-
vise him of the Department's policy regarding the liquidation of indebtedness.
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officials as they may deem appropriate. The person exercising such authority
shall be designated as Department representative.

b. Initial contact with employee. Where a complaint is received con-
cerning, or an error is found creating, an indebtedness to the United States,
such information will be referred to the Department representative. The
Department representative will confer with the employee concerned and ad-
vigse him of the Department's policy regarding the liquidation of indebtedness.




facts o.nd his u*gmants.: He may expedite such considera.tioa by nutirymg

the Commissioner when he does not intend to file a reply to the egency report
After a hearing on the appeal, if s hearing was requested, or after expiration
of the period for the inventor's reply to the agency report if no hearing is
set, the Commissioner shall issue & decision on the matter, which decision
shall be final after the period for asking reconsideration expires or on the =
date that a decision on & petition for reconsideration is finally disposed of.
Any request for reconsideration or modification of the decision must be filed
within 30 days from the date of the original decision (or within such an
extension thereof as may be set by the Commissioner before the original period
expires). The Commissioner's decision shall be made after consideration of

the statements of fact in the employee's appeal, the agency's report, and the
employee's reply, but the Commissioner, at his discretion and with due respect
to the rights and convenience of the inventor and the Government agency, may
call for further statements on specific questions of fact or may request ad-
ditional evidence in the form of a.fﬁdsvita or dzpositions on specific facts

in dispute.

c. Petitions not involving sppeals., In the event it is deternned. that the
rights in and to an invention are to be left with the employee, & report of
such determination is required to be submitted to the Commissioner of Patents
for review. The Commissioner will review the determinmation and his decision
respecting the matter shall be final, subject to the right of the employee
to submit to the Commissioner within 30 deys (or such longer period as the
Commissioner may, for good cause, fix in any case) after receiving notice of ' !
the decision, a petition for recomsideration if the Commissioner's decision ™
gives the Government greater rights than the original determination.. Copies '

of such petitions will be filed with the head of the opersting unit and the

General Counsel.

.09 Patent Protection.

a&. (QGeneral. The General Counsel, upon detem:l.ning that an invention has
been made under the conditions specified in subparagraph .07a. of this sectiom,
shall determine whether pstent protection will be sought in the United States
by the Department of Commerce for such invention. A controversy over the
respective rights of the Govermment and of the inventor in any case shall

not delay the taking of any action seeking such patent protection. In cases
vhere it is determined that the domestic rights in and to the invention are

to be left with the employee, sction by the Department of Commerce looking
toward such patent pretection shall be contingent upon the consent of the
inventor.

b. Dispute as to rights. Where there is a dispute as to vhether the Govern-
ment is to obtain an assigmment of the domestic rights in and to the invention
or only & license thereunder, the General Counsel will determine whether

patent protection will be sought in the United States pending the Commissioner's
decision on the dispute. If the General Counsel decides that an spplication
for patent should be filed, he will obtain for the Governmment & non-exclusive,
irrevocable, royalty-free license in the invention with power to grant li-
censes for all governmental purposes, but this shall be without prejudice to
acquiring an assignment to the Government of the entire domestic right, titlse,
and interest in and to the invention should the Commissioner so decide.

Oor only a license tRereunder, the UENErsal LOUNSE.L Will UEUEIWANE WOCLLCK

patent protection will be sought in the United States pending the Commissioner's
decision on the dispute. If the General Counsel decides that an application
for patent should be filed, he will obtain for the Govermment & non-exclusive,
irrevocable, royalty-free license in the invention with power to grant li-
censes for all governmental purposes, but this shall be without prejudice to
acquiring an assignment to the Government of the entire domestic right, title,
and interest in and to the invention should the Commissioner so decide.
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For all other employees, the Government must establish that the conditions
of subperagrsph .07a., if present, are sufficient equitably to require an
agssignment to the Government of the invention and to any patent vhich may
issue thereonm. -

g. Foreign rights. An assignment of the foreign rights in and to the in-
vention shall be mmde by the employee, upon request, whenever an assignment
of the domestic rights is required.

.08 Appeals ‘and Petitions.

a. Appeals. Any employee who is aggrieved by a determination of the
Genersal.Counsel as to his rights to or in an invention he has made may obtain
a8 review of the determination by filing two copies of a written appeal with
the Commissioner of Patents within 30 days after receiving notice of the
determination (or such longer period &s the Commissionsr mey, for good csuse,
£ix in any case). The decision of the Commissioner of Patents upon any ap-
peal made to him shall be final, after the period for asking reconsidera-
tion expires. Any request by the inventor for reconsiderstion must be filed
with the Commissioner within 30 days from the date of the original decision
of the Commissioner (or within such an extension thereof as may be set by
the Commissioner before the original period expires). ,

b. Agency report on appesl. In the event any employee files an appeal, the
Seneral Counsel shall furnish the Commissioner of Patents, with & copy to
the employee, the following information:

l. Description of the invention in sufficient detail to permit a satisfactory
review;

2. QName of the inventor and his employment status, including a detailed
statement of his official duties and responsibilities at the time of making

the invention;
3. A statement of the agency determination and reasons therefor; and

4, A detailed statement of the points of dispute or controversy, together
with copies of any statement or written arguments filed with the agency, and
of any other relevant evidence that the agency considered in making its de-
termination of Government interest. Within 25 days (or such longer period
as the Commissioner may, for good cause shown, fix in any case) after the
transmission of & copy of the agency report to the employee, the employee
may file a reply thereto with the Commissioner and file one copy thereof
with the sgency. After the time for the inventor's reply to the Govermment
agency's report has expired and if the inventor has so requested in his
appeal, a date will be set for the hearing of oral arguments by the employee
(or by an attorney vwhom he designates by written power of attorney filed
before, or at the hearing) and & representative of the Government agency in-
volved. The hearing will be conducted by the Commissioner, an Assistant
Commissioner, or a hearing officer designated by the Commissioner. Unless it
shall be otherwise ordered before the hearing begins, oral arguments will
be limited to thirty minutes for each side. The employee need not retain
an attorney or request an oral hearing to secure full consideration of the

Iy e mv wessgueuss Wy WOiLUED pOWEr OI attorney filed
before , or at the hea.ring) and & representative of the Govermment agency in-
volved. The hearing will be conducted by the Commissioner, an Assistant
Commissioner, or a hearing officer designated by the Commissioner. Unless it
shall be otherwise ordered before the hearing begins, oral arguments will
be limited to thirty minutes for each side. The employee need not retain
an attorney or request an oral hearing to secure full consideration of the
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’ seeticn e:ist, the dalutic rights and, in the discretion of the Geneal E
Gounsel, foreign risru in and to the invention ghall belong to the Govera-
ment if: :

(1) The eonﬁi:bions are equitasbly sufficient to justify sssign-
ment thereof by the employee to the Govermment; and

(2) The Govermment has sufficient interest in the invention to
require assigmeent thereof by the employee.

Where the Govermment would otherwise be entitled to an assigmment, if it
should be fowund that such assignment should not be required becsuse of lack
of sufficient interest in the invention on the part of the Govermment, the
employee nevertheless shall be required to grant te the Government s non-
exclusive, irrevocable, royalty-free license in the invention and undsr any
patents vhich may issue thereon, with power to grant licemes ror all govun
mental purpones. :

'd. Entire title to invention left to e. When none of the conuuoni
set forth in subparagrsph .07a. of this section exist, the entire right, title,
and interest in and to the mventionmube left in the employee, subject

to law.

e. When conditions for assignment are presumed to exist. It shall be pre-
sumed that the conditions of subparsgrsph .07a. of this section exist vhen
the euployee is employed or assigned: - Y

(1) To invent or improve or perfect any process, machine, msnu-
facture, design, or composition of matter;

(2) To eondnct or perform research or development work, or
both;

(3) To supervise, direct, coordinate or review Govermment-
financed or conducted research or development work, o
both; or

(k) To mct in a limison capescity among governmental or non-
governmental sgencies or individuals engaged in such ree
search or dzvebpunb ‘work, or both.

This presusption =y be rebutted by the facts or circmtance«cttendmt upon

the conditions nmxhich any particular invention is made and shall not pre-
on (1) that the Government shall leave the emtire right,

title and interest in and to the invention in the employee, subject to law,

or (2) that title shall be left in the employee subject to a license to the

Government as set forth in subparagraph .0Tc. of this sectionm.

f. Burden of proof. Employees assigned for any one or more of the purposes
enumersted in subparagraph .0Te. of this section may submit evidence that will
ensbls the General Counsel to establish the absence of any one or more of the
conditions of subparsgreph .07a. of this section, or that the comditions vhich
exist are insufficient equitably to justify a requirement that assignment be
mede to the Govermment of the invention and any patent which may issue thereon.

or (2) that title shall be left in the employee subject to a license to the
Government as set forth in subparagraph .07c. of this section.

f. ©Burden of proof. Employees assigned for any one or more of the purposes
enumerated in subparagraph .0Te. of this section may submit evidence that will
ensble the Jeneral Counsel to establish the absence of any one or more of the
conditions of subparsgreph .07a. of this section, or that the comditions vhich
exist are insufficient equitably to justify a regquirement that assignment be
mede to the Govermment of the invention and any patent which may issue thereon.
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b’.‘" The head of each operating unit or his designee shell submit to the
General COunsel all descriptions of inventions furnished by enwloyees.

o, The Geassal Counssl shall madntain & dosket of sil esployse in- L
ventions and take steps to obtain eppropriste informstion on Forms CD-240,
"Invention Disclosure,” and CD-2il, "Invention Evaluation,” on these

inventions.

.07 Determination of Rights.

a. Conditions for assigmment. The Department of Commerce require as-
signment to the Govermment of the entire right, title, and est in and
to inventions made by its employees and to any patents that may be issued on
such inventions if it is established that any of the following conditions
are present and are sufficiently equitable to justify requirement of assign-
ment: -

1l. If the invention was made during working hours;

2. If the invention wvas made with a contribution by the Government of

facilities, equipment, materials, funds, or information, or of time or services

of other Govermment employees on official duty; or

3. If the invention besrs a direct relation to or vas made in consequence
\~0f the official duties of the inventor.

b. Definitions of conditions. In»d.etern:l.n:lng whether any of the condi-
tions set forth above were present in the making of the invention, the
following definitions shall apply:

l. VWork hours shall mean time spent during either the usual working hours,
or overtime, or both;

”"“\
2. A contribution of facilities, equipment, materials, or funds shall mean '
that Government facilities, equipment, materials, or funds were actually i
used in conpection with the inventionm; g

3. A contribution of informetiom shall mean that the informetion used in
making the invention was available only by reason of the inventor's official
duties and was cobtained from sources not otherwise availsble;

4, A contribution of time and services of other Government employees on
official duty shall mean that their time or services were utiligzed during
work hours as: defined above; and
5« Bearing a direct relation to or made in consequence of the official
duties of the inventcr means that the duties to wvhich the inventor had
been assigned vere such that the invention could reasonably be expected to
arise therefrom.

c. Vhen assi 15 required. When any of the conditions set forth in
subparagraph .0Ta. of th ion as defined in subparsgrsph .07b. of this

e s = w—vave vw wae S CVMSSYWSUAT Ul VUT ULl LCLEL

Miu or the i.uventor means that the duties to which the inventor had
been assigned were such that the invention could reuonlh]y be expected to
arise therefrom.

VO

c. VWhen agsignment is %n-ed. When a.mr of the conditions set forth in
subparagraph .0Ta. of th tion &s defined in subparagrsph .07Tb. of this
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.03 Policy of the Mnent. It is the policy of the Depu-tmb ot wce to
encourage invention by its employees and to take full cognizance of the rights -
and interests of its employee-inventors, within the limitation of its authority,
in making determinations of the respective rights and equities of the Governmment
and of the inventor in an invention made by an employee of the Department of Com-
merce.

.0t Definitions. For purposes of this section, the foJiaw:Lng definitions shall
apply: '

a. '"Government employee' or "employee" is any officer or employee of the Depart-
ment, including any part-time consultant or part-time employee except as otherwise
may be provided by coatract, regulation, or practice approved by the Commissioner .
of Patents; and

b. "Invention" means any art, machine, manufacture, design, or composition of

matter, or any new and useful improvement thereof, or any variety of plant, vhich
is or may be patentable under the peatent laws of the United States. - ‘

.05 Assignment of Responsibilities.

a. In discharging its responsibilities in connection with the ﬁnirm patent

policy, the Department of Commerce is charged with:

1. Determining whether the results of research, development or other activity
within the Department constitute invention within the 1ew 'of kecutive Order
10096, aa amended by Executive Order 10930, of March 24,

2. Determining, subject to review by the Commissioner of Patents, the respective
rights of the Government and of the inventor in and to any invention mede by an
employee of the Department of Commerce;

3. Determining, subject to certain exceptions hereafter noted, whether patent
protection will be sought by the Department of Commerce for such inventions; and -

k., Furnishing reports as required to the Commissioner of Patents with respect
to the determination of rights, the taking of appeals, the filing of applications,
and the issuance of patents.

b. The General Counsel will carry out these responsibilities for the Depart-
ment and will also serve as the Department's lisison officer to deal with the
Commissioner of Pateats on these and other matiers pertaining to employee
inventions. In the discharge of his responsibilities as emmerated in sub-
paragraph .05a.0f this section exclusive of subparagraph .05a.4., the General
Counsel may utilize such representatives, boards, and committees as he deems
appropriate, or may delegste his authority in such manner as he deems desirsble}

.06 Determination of Invention.

a. Every employee of the Department who believes he has made an invention
shall promptly furnish a full description thereof in writing to the head of his
operating unit, or to his designee for this purpose.

e =
.06 Determination of Inventionm.

a. Every employee of the Department who believes he has made an invention
shall promptly furnish s full description thereof in writing to the head of his
operating unit, or to his designee for this purpose.
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c.
scribed in par
intention to the Gener
operating unit, as appropriate
tion (see subparagraphs .Oba. and .
& copy of such notice shall be transmitted

.03.0of this section shall give written notice of such
unsel or his designee, or to the head of his
connection with an application for authoriza-
£ this section). In each instance
eral Counsel.

SECTION 3. EMPLOYEE INVERTIONS.

.01 Purpose. The purpose of this section is to prescribe the regulations
of the Department of Commerce with respect to patent rights in and to
inventions- made by employees of the Department.

.02 legal Background and Authority.
a. Executive Order 10096, as amended.

1. Executive Order 10096 of Januery 23, 1950 (15 F.R. 391), established
uniform peatent policy with respect to inventions made by employees of the
Federal Government under which the Govermment may acquire title to inventions
made by its employees under certain conditions, while providing for the
partial or complete retention of rights by employees under other conditionms..
" This order, vhich established a Government Patents Board, authorized ite
Chairman to issue, with the spproval of the President, such rules and
regulations as are necessary to the administration of uniform patent policy
with respect to inventions made by employees throughout the Govermment.

2. The President, by Executive Order 10930, dated March 24, 1961 (26 F.R.
2583, March 28, 1961), abolished the Government Patents Board, including the
Office of the Chairman, and transferred its functions to the Secretary of
Commerce. The authority to perform such functions was delegated on the

same date, March 2k, 1961, by the Acting Secretary of Commerce, to the
Camnissioner of Patents (26 F.R. 3118, April 12, 1961).

3. Executive Order 10096, as amended, provides that each Government de-
partment and independent establishment is directed to take all steps neces-
sary to effectuate the Executive Order, including the issuance of necessary
regulations consistent with provisions of the Executive Order and the
rules and regulations issued thereunder by the Commissioner.

b. Rules and regulations. Basic Govermment patent policy with respect

to inventions made by Government employees is administratively restated in
2°°-part 38Q, Chapter III, Title 37, Code of Federal Regulatioms, 37 C.F.R.
300.1-300.11; (27 P. R. 3289, April 6, 1962), but therein are set forth,

as approved by the President, February 6, 1962, the responsibilities of
Govermment agencies and procedures to be followed. These responsibilities
include (1) the determination of invention, (2) the determination of rights
in inventions, (3) administrative appellate rights of enpbyee-inventors,
(4) the determination as to whether patent protection will be sought, and

(5) the furnishing of certain reports to the Commissioner of Patents.

L e A, Ok mvenuon, (2) the determination of rights
in inventions, (3) administrative appellste rights of euployee-inventors,
(4) the determination as to whether patent protection will be sought, and

(5) the furnishing of certain reports to the Commissioner of Patents.
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d. Each superv:.sor is responsible for overseeing employee a.ctivi‘by in order
to assure that the public interest is protected, and he shall take appropriate
action whenever it appears to him that there is or may be & question of compsti-
bility between the official duties and the outside employment of one of his
subordinates.

.03 Procedure.

a. Private practice of law. Except as provided in subparagraphs .02b. and
.02¢c. of this section, full-time employees, whether occupying legal positions or
not, who desire to engage in the private practice of law shall submit in writing
a request-for a decision. Each request shall include (1) a brief description of
his official title and nature of work; (2) whether he holds himself out to the
public ‘as a practitioner of law by maintaining a publicly listed plece of busi-
ness, or a mail or answering service for such purpose, or by affiliating himself
with others engaged in private practice of law; (3) whether he has regular part-
time employment as an attorney for any business or other organization; and (4) a
description of the nature and extent of the private practice or legal work to be
performed. The request shall be addressed to the General Counsel of the Depart-
ment, who serves as counselor for the Department with respect to matters covered
by Department Administrative Order 202-735, or to an appropriate deputy counsel-
or designated by the General Coumsel. The following have been d.esigna.ted as
deputy counselors for this purpose by the General Counsel' ;

Deputy General Counsel of the Department

Assistant General Counsels of the Department

General Counsel, National Oceanic and Atmospheric Administra.tion
Solicitor, Patent Office

General Counsel, Maritime Administration

Chief Counsel, Economic Development Administration

Chief Counsel, Office of Foreign Direct Investments

The counselor or a deputy counselor will promptly i1ssue a written decision to
the applicant. In the event of an adverse decision, the decision will explsain,
insofar as practiceble, why the proposed Drivate practice or legal work is
deemed incompatible with the employee's official duties and what, if anything,
may be done by the employee to bring the proposal within the bounds of compati-
bility. Each deputy counselor issuing such a decision shall transmit a copy
thereof, with a copy of the employee's request, to the counselor. A copy of
the decision shall be filed in the employee's official personnel folder.

b. Other outside employment. For any outside employment other than the pri-
vate practice of law which gives rise to a question of competibility as de-
scribed in subparegraph .0lb. of this section, each employee shall submit a
request in writing for a decision to the head of the operating unit concerned
or his designated representative. The request shall contain a brief descrip-
tion of the employee's official duties and sufficient details of the nature
and extent of his outside employment for an informed decision to be made. The
head of such operating unit may consult with the counselor or a deputy counsel-
or and shall promptly issue a written decision to the applicant. A copy of the
decision shall be filed in the employee's official personnel folder.¥*

(Text continued on page 3)

Amendment 1
October 6, 1970
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ana excent of his outside employment for an informed decision to be made. The
heed of such operating unit may consult with the counselor or a deputy counsel-
or and shall promptly issue a written decision to the applicant. A copy of the
decision shall be filed in the employee's official personnel folder.¥*

(Text continued on page 3)

Apendment 1
October 6, 1870
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b. A question of compatibility arises where an employee's outside work is of
such a nature that it involves, tends to involve, or appears to involve, (1) a
conflict of interest (regardless of when the work activity takes place), or
(2) a holding out by the employee of his availability for outside work or com-
-munication about it without an indication that he is not available during his
hours of duty, or (3) any of the following matters during hours of duty (includ-
ing overtime hours) for which the employee is expected to be availsble: (a)
communication with other parties or their access to the employee with respect
to the outside work; (b) his engaging in outside work or activity connected
with it; (c) impairment of his mental or physical capacity to discharge his
Governmental duties and responsibilities in an acceptable manmer; or (d) other
activity which may create a problem of supervision or manasgement in connection
with the discharge of his official duties (e.g., need for absences from duty,
inattention to duty, preoccupation with outside employment, and the like).

c. Where a question of compatibility with his official duties may be created
by an employee's outside employment, the employee shall consult the counselor

or a deputy counselor designated under paragraph 0.735-38 of Department Adminis-
trative Order 202-735 (see parsgraph .03 of this section) » prior to undertaking -
or continuing such outside. employment, and obtain a decision with respect to

the compatibility of the outside employment with the employee's official duties.

.02 Special PoJiéi: Private Practice of Law.

T

a. Except as is otherwlse provided in subparagraphs b. and c¢. of this para-
graph .02, the private practice of law generally is of such nature that, when
engaged in by & full-time employee of the Department, it gives rise to s
question of compatibility with the discharge of his official duties, which must
be resolved. A decision on compatibility shall be obtalined as specified in
paragraph .03 of this section.

b. It is the policy of the Department to encoursge employees qualified to
practice law to participate, in off-duty hours and to the extent consistent
with the discharge of their official duties, without'compensation for their
services in a program to provide legal assistance or representation to poor
persons. Such participation shall not include representation or assistance

in any criminal or other matter or proceeding in which the United States (in-
cluding the District of Columbia Government) is a party or has a direct inter-
est. An employee who intends to participate in such & program is not required
to obtain a decision on compatibility but shall give written notice to the
counselor or deputy counselor concerned (see paragraph .03 of this section) of
his intention.

c. When the private practice of law (1) cannot possibly involve any of the
considerations described in subparagraph .0lb. of this sectionm, (2T‘izs limited
to occasional handling of legal matters which do not involve the interests of
the Govermment (e.g., wills and private real estate transactions), and (3) is
limited to clients whose interests cannot be affected directly or indirectly
by the employee's performance of his official duties, the private practice of
law will not be deemed to give rise to a question of compatibility, and no
decision with respect to compatibility need be requested.

Amendment 1
October 6, 1970

CcullsLUerations aescribed in subparasgraph .Olb. of this section, (zﬁs limited
to occasional handling of legal matters which do not involve the interests of
the Govermment (e.g., wills and private real estate transactions), and (3) is
limited to clients whose interests cannot be affected directly or indirectly
by the employee's performasnce of his official duties, the private practice of
law will not be deemed to give rise to a question of compatibility, and no
decision with respect to compatibility need be requested.

Amendment 1
October 6, 1970
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EMPLOYEE RESPONSIBILITIES AND CONDUCT

Section 1. Purpose
Section 2. *Outside Employment*
Seetion 3. Employee Inventions
“Section 4. Indebtedness to the United States Government
Section 5. Indebtedness to a State or Local Government or to &
Credit Union
Section 6. Private Indebtedness
Section 7. Effect on Other Orders

SECTION 1. PURPOSE.

.01 The purpose of this order is to prescribe instructions to supplement
Departmental regulations on employee responsibilities and conduct approved
by the Civil Service Commission, as set forth in Department Administrative
Order 202-735 (formerly Department Order 77, 15 CFR 0.735-1 - 0.735-41).
These supplementary instructions are issued in accordance with 5 U.S.C.
301 and paragraph 0.735-32 of Department Administrative Order 202-T735.

.02 The instructions in this order relate to (a) certain outside employ-
ment or other activity, (b) employee inventions, and (c) indebtedness of

employees.

.03 The instructions relating to outside employment or activity are
*revised to clarify the basis for the requirement for determinations of
compatibility with respect to outside employment.* The instructions
relating to employee inventions are a restatement of existing regulations
without substantial change. The instructions relating to indebtedness of
employees are a restatement of existing regulations without substantial
change except as necessary in section 6 to bring them into alignment with
paragraph 0.735-16 of Department Administrative Order 202-735.

SECTION 2. *QUTSIDE EMPLOYMENT.

.0l General Policy.

a. Department Administrative Order 202-735 prohibits outside employment
by Department employees which is not compatible with the full and proper
discharge of the duties and responsibilities of their Government employ-
ment. Two of the principles implicit in that general policy are that

(1) outside work engaged in by employees must not involve a conflict of
interest, and (2) it must not interfere with or be detrimental to the

efficient discharge of the official duties of employees during the hours
they are expected to be availeble to perform the wark of the Department.

Amendment 1
October 6, 1970

USCOMMDC 4271-P 88
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aischarge of the duties and responsibilities of thelir Government employ-
ment. Two of the principles implicit in that general policy are that

(1) outside work engaged in by employees must not involve a conflict of
interest, and (2) it must not interfere with or be detrimental to the
efficient discharge of the official duties of employees during the hours
they are expected to be available to perform the work of the Department.

Amendment 1 1
October 6, 1970 -
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emorandum

A.O. %100

TO : Assistant General Counsel DATE: S€,r+/. 20,70, =
for Science and Tec ology

FROM Ge eral Counsel /"\/6.

SUBJECT: Delegation of Authority Relating to Commerce Department Inventions.

In reply refer to:

By virtue of the authority vested in the General Counsel by subparagraph
5.02 of Administrative Order 201-8 (Revised), dated July 26, 1962, I
hereby delegate to the Assistant General Counsel for Science and Tech-
nology, without powers of subdelegg_ﬁin, the authority to: -

1. Determine whether the results of research, development
or other activity within the Commerce Department
constitutes invention;

2. Determine, subject to review by the Commissioner of
Patents, the respective rights of the Government and of
the inventor in and to any invention made by an employee
of the Commerce Department; and

3. Determine, subject to the exceptions noted in the Order,
whether patent protection will be sought by the Commerce
Department for such inventions.

The authority hereby cbnveyed shall be exercised in accordance with
the policies and procedures set forth in‘Executive Order 10096, as
revised by Executive Order 10930, and in Administrative Order 201-8
(Revised).

All previous delegations of authority by the General Counsel of the

" Department of Commerce regarding the same or similar subject
matter are hereby canceled.

i BUY U.S. SAVINGS BONDS REGULARLY ON THE PAYROLL SAVINGS PLAN

i

BUY U.S. SAVINGS BONDS REGULARLY ON THE PAYROLL SAVINGS PLAN
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The 7purpose' of this order is to set forth the policies and procedures

,,fee and atilizamm of :e&ated technology for pubzia use. .

.01 All civil sezvic;e mloyees. as defined under 5 U.S. C. 2105, employ-

. tration (NOAA) and thg United States Public Health Service. (EHS) (here-

.. the Navy, that a cash award:under this o:dezbemadetaameaber

SECTION 1. PURPOSE.

for the granting of incentive awards to Federal inventors.

to dz.sc}.ose cmcially promsmg inventions ané facﬁztate the. trans-

FiE,
s W

sscsr:tea e pmm sfspesszsxmﬁ.

Pc;r:sumt i 1ts authcntg under Department Qrgamz&tim ‘Order 3“0-7A,
as amended, the National Technical Information Service (NTIS) shall

have the primary operational responsibility for the granting of incen-
tive awards éorrfeéezaﬁ i'nvaztars under this order.

SECTION 4. msxm

ees of the mﬁ# the District of Columbia, and members of the
commissioned corps of the National Oceanic and Atmospheric Adminis=-

inafter "civil service employees") shall be eligible to receive awards
pursuant to this order after their employing agency or Department has
entered: into an appropriate cooperative agreement with NTIS. Among-
gs, such cooperative agreements shall contain provisions

er. custody of inventions owned by the United States to the
aﬁ Commerce in order to permit NTIS to license those inven-

Exﬁcut.ive Order 11438, 3 CFR 755 (1966-70 Comp.),
(1970), a recommendation may be made to the Department
of Defwrmf to-the:Department of Transportation in the case of a
member of the Coast Guard when it is not operating as a service in

gf thera:mfemes, as. defined under 5 U.S.C. 2101(2).

USCOMM=DC 4271-P &S
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e ——y WA AT uepa:umt of. Transportatlon in the case of a
member of the Coast Guard when it is not operating as a service in
_. the Navy, that a cash award:under this order be made toamenbe:

y Qﬁ'"ﬂwame&fermg as:defined under 5 U.S.C. 2101(2).

.
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SECTION 5. AUTHORITY.

.01 Awards to civil service employees shall be granted pursuant to
5 U.S.C. 4501-4506, and requlations issued thereunder by the Civil
Service Commission at 5 CFR Part 451.

.02 Awards to members of the armed forces may be recommended
pursuant to the provisions of Executive Order 11438,

.03 Pursuant to Department Organization Order 30-7A, as amended,
the Director, NTIS has been delegated the authority to approve and
pay cash awards not exceeding $5,000 to civil service employee-
inventors and to recommend to the Department of Defense, or to the
Secretary of Transportation in the case of a member of the Coast
Guard when it is not operating as a service in the Navy, that a
cash award not exceeding $25,Uuu be granted to a member of the
armed forces pursuant to Executive Order 11l434.

SECTION b. RELATIONSHIP TO EXISTING AWARDS PRUGRAMS.

An incentive award to an inventor under the provisions of tnis order
will pe supplemental to and cumulative with any otner incentive awara
granted to the inventor under Civil Service Commission regulations.
Presently, initial awards between $5U0 to $30U are often made to tne
inventor by the employing agency at the time of filing the patent
application covering an invention or at the time a patent issues

on an invention.

SECTION 7. DESCRIPTION OF THE AWARD.

.01 Awards for civil service employees:

a. Upon execution of a royalty-bearing license agreement by

NTIS, the inventor, or inventors in the case of a jointly made
invention, whose invention is covered by the license agreement,
shall be entitled to receive a cash award under the provisions
of this order. -

b. The amount of the award shall be determined through the inter-
agency coordination process described at section 8.U1 of this order.
For each year during which the royalty-bearing license agreement is
effective, the inventor or inventors shall be entitled to receive a
minimum casn award of $3U0. wWhere an award in excess of $3Uu is

contemplated, the total annual awara to an inventor for a single

invention shall not exceed fifteen percent (15%) of the annual gross
revenues receivea by NIIS unuer the license agreement covering that

O

[ U w2

invention.
c. In tne event the cumulative cash awards for a single invention .
exceed $5,UUU but do not exceea $<&5H,Uuv, the Director, ~IIS snall =
prepare a recommendation from the Secretary of Comuerce to the
ST e e S e, M g
invention. ~
=3

Cc. In tne event the cumulative cash awards for a single invention
exceea $5,UuU bDut do not exceea »<5,Uuv, tne Director, ~IIS snall =
prepare a recommendation from the Secretary of Comuerce to the
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Chairman of the Civil Service Commission for approval of the award.
Pursuant to 5 U.S.C. 4504, in those instances where, based upon the
exceptional value and benefit of the inventor's contribution, a
cunulative award for a single invention in excess of $25,000 is
warranted, the Director, WTIS, shall prepare a recommendation from
the Secretary of Commerce to the Chairman of the Civil Service
Commission, and to the Director of the Office of Management and
Budget, that a Presidential award be made. Upon endorsement by
both the Chairman of the Civil Service Commission and the Director
of the Office of Management and Budget, the President may grant a
cunulative award in excess of $25,000, and honorary recognition
may be granted as deemed appropriate.

d. All recommendations for awards prepared for the Secretary by
the Director, NTIS in accordance with subparagraph 7.0lc., above,
shall be reviewed by the Department's Incentive Awards Board be-
fore they are submitted to the Secretary for consideration.

.02 Awards for members of the armed forces:

a. Upon the execution of a royalty-bearing license agreement by
NTIS covering an invention made by a member of the armed forces,
the Director, NTIS shall, pursuant to Executive Order 11438, recom-
mend to the Department of Defense, or to the Department of Trans-
~portation in the case of a member of the Coast Guard when that
agency is not operating as a service in the Navy, that a cash award
be granted. The amount of the award recommended shall be deter=-
mined through the interagency coordination process described in
paragraph 8.01 below. For each year during which a royalty-bearing
license agreement is effective, it shall be suggested that at a mini-
mum an award of $300 be paid. Where an award in excess of $300 is
contemplated, the total annual suggested award shall not exceed fif~
teen percent (15%) of the annual gross revenues received by NTIS
under the license agreement covering the invention.

b. Any cash award granted to a member of the armed forces shall
be made in accordance with the provisions of Executive Order 11438.

.03 The Director, NTIS, shall establish procedures for the orderly
and efficient granting of incentive awards under this order. Such
procedures shall include provisions for the preparation and main=-
tenance Of accurate records of all awards made under the provisions
Records shall be prepared and maintained with
respect each invention which becomes the subject of an award
under this order. These records shall help to ensure that limita=-
tions on the dollar amounts of awards are not exceeded, and that
appropriate approvals for certain awards are obtained as required.

SECTION 8. GRANTING AWARDS.

.01 Interagency coordination of awards:

U S —— awams are not exceeded. and that
a;prcpfiate approvals for certain awards are obtained as required.

SECTION 8. GRANTING AWARDS.

.01 Interagency coordination of awards:
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a. To ensure that awards criteria are uniformly applied, interagency
coordinating meetings will periodically be held at the call of the
Director, NTIS, to review the program. The senior patent counsel from
each participating agency, or a designee, and the Director, WIIS, or

a designee, shall participate in tnese reviews.

b. The amount of the monetary award for each invention shall be jointly
determined, pursuant to policies established at the interagency coordinat-
ing meetings, by the senior patent counsel from the inventor's agency

and the Director, NTIS, or their designees, who shall apply the awards
criteria described in paragraph 8.02, below.

.02 Criteria for monetary awards:

In determining the amount of the award, factors such as the follow-
ing shall be considered:

a. the extent to which the invention advances the state of
the art;

b. the scope of its application;

c. the importance of the invention in terms of its value and
benefits to the Government and the public; and

d. the contribution that the inventor (s) makes to the private
sector utilization of the invention by assisting in the transfer
of the technology to prospective licensees.

.U3 Proceadures for granting of awards:

a. Proceaures for granting of awards by NIIS shall be specified in
the applicable interagency cooperative agreement which shall be con-
sistent with the provisions of 5 CFR 451.3U9 with regard to awards

to civil service employees and with the provisions of Executive

Order 11438 with regard to awards to members of the armed forces. -

b. ‘The initial award to the inventor shall normally be made at a
formal presentation ceremony following the execution by NTIS of the
first license agreement on the invention. A plaque or certificate
shall accompany the cash payment. The presentation will be made
either by the Director, NTIS, or by the Director of the employing
agency, or their designees. The ceremony shall normally occur at
the inventor's place of work.

C. Subsequent awards to the inventor, in addition to the $300
minimum annual award, shall be based on additional utilization of
the invention, and shall be made annually for as long as a

royalty-bearing license agreement covering the inventor's invention
is in effect.

C. Subsequent awards to the inventor, in addition to the $300
minimum annual award, shall be based on additional utilization of
the invention, and shall be made annually for as long as a
royalty-bearing license agreement covering the inventor's invention
is in effect.
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d. When an invention is attributable to more than one inventor,
the award shall be divided among the joint inventors pursuant to
subparagraph 8.02 of this order.

SECTION 9. FUNDING OF AWARD PAYMENTS.

The NTIS patent program is currently funded primarily from appro-
priated funds. In seeking to increase the transfer of Government
technology through the licensing of patents covering Government-
owned inventions, NTIS is striving to develop a self-sustaining
program in which fees and royalty income will offset program costs.
Award payment under this order, as one of the costs of the patent
program operation, will only be made from available royalty

income derived from the licenses.

Director, National Technical
Information Service

Approved:

Assistant Secretary for Administration

Office of Primary Interest
National Technical Information 3ervice

Index Changes:

Add:
Federal Inventors, Incentive Awards for 202-452
Incentive Awards for Federal Inventors 202-452
Inventors, Incentive Awards for Federal 202-452

USCOMM-DC - 58486
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Actirng

Department Administrative Order 202-452 of June 3, 1977 is hereby
amended as shown below. The purpose of this amendment is to authorize
the Director, NTIS to approve and pay awards not exceeding $10,000
(paragraph 5.03); and change references to the Civil Service Commis-
sion throughout the Order as appropriate.

1. SECTION 5. }lUI‘[-K)RI’IY. In pen and ink, change the title "Civil
Service Ccmnission appearing in paragraph 5.01 to "Office of Person-

nel Management ;" arﬁd'xaxgethe"%mo a;;pearnxgmthethlrdlme
of paragraph .03 to "$10,000.'

2. SECTION 6. RELATIONSHIP TO EXISTING AWARDS PROGRAMS. In pen
and ink, change the title "Civil Service Cammission" to "Office of
Personnel Management."

3. SECTION 7. DESCRIPTION OF THE AWARD. In pen and ink, in
subparagraph .0Olc., change the title "Chairman of the Civil Service
Camission" to "Director of the Office of Personnel Management."

y

Director, Naﬁonal’fegnw!)fomtion
Service

uscoMM-DC 0 81-3295

USCOMM-DC 4271-P 8¢
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October 6, 1970

| . October 6, 1970

EMPLOYEE RESPONSIBILITIES AND CONDUCT

~Ilaepa::‘tmezrc Administrative Order 202-735A, dated November 5, 1969, is

- hereby amended as follows:

} 1. Section 2 is amended in its entirety, to change policy with regard
- to outside employment, including the private practice of law, by

inserting revised pages as indlcated belaw.

/2. Manusl-holder should delete, by pen and ink, subparagraph 2.0kc.,

which appears at the top of page 3.

~\3. Manual-holder should change, by pen and ink, "Part 300" in line 3
of subparagraph 3.02b. (page 3) to read Parb IE)O " ‘

for Administration

Pages ed
Remove Pages Dated Insert Pages Dated
1 and 2 (undated) 1, 2 and 2a 10/6/70
USCOMM-DC - 7079
USCOMM-DT 4271-Po8
Pages ed
Remove Pages Dated Insert Psges Dated
10/6/70

1 and 2 (undated) 1, 2 and 2a

USCOMM=-DC - 7079

USCOMM-TC 4271-P89
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SUBJECT:

UNITED STATES GOVERNMENT U.S. DEPARTMENT OF COMMERCE

Mng’)"a{ ndum OFFICE OF THE SEGRETARY

Assistant General Counsel DATE: Se& . 20,/6¢ =
for Science and Techgology
. L~ ‘;/< In reply refer to:

Delegation of Authority Relating to Commerce Department Inventions.

By virtue of the authority vested in the General Counsel by subparagraph
5. 02 of Administrative Order 201-8 (Revised), dated July 26, 1962, I
hereby delegate to the Assistant General Counsel for Science and Tech-
nology, without powers of subdelegation, the authority to:

1. Determine whether the results of research, development
or other activity within the Commerce Department
constitutes invention; ‘

2, Determine, subject to review by the Commissioner of
Patents, the respective rights of the Government and of
the inventor in and to any invention made by an employee
of the Commerce Department; and

3. Determine, subject to the exceptions noted in the Order,
whether patent protection will be sought by the Commerce
Department for such inventions,

The authority hereby cbnveyed shall be exercised in accordance with
the policies and procedures set forth in‘Executive Order 10096, as
revised by Executive Order 10930, and in Administrative Order 201-8
(Revised).

All previous delegations of authority by the General Counsel of the

- Department of Commerce regarding the same or similar subject

matter are hereby canceled.
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SUBJECT

EMPLOYEE RESPONSIBILITIES AND CONDUCT

‘Bection 4. Indebtedness to the United States Goverrnment

Section 1. Purpose
Section 2. *Outside Employment*
Seetion 3. Employee Inventions

Section 5. Indebtedness to a State or Local Government or to a
Credit Union

Section 6. Private Indebtedness

Section 7. Effect on Other Orders

SECTION 1. PURPOSE.

.01 The purpose of this order is to prescribe instructions to supplement
Departmental regulations on employee responsibilities and conduct approved
by the Civil Service Commission, as set forth in Department Administrative
Order 202-735 (formerly Department Order 77, 15 CFR 0.735-1 - 0.735-41).
These supplementary instructions are issued in accordance with 5 U.S.C.
301 and parsgraph 0.735-32 of Department Administrative Order 202-735.

.02 The instructions in this order relate to (a) certain outside employ-
ment or other activity, (b) employee inventions, and (c) indebtedness of
employees.

.03 The instructions relating to outside employment or activity are
*revised to clarify the basis for the requirement for determinations of
compatibility with respect to outside employment.*  The instructions
relating to employee inventions are a restatement of existing regulations
without substantial change. The instructions relating to indebtedness of
employees are a restatement of existing regulations without substantial
change except as necessary in section 6 to bring them into alignment with
paragraph 0.735-16 of Department Administretive Order 202-735.

SECTION 2. *QUTSIDE EMPLOYMENT.

.01 General Policy.

a. Department Administrative Order 202-735 prohibits cutside employment
by Department employees which is not compatible with the full and proper
discharge of the duties and responsibilities of their Government employ-
ment. Two of the principles implicit in that general policy are that

(1) outside work engaged in by employees must not involve a conflict of
interest, and (2) it must not interfere with or be detrimental to the
efficient discharge of the official duties of employees during the hours
they are expected to be available to perform the work of the Department.

Amendment 1
October 6, 1970

UECOMM-DC 4271288

T T— wwurﬁrwd-u-l-c witil Tne Iull and proper
ﬁischarge of the duties and responsibilities of their Government employ-
ment. Two of the principles implicit in that general policy are that
(1) outside work engaged in by employees must not involve a conflict of
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they are expected to be available to perform the work of the Department.

Amendment 1
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d. Each supervisor is responsible for overseeing employee activity in order
to assure that the public interest is protected, and he shall take appropriate
action whenever it appears to him that there is or may be & question of compati-
bility between the official duties and the outside employment of one of his
subordinates.

.03 Procedure.

a. Private practice of law. Except as provided in subparagraphs .02b. and
.02¢c. of this section, full-time employees, whether occupylng legal positlons or
not, who desire to engage in the private practice of law shall submit in writing
a request-for a decision. BEach request shall include (1) a brief description of
his official title and nature of work; (2) whether he holds himself out to the
public as a practitioner of law by maintaining a publicly listed place of busi-
ness, or & mail or answering service for such purpose, or by affiliating himself
with others engaged in private practice of law; (3) whether he has regular part-
time employment as an attorney for any business or other organization; and (4) a
description of the nature and extent of the private practice or legal work to be
performed. The request shall be addressed to the General Counsel of the Depart-
ment, who serves as counselor for the Department with respect to matters covered
by Department Administrative Order 202-735, or to an appropriate deputy counsel-
or designated by the General Coumsel. The following have been designated as
deputy counselors for this purpose by the General Counsel:

Deputy General Counsel of the Department

Assistant General Counsels of the Department

General Counsel, National Oceanic and Atmospheric Administration
Solicitor, Patent Office

Genersal Counsel, Marltime Administration

Chief Counsel, Eccnomic Development Administration

Chief Counsel, Office of Foreign Direct Investments

The counselor or a deputy counselor will promptly issue a written decision to
the applicent. In the event of an adverse decision, the decision will explain,
insofar as practicable, why the proposed private practice or legal work 1is
deemed incompatible with the employee's official duties and what, if anything,
may be done by the employee to bring the proposal within the bounds of compati-
bility. Each deputy counselor issuing such a decision shall transmit a copy
thereof, with a copy of the employee's request, to the counselor. A copy of
the decision shall be filed in the employee's official persomnel folder.

b. Other outside employment. Xor any outside employment other than the pri-
vate practice of law which gives rise to a question of compatibility as de-
scrived in subparagraph .0Olb. of this section, each employee shall submit a
request in writing for a decision tc the head of the operating unit concerned
or his designated representative. The request shall contain a brief descrip-
tion of the employee's official duties and sufficient details of the nature
and extent of his outside employment for an informed decision to be made., The
head of such operating unit may consult with the counselor or a deputy counsel-
or and shall pramptly issue & written decision to the applicant. A copy of the
decision shall be filed in the employee's officlal personnel folder.*

(Text continued on page 3)

Amendment 1
October 6, 1970

} auu surrlcient details of the nature
and extent of his ocutside employment for an informed decision to be made. The
head of such operating unit may consult with the counselor or a deputy counsel-
or and shall pramptly issue a written decision toc the applicant. A copy of the
decision shall be filed in the employee's official personnel folder.¥
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b. A question of compatibility arises where an employee's outside work is of
such a nature that it involves, tends to involve, or appears to involve, (1) a
conflict of interest (regardless of when the work activity takes place), or
(2) a holding out by the employee of his availability for outside work or com-
‘munication about it without an indication that he is not avallable during his
nours of duty, or (3) any of the following matters during hours of duty (includ-
ing overtime hours) for which the employee is expected to be available: (a)
communication with other parties or their access to the employee with respect
to the outside work; (b) his engaging in outside work or activity connected
with it; (c) impairment of his mental or physical capacity to discharge his
Governmental duties and responsibilities in an acceptable manner; or (d) other
activity which may create a problem of supervision or management in connection
with the discharge of his official duties (e.g., need for absences from duty,
inattention to duty, preoccupation with outside employment, and the like).

c. Where a question of compatibllity with his official duties may be created
by an employee's outside employment, the employee sunall consult the counselor
or a deputy counselor designated under parasgraph 0.735-38 of Department Adminis-
trative Order 202-735 (see paragraph .03 of this section), prior to undertaking
or continuing such outside employment, and obtain a decision with respect to
the compatibility of the outside employment with the employee's official duties.

.02 Speciel Policy: Private Practice of Law.

a. Except as is otherwise provided in subparagraphs b. and ¢. of this para-
graph .02, the private practice of law generally is of such nature that, when
engaged in by a full-time employee of the Department, it gives rise to s
question of compatibility with the discharge of his official duties, which must
be resolved. A decision on compatibility shall be obtained as specified in
peragraph .03 of this section.

b. It is the policy of the Department to encoursge employees qualified to
practice lew to participate, in off-duty hours and to the extent consistent
with the discharge of their official dutles, without'compensation for their
services in a program to provide legal assistance or representation to poor
persons. Such participation shall not include representation or assistance

in any criminal or other matter or proceeding in which the United States (in-
cluding the District of Columbia Government) is & perty or has a direct inter-
est. An employee who intends to participate in such a program is not required
to obtain a decision on compatibility but shall give written notice to the
counselor or deputy counselor concerned (see paragraph .03 of this section) of
Lis 1ngencion.

c. When the private practice of law (1) cannot possibly involve any of the
considerations described in subparagraph .Olb. of this section, (eﬁs limited
to occasional handling of legal matters which do not involve the interests of
the Govermment (e.g., wills and private real estate transactions), and (3) is
limited to clients whose interests cannot be affected directly or indirectly
by the employee's performasnce of his official duties, the private practice of
law will not be deemed to give rise to & question of compatibility, and no
decision with respect to compatibility need be requested.

Amendment 1
Cctober 6, 1970

to occasional handling of legal matters which do not involve the interests of
the Govermment (e.g., wills and private real estate transactions), and (3) is
limited to clients whose interests cannot be affected directly or indirectly
by the employee's performance of his official duties, the private practice of
law will not be deemed to give rise to a question of compatibility, and no
decision with respect to compatibility need be requested.

Amendment 1
October 6, 1970
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¢. An employee who intends to participate in a program such as is de-

+03.0f this section shall give written notice of such

el or his designee, or to the head of his
operating unit, as appropriate comnection with an application for authoriza-
tion (see subparagraphs .Oka. and . £ this section). In each instance

& copy of such notice shall be transmitted Counsel.

e T

intention to the Ge

SECTION 3. EMPLOYEE INVERTIONS.

+01 Purpose. The purpose of this section is to prescribe the regulations
of the Department of Commerce with respect to patent rights in and to
inventions- made by employees of the Department.

.02 Legal Background and Authority.

8. Executive Order 10096, as amended.

1. Executive Order 10096 of January 23, 1950 (15 F.R. 391), established
uniform patent policy with respect to inventions made by employees of the
Federal Government under which the Govermment may acquire title to inventions
made by its employees under certain conditions, while providing for the
partial or complete retention of rights by employees under other conditions.

" This order, which established a Government Patents Board, authorized its
Chairman to issue, with the spproval of the President, such rules and
regulations as are necessary to the administration of uniform patent policy
with respect to inventions made by employees throughout the Government.

2. The President, by Executive Order 10930, dated March 24, 1961 (26 F.R.
2583, March 28, 1961), abolished the Govermment Patents Board, including the
Office of the Chairman, and transferred its functions to the Secretary of
Commerce. The authority to perform such functions was delegated on the

seme date, March 24, 1961, by the Acting Secretary of Commerce, to the
Casmissioner of Patents (26 F.R. 3118, April 12, 1961).

3. Executive Order 10096, as smended, provides that each Government de-
partment and independent establishment is directed to take all steps neces-
sary to effectuate the Executive COrder, including the issusnce of necessary
regulations consistent with provisions of the Executive Order and the

rules and regulations issued thereunder by the Commissioner.

b. Rules and regulations. Basic Govermment patent policy with respect

- to inveptions made by Government employees is administratively restated in

“*-part 39Q, Chapter III, Title 37, Code of Federal Regulations, 37 C.F.R.

300.1-300.11; (27 F. R. 3289, April 6, 1962), but therein are set forth,
as approved by the President, February 6, 1962, the responsidilities of
Govermment agencies and procedures to be followed. These responsibilities
include (1) the determination of invention, (2) the determination of rights
in inventions, (3) administrative appellate rights of employee-inventors,
2&) the determination as to whether patent protection will be sought, and
5) the furnishing of certain reports to the Commissioner of Patents.

e e meemwawas wa amvTaviOD, () The determination of rights
in inventions, (3) administrative appellate rights of employee-inventors,
Eh) the determination as to whether patent protection will be sought, and
5) the furnishing of certain reports to the Commissioner of Patents.
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" b 'The head of each opersting unit or his designee shall submit to the

General cmr 0.1.1 descriptions of inventions furnished by emloyees.

L Counsel shall maintain & docket of all employee in-
ventions and take steps to obtain sppropriate information on Forms CD-240,
"Invention D:Ecclonure, and CD-241, "Invention Evaluation," on these
inventions. !

.07 Determination of Rights.

a. Conditions for use;ﬂnt. The Department of Commerce require as-
sigmeent to the t of the entire right, title, and rest in and
to inventions made by its employees and to any patents that may be issued on
such inventions if it is established that any of the following conditions
are present and are sufficiently equitable to justify requirement of assign-

ment:

1. If the invention was made during working hours;

2. If the invention wvas made with a contribution by the Government of
facilities, equipment, materials, funds, or information, or of time or services
of other Government employees on official duty; or

'3, If the invention bears & direct relation to or was made in consequence
~of the official duties of the inventor.

b. Definitions of conditioms. In determining whether any of the condi-
tions set forth above were present in the meking of the invention, the
following definitions shall apply:

1. VWork hours shall mean time spent during either the usual working hours,
or overtime, or both;

T
2. A contribution of facilities, equipment, materials, or funds shall mean |
that Govermment facilities, equipment, materials, or funds were asctually |
used in connection with the invention; e

3. A contribution of information shall mean that the information used in
making the invention was available only by reason of the inventor's official
duties and was obtained from sources not otherwise available;

b, Ac ian of time and services of other Government employees on

S Betring & d.iroct relation to or made in consequence of the official
duties of the inventor means that the duties to vhich the inventor had
been assigned were such that the invention could reasonably be expected to
arise therefrom.

c. When assigmert inf;%irgg . When amy of the conditions set forth in
subparagraph .07a. of t tion as defined in subparagrsph .07b. of this

e - wwamwyweMA.U Ui VWOC OIILC1AL

auties of the inventor means that the duties to which the inventor had
been assigned were such that the invention could reasonably be expected to
arise therefrom.

[T

c. When uag:%nt u.‘i’#%%_gt‘ When any of the conditions set forth in
subparagraph .07a. of t tion as defined in subparagrsph .07b. of this




encourage mvent‘.lcn by its employees and to take full cognizance of the rights -
and interests of its employee-inventors, within the limitation of its authority,
in making determinations of the respective rights and equities of the Government
and of the inventor in an invention made by an employee of the Department of Com-
nerce.

.0k Definitions. For purposes of this section, the following definitions shall
apply:

a. "Govermment employee” or "employee'" is any officer or employee of the Depart-~

ment, including any part-time consultant or part-time employee except as otherwise
may be provided by contract, regulation, or practice approved by the Commissioner .
of Patents; and

b. ‘"Invention" means any art, machine, manufacture, design, or composition of
matter, or any new and useful improvement thereof, or any variety of plant, vhich
is or may be patentable under the patent laws of the United States.

.05 Assignment of Responsibilities.

8. In discharging its responsibilities in connection with the uniform patent
policy, the Department of Commerce is charged with:

1. Determining vhether the results of research, development or other activity
within the Department constitute invention within the {ew of lxec@:lve Order
10096, am amended by Executive Order 10930, of March 1961;

2. Determining, subject to review by the Commissioner of ?&tantt; the ﬁ@u@iﬂ
rights of the Government and of the inventor in and to any invention made by an
employee of the Department of Commerce;

3. Determining, subject to certain exceptions hereafter noted, vhether patent
protection will be sought by the Department of Commerce for such inventions; and

4. PFurnishing reports as required to the Commissioner of Patents with respect
to the determination of rights, the taking of appeals, the filing of spplications,
and the issuance of patents.

b. The General Counsel will carry ocut these responsibilities for the Depart-
ment and will also serve as the Department's liaison officer to deal with the
Commissioner of Patenmts on these and other matters pertaining to employee
inventiocns. In the discharge of his responsibilities as m.d in sub-
paragrsph .05a,0f this section exclusive of subparagraph .05a.4., the General
Counsel may utilize such representatives, boards, and coumittees as he deems
appropriate, or may delegate his authority in such manner as he deems desirsble|

.06 Determination of Invention.

a. Every employee of the Department vho believes he has made an invention
shall promptly furnish a full description thereof in writing to the head of his
operating unit, or to his designee for this purpose.

Itisthapencyorthewm#mwteV
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s weverTDATION Of Invention.

a. Every employee of the Depertment vho believes he has made an invention
shall promptly furnish a full description thereof in writing to the head of his
operating unit, or to his designee for this purpose.
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For all other employees, the Govermment must establish that the conditions
of subparagraph .07e., if present, are sufficient equitably to require an
assignment to the Government of the invention and to any patent which may
issue thereon.

g. Foreign rights. An assignment of the foreign rights in and to the in-
vention shall be made by the employee, upon request, vhenever an assignment
of the domestic rights is required,

.08 Appeals and Petitions.

a. Appeals. Any employee who is aggrieved by a determination of the
Genersal.Counsel as to his rights to or in an invention he has made may obtain
a reviev of the determination by filing two copies of a written appeal with
the Coummissioner of Patents within 30 days after receiving notice of the
determination (or such longer period as the Commissioner may, for good cause,
fix in any case). The decision of the Commissioner of Pstents upon any ap-
peal made to him shall be final, after the period for asking reconsidera- -
tion expires. Any request by the inventor for reconsidersation must be filed
with the Comuissioner within 30 days from the date of the original decision
of the Commissioner (or within such an extension thereof as may be set by
the Cormissioner before the original period expires).

b. Agency report on sppeal. In the event any employee files an appeal, the
General Counsel shall furnish the Commissioner of Patents, with & copy to
the esployee, the following information:

1. Description of the invention in sufficient detail to permit a satisfactory
review;

2. Name of the inventor and his employment status, including a detailed
statement of his official duties and responsibilities at the time of making
the invention;

3. A statement of the agency determination and reasons therefor; and

k., A detailed statement of the points of dispute or controversy, together
with coples of any statement or written srguments filed with the agency, and
of any other relevant evidence that the agency considered in making its de-
termination of Government interest. Within 25 days (or such longer period
as the Commissioner may, for good cause shown, fix in any case) after the
transmission of & copy of the agency report to the employee, the employee
may file a reply thereto with the Coumissioner and file one copy thereof
with the agency. After the time for the inventor's reply to the Govermnment
agency's report has expired and if the inventor has so requested in his
appeal, a date will be set for the hearing of oral arguments by the employee
(or by an attorney vhom he designates by written power of attorney filed
before, or at the hearing) and a representative of the Govermment agency in-
volved. The hearing will be conducted by the Commissioner, an Assistant
Commissioner, or & hearing officer designated by the Commissioner. Unless it
shall be otherwise ordered before the hearing begins, oral arguments will
be limited to thirty minutes for each side. The employee need not retain
an attorney or request an oral hearing to secure full consideration of the

e -----uﬁ; A L ANA
~—~ewesy wi @L oOe nearing) and a representative of the Govermment agency in-
volved. The hearing will be conducted by the Commissioner, an Assistant
Commissioner, or & hearing officer designated by the Commissioner. Unless it
shall be othervise ordered before the hearing begins, oral arguments will

be limited to thirty minutes for each side. The employee need not retain

an attorney or request an orsal hearing to secure full consideration of the




section exist, the stic rid:t; and, in the discretion of the Genarad” ’
Gounsel, fmiﬁ ts in and to the invention ghall belong to the Govern-
ment if:

(1) The condftions are equitably sufficient to justify assign-
ment thereof by the employee to the Government; and

(2) The Govermment has sufficient interest in the invention to
require sssigment thereof by the employee.

Where the Goverpment would otherwise be entitled to an assigmment, if it
should be found that such sssignment should not be required becsuse of lack
of sufficient interest in the invention on the part of the Govermment, the
employes nevertheless shall be required to grant to the Government a non-
exclusive, irrevocable, royalty-free license in the invention and under any
patents vhich may issue thereon, with power to grant licenses for all govern=
mental purposes. j

d. Entire title to invention left to employee. When nome of the conditions
set forth in subparagrsph .07a. of this section exist, the entire right, title,
and interest in and to the invention shall be left in the employee, subject

to law.

e. When conditions for assi are sumed to exist, It shall be pre- ,
suned that the conditions of subparsgraph .0Ta. of section exist when '
the employee is employed or assigned: T

(1) To invent or improve or perfect any process, machine, mamu-
facture, design, or composition of matter;

(2) 7o conduct or perform research or development work, or
both;

(3) To supervise, direct, coordinate or review Government.-
financed or conducted research or development work, or
both; or

(4) To act in a lizison capecity among governmental or non-
govermmental sgencies or individuals engaged in such re-
search or mew work, or both.

This presusption 1 ) rebutted by the facts or circumstances< i:btend:nt wpon
the coaditions und ch any particular invention is made and shall not pre-
clude & determinal .} that the Government shall lsave the entire right,
title and interest iii and to the invention in the employee, subject to law,

or (2) that title shall be left in the employee subject to & license to the
Government as set forth in subparagreph .07c. of this sectiom.

Burden of . Employees assigned for any one or more of the purposes

in subparagraph .07e. of this section may submit evidence that will

ensbls the Ueneral Counsel to establish the absence of any one or more of the
conditions of subparagraph .07a. of this section, or that the coaditions which

exist are insufficient equitably to justify a requirement that sssigment bde
mede to the Government of the invention and any patent which may issue thereon.
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Burden of . Employees assigned for any one or more of the purposes
in subparagraph .0Te. of this section may submit evidence that will

ensbls the General Counsel to establish the absence of any one or more of the
conditions of subparagrsph .07a. of this section, or that the coaditions which

exist are insufficient equitably to justify a requirement that sssigmment be
mede to the Govermment of the invention and any patent which may issue thereon.
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¢ Rights in the employee. Where tha%wﬂ%mﬂlmmméto
leave the domestic rights in and to an invention with an employee subject

to & license in favor of the Government and the employee acquiesces ‘in

this determination, the General Counsel will, upon the filing of an appli-
cation for patent and pending review of the determination by the Commissioner,
obtain for the Govermment s non-exclusive, irrevocable, royalty-free li-
cense in the invention with power to grant licenses for all governmental
purposes, vithout prejudice to the subsequent acquisition by the Government
of the entire domestic rights, title, and interest in and to, the in-

vention should the Commissioner so decide.

.10 Scm of Section. The provisions of this section apply to any in-
vention made by an employee on or after Jamary 23, 1950.

SECTION 4. INDERTEDNESS TO THE UNTTED STATES GOVERKMENT.

.01 Purpose. The purpose of this section is to prescribe Departmental
policy snd procedure relating to indebtedness of an employee to the
United States Govermment other than an indebtedness arising out of an
erronecus payment of pay collection of which is waived t;nﬁer 5 u.s.e. 5584
(see Administrative Order 202-558).

02 Btsia. Section 6331 of the Internmal Revenue Coﬁn of 19'5!4. ap-
proved , 1954 (68A Stat.783; 26 U.8.C. 6331), suthorizes mvolun-
wydedmtim from the cdmaraﬂmnmnbofricerwﬁ

is delinquent in paying his Federal income tax. 5 U.S8.C. mbhwims
involuntary deductions from any employee's salary for indabte&nus to the
Government resulting from overpsayment by the agency concerned. In additiom,
vhere the Govermment is both debtor and creditor with respect to an em-
ployee, the Governmemt has a right to set off the indebtedness to the Govern-
ment against the indebtedness of the Govermment to the employee in settling
accounts. (See R. 8. 236; Act of June 10, 1921, 42 Stat. 2k; 31 U.S.C. T2,
and 33 Comp. Gen. 443.)

.03 Policy. Timely payment of any indebtedness to the Government of the
United States is an important personal responsibility of each employee
concerned. Any employee who fails to liguidate such indebtedness promptly
vhen due is & source of embarrassment to the Department and will be subject
to seizure of salary and to sppropriste disciplinary sction,vhich may
include removal.

314 By virtue of the Department Organization Order 20-8, t
authority for’ admin stering these regulations is vested in the Director of
Personnel. Such suthority is redelegated by Administrative Order 202-250 to
appointing officers who may be assisted or represented by such responsible
officials as they may deem appropriate. The person exercising such authority
shall be designated as Department representative.

b. Initial contact with employee. Where a complaint is received con-
cerning, or an errar is found creating, an indebtedness to the United States,
such information will be referred to the Department representative. The
Department representative will confer with the employee concerned and ad-
vise him of the Department's policy regarding the ligquidation of indebtedness.

e e —mmsawws vy owcd IESPONS1DLE
viiicimis 88 They may deem appropriate. The person exercising such authority
shall be designated as Department representative.

b. Initial contact with employee. Where a cowplaint is received con-
cerning, or an errar is found creating, an indebtedness to the United States,
such information will be referred to the Department representative. The
Department representative will confer with the employee concerned and ad-
vige him of the Department's policy regarding the ligquidation of indebtedness.
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The conference will, on the basis of the facts avallable:
1. Ascertain that the debt 1s a Jjust debt; and if so,

2. Endeavor to obtain an agreement for liquidating the indebtedness,
subject to the proviso in subparagraph ,04b.3.of this section.

3. The Internal Revenue Service is authorized, but not required, to
utilize this procedure in collecting delinguent Federal taxes. In lieu of
the procedure described in this paragraph .04, the Internal Revemue Service
may, if it so desires, utilize the procedure described in the following pro-
vision of law (68A Stat. 783; 26 U.S.C. 6331 (a)):

"If any person liasble to pay any tax neglects or refuses tc pay the
same within 10 days after notice and demand, it shall be lawful for
the Secretary or his delegate to collect such tax (and such further
sum as shall be sufficient to cover the expenses of the levy) by

levy upon all property and rights to property(except such property

as 1s exempt under Section 633%) belonging to such person or on which
there 18 a lien provided in this chapter for the payment of such tax.
Levy may be made upon the accrued salary or veages of any officer,
employee, or elected official, of the United States, the District of
Columbia, or any agency or instrumentality of the United States or
the District of Columbia, by serving a notice of levy on the employer
(28 defined in Section 3€Ol{d.)) of such officer, employee, or elected
official. If the Secretary or his delegate makes a finding that the
collection of such tax is in Jjeopardy, notice and demand for immediate
payment of such tax may be made by the Secretary or his delegate and,
upon failure or refusal to pay such tax, collectian thereof by

levy shall be lawful without regard to the 10-day period provided in
this section.”

In the event the Internal Revemue Service insists upon collection by levy,
rather than collection by payroll deduction plan, the procedure for collection
by levy must be observed, and the remainder of this paragraph .0k is not
applicable.

c. Yoluntary liquidation of & just debt. When it is established that the
debt is & just debt, that the employee is willing to enter into a plan for
liquidating the indebtedness, and that collection by levy procedures is not
involved, the Department representative will assist him in formmlating such
a plan substantially as follows:

1. The employee will agree to (a) s cash settlement in full or cash pay-
ment by installments, or (b) payroll deductions to cover the smount due.

2. The payment should be as large a3 the exmployee's personal financial
situation will permit. Except in extreme circumstances, the payment shounld
be large emough to liquidste the indebtedness in full (including sny interest
due) in not more than one year. Installments in no case should be less than
five dollars for each agreed upon installment period. The amount deducted
mist remain constant except for the final deduction, which may cover the
balance due in an amount less than a regular deduction.

2. The payment should be as large as the employee's personsal financial
situation will permit. Except in extreme circumstances, the payment should
be large emough to liquidste the indebtedness in full (including any interest
due) in not more than one year. Installments in no case should be less than
five dollars for each agreed upon installment period. The amount deducted
mist remain constant except for the final deduction, which may cover the
balance due in an amount less than a regular deduction.




facts and his arguments. He may expedite such consideration by notifying:

the Commissioner when he does not intend to file a reply to the agency report.
After a hearing on the appeal, if s hearing was requested, or after expiration
of the period for the inventor's reply to the agency report if no hearing is
set, the Comissioner shall issue & decision on the matter, which decision
shall be final after the period for ssking reconsideration expires or on the
date that a decision on & petition for reconsideration is finally disposed of.
Any request for reconsideration or modification of the decision must be filed
within 30 days from the date of the original decision (or within such an
extension therecf as may be set by the Commissioner before the original period
expires). The Commissioner's decision shall be made after consideration of
the statements of fact in the employee's appeal, the agency's repoxrt, and the
enployee's reply, but the Commissioner, at his discretion and with due respect
to the rights and convenience of the inventor and the Government agency, may
call for further statements on specific questions of fact or may request ad-
ditional evidence in the form of affidavits or éepositiom on specific facts

in dispute.

c. Petitions not involving appeals. In the event it 1;\ Mernineé that the
rights in and to an invention are to be left with the employee, & report of
such determinstion is required to be submitted to the Commissioner of Patents
for review. The Commissioner will review the determinstion and his decision
respecting the matter shall be final, subject to the right  of the employee
to submit to the Commissioner within 30 days (or such longer period as the
Commissioner may, for good cause, fix in any case) after receiving notice of
the decision, a petition for reconsideration if the Commissioner's decision
gives the Govermment greater rights than the original determinstion. Coples
of such petitions will be filed with the head of the eperating wnit and the
General Counsel.

.09 Patent Protectiomn.

8. General. The General Counsel, upon determining that an invention hu
been made under the conditions specified in subparagraph .07a. of this sectiom,
shall determine whether patent protection will be socught in the United States
by the Department of Commerce for such invention. A controversy over the
respective rights of the Govermment and of the inventor in any case shall

not delay the taking of any action seeking such patent protection. In cases
vhere it is determined that the domestic rights in and to the invention are

to be left with the employee, action by the Department of Commerce looking
toward such patent protection shall be countingent upon the consent of the
inventor.

Where there is a dispute as to whether the Govern-
1 4S8 of the domestic rights in and to the invention
oronlya.ucenuw, the General Counsel will determine whether
patent protection will be sought in the United States pending the Commissioner's
decision on the dispute. If the General Counsel decides that an spplication
for patent should be filed, he will obtain for the Government & non-exclusive,
irrevocable, royalty-free license in the invention with power to grant li-
censes for all govermmental purposes, but this shall be without prejudice to
acquiring an assignment to the Govermnment of the entire domestic right, title,
and interest in and to the invention should the Commissioner so decide.

b.

peLouL Pruceculon Will De sougnt in the United Sta-tes pends.ng the Commissioner's
decision on the dispute. If the General Counsel decides that an spplication
for patent should be filed, he will obtain for the Government & non-exclusive,
irrevocable, royalty-free license in the invention with power to grant li-
censes for all govermmental purposes, but this shall be without prejudice to
acquiring an assignmment to the Govermnment of the entire domestic right, title,
and interest in and to the invention should the Commissioner so decide.
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14 DEC 1587

Honorable Richard E. Lyng
Secretary of Agriculture
Washington, D. C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Federgl
Register regulations which set out the patent ¢lauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 ‘(enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). ’

The patent clauses contained in these regulations allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 40l1.1(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Regulation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the FAR.

Sincerely,

e, :
Secretary of Commerce

Enclosures
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Honorable Richard E. Lyng
Secretary of Agriculture
Washington, D. C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Eederal
Register regulations which set out the patent clauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 -(enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). '

The patent clauses contained in these regulations allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 401.1(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Regulation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the FAR.

Sincerely,

| '
Secretary of Commerce

Enclosures
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Honorable Richard E. Lyng
Secretary of Agriculture
Washington, D. C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Eedergl
Register regulations which set out the patent clauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 (enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). ’

The patent clauses contained in these regulations allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 40l1.1(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Requlation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the FAR.

Sincerely,

5] :
Secretary of Commerce

Enclosures
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Honorable Richard E. Lyng
Secretary of Agriculture
Washington, D. C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Eederal
Register regulations which set out the patent clauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 -(enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). '

The patent clauses contained in these regulations allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 401.1(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Reqgulation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the FAR.

Sincerely,

/5 -
Secretary of Commerce

Enclosures
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14 OCC 1887

Honorable Richard E. Lyng
Secretary of Agriculture
Washington, D. C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Federal
Register regulations which set out the patent clauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 -(enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). ‘

The patent clauses contained in these regulations allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 401.1(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Regulation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the PAR.

Sincerely,

) :
Secretary of Commerce
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14 SEC 1587

Honorable Richard E. Lyng
Secretary of Agriculture
wWashington, D. C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Eederal
Register regulations which set out the patent clauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 (enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). '

The patent clauses contained in these regulations allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 40l1.1(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Regulation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the PAR.

Sincerely,

oo
Secretary of Commerce

Enclosures
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; - | Washington, D.C. 20230
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14 OEC 1587

Honorable Richard E. Lyng
Secretary of Agriculture
Washington, D. C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Eederal
Register regulations which set out the patent clauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 (enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). '

The patent clauses contained in these regulations allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 40l1.l1l(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Regulation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the PAR,

Sincerely,

/) :
Secretary of Commerce
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14 DEC 1887

Honorable Richard E. Lyng
Secretary of Agriculture
Washington, D. C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Eederal
Register regulations which set out the patent clauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 (enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). ‘

The patent clauses contained in these regulaticns allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 40l.l1(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Regulation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the PAR.

Sincerely,

] -
Secretary of Commerce

Enclosures
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’i‘% @ j Washington, 0.C. 20230

14 CEC 1587

Honorable Richard E. Lyng
Secretary of Agriculture
Washington, D. C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Federal
Register regulations which set out the patent clauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 (enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). ’

The patent clauses contained in these regulations allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 40l1.1(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Regulation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the PFAR.

Sincerely,

e, -
Secretary of Commerce

Enclosures
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14 DEC 1887

Honorable Richard E. Lyng
Secretary of Agriculture
Washington, D, C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Eederal
Register regulations which set out the patent clauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 (enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). ’

The patent clauses contained in these regulations allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 40l.1(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Regulation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the PAR.

Sincerely,

) :
Secretary of Commerce

Enclosures
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14 CEC 1687

Honorable Richard E. Lyng
Secretary of Agriculture
Washington, D. C. 20250

Dear Dick:

On March 18, 1987, this Department published in the Eederal
Register regulations which set out the patent clauses to be
used in funding agreements with small business firms and
nonprofit organizations, 37 CFR Part 401 (enclosed). The
authority for these regulations is contained in Title 35,
Section 206 of the United States Code (enclosed). '

The patent clauses contained in these regulations allow small
business firms and nonprofit organizations to take title to any
inventions arising under a funding agreement. These clauses
ease technology transfer as set out in Executive Order 12591.

Subsection 40l.1(e) of the regulations states that they shall
take precedence over any other inconsistent regulations dealing
with ownership of inventions made by small business and
nonprofit organizations. Thus, where patent clauses set out in
the Federal Acquisition Regulation (FAR) are inconsistent with
the 37 CFR Part 401 patent clauses for small business firms and
nonprofit organizations, the latter clauses must be used.

Accordingly, your agency should use the patent clauses for
small business firms and nonprofit organizations as set out in
37 CFR Part 401. These clauses take precedence over the
inconsistent clauses in the FAR.

Sincerely,

| :
Secretary of Commerce

Enclosures
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Chapter 1 —Federal Procurement Regulations

ther payments or to carry out other under-
takings in connection with said terminated
portion, and the Government acknowledges
that the Contractor has no obligation to
perform further work or services or to make
further deliveries of articles or materials
under the terminated portion of the con-
tract: Provided, howecver, That nothing
herein contained shall impair or affect in
any way any other covenants, terms or con-
ditions of the con‘ract: And provided fur-
ther, That, with respect to the terminated
portion of the contract. the following rights
and liabilities of the parties are rescrved:

[List reserved or excepted rights and li-
abilities; see § 1-8.209-2 and Article 7 of the
agreement set forth in § 1-8.806-2.1

In Witness Whereof, etc.

§1-8.806-7 No-cost settlement  agree-
ment—complete termination.

THIS SUPPLEMENTAL AGREEMENT OF SETTLE-
MENT, entered into this day of
19— between the UNITED STATES OF AMERICA
thereinafter called “the Government"), rep-
resented by the Contracting Officer execut-
ing this contract, and ——————

. (a) A corporation organized and existing
under the laws of the State of ————— i

(b) A partnership consisting of ————— ;

(¢) An individual doing -business as
(hereinafter called ““the Contractor”).

WITNESSETH THAT:

WHEREAS, the Contractor and the Govern-
ment have entered into Contract No. ———
under date of ————, 19— which, together
with any and all amendments, changes,
modifications, and supplements thereto, is
hereinafter referred to as “the contract”;
and

WHEREAS, the contract provides that the
performance of work thereunder may at the
convenience or option of the Government
be terminated by the Government in whole,
or from time to time in part, whenever any
such termination is determined to be for the
best interest of the Government, and that
the Contractor and Contracting Officer may
agree upon the whole or any part of the
amount or amounts to be paid to the Con-
tractor by reason of such termination; and

WHEREAS, by notice of termination dated
————, 19—, the Government advised the
Contractor of the termination of the con-
tract for the convenience or at the option of
the Government; and

WHEREAS, the Contractor is willing to
waive unconditionally any claim against the
Government by reason of such termination.

Now, THEREFORE, the parties hereto agree

.as follows:

ArTicLE 1. The Contractor hereby uncon-
ditionally waives any claim against the Gov-
ernment by reason of the termination of the
contract and, except as set forth below, re-
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§ 1-9.100

leases it from any and all obligations arising
under the contract or by reason of its termi-
nation; and the Government agrees that all
obligations arising under the contract or by
reason of its termination, shall be deemed
to be concluded; except as fullows:

[List reserved or excepted rights and li-
abilities; see § 1-8.209-2 and Article 6 of the
agreements set forth in § 1-8.806-1.]

In Witness Whereof, etc.

PART 1-9—PATENTS, DATA, AND
COPYRIGHTS

Subpart 1-9.1-—Patents

Sec.

1-9.100 Scope of subpart.

1-9.101—1-9.106 [Reserved]

1-9.107 Patent rights under contracts for
research and development.

1-9.107-1 General.

1-9.107-2 [Reserved]

1-9.107-3 Policy.

1-9.107-4 Procedures.

1-9.107-5 Clauses for domestic contracts
(long form).

1-9.107-6 Clauses for domestic contracts
(short form) and Institutional Patent
Agreements.

1-9.107-7 Clause for foreign contracts.

1-9.108 [Reserved]

1-9.109 Administration of Patent Rights

clauses.

.109-1 Patent rights follow-up.

109-2 Follow-up by contractor.

109-3 Follow-up by Government.

109-4 Remedies.

109-5 Conveyance of invention rights

acquired by the Government.

1-9.109-6 Retention of greater rights.

1-6.109-7 Negotiation of Institutional
Patent Agreements.

AUTHORITY: Sec. 205(c), 83 Stat. 390 (40
U.S.C. 486(c)).

Source: 40 FR 19814, May 7, 1975, unless
otherwise noted.

Subpart 1-9.1—Patents

§ 1-9.100 Scope of subpart.

This subpart sets forth policies, pro-
cedures, and contract clauses with re-
spect to inventions made in the course
of or under a contract or subcontract
entered into with or for the benefit of
the Government where a purpose is
the conduct of experimental, develop-
mental, or research work. The policies,
procedures, and contract clauses may
also be used in grants, agreements,
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contract and, except as set forth below, re-
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mental or research work. The policies,

procedures, and contract clauses may
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§ 1-9.107-1

and other arrangements as agencies
deem appropriate.

§§ 1-9.101—1-9.106 [Reserved]

§ 1-9.107 Patent rights under contracts for
research and development.

§1-9.107-1 General.

(a) Introduction. On August 23.
1971, the President issued a Statement
of Government Patent Policy (36 FR
16887, August 26, 1971) applicable to
all executive departments and agen-
cies, revising a prior Statement of
Policy (28 FR 10943, October 12, 1963).
Essentially, the goals of this State-
ment are to provide criteria for deter-
mining the allocation of rights in in-
ventions resulting from federally spon-
sored research and development con-
tracts, to promote their expeditious
development so that the public can
benefit from early civilian use of the
inventions, and to ensure their contin-
ued availability. In applying this regu-
lation, agency heads must weigh both
the need for incentives to draw forth
private initiatives, and the need to
promote healthy competition in indus-
try. Consistent with the FPR system,
agencies may implement and supple-
ment this subpart.

(b) Applicable statutes. Except to
the extent that agencies are governed
by specific statutes or by any treaty or
agreement between the United States
and any foreign country that are in-
consistent with this subpart, agencies
shall follow the provisions of this sub-
part, including the use of the pre-
scribed clauses. Modifications to the
prescribed clauses are permissible to
the extent that these clauses are in-
consistent with the requirements of
statutes, treaties, or agreements.

(¢) Co-sponsored, cost sharing, or
joint venture research. The provisions
of this subpart are not mandatorily
applicable to co-sponsored, cost shar-
ing, or joint venture research when
the agency determines that in the
course of the work under the contract
the contractor will be required to
make a substantial contribution of
funds, facilities, or equipment to the
principal purpose of the contract.
However, agencies are encouraged to
follow the provisions of this subpart to
the extent practicable.

Cagsmapoanitoaa vouo vaad

principal purpose of the contract.
However, agencies are encouraged to
follow the provisions of this subpart to
the extent practicable.
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(d) Background patent rights. Moth-
ing in this subpart is intended to pre-
clude the use of appropriate contract
provisions concerning rights in con-
tractor’s background patents.

§1-9.107-2 [Reserved]

§1-9.107-3 Policy.

(a) The Government shall normally
acquire or reserve the right to acquire
the principal or exclusive rights
through out the world in and to any
invention made in the course of or
under a contract where:

(1) A principal purpose of the con-
tract is to create, develop, or improve
products, processes, or methods which
are intended for commercial use (or
which are otherwise intended to be
made available for use) by the general
public at home or abroad, or which
will be required for such use by gov-
ernmental regulations; or

(2) A principal purpose of the con-
tract is for exploration into fields
which directly concern the public
health, public safety, or public wel-
fare; or

(3) The contract is in a field of sci-
ence or technology in which there has
been little significant experience out-
side of work funded by the Govern-
ment, or where the Government has
been the principal developer of the
field, and the retention of exclusive
rights at the time of contracting might
confer on the contractor a preferred
or dominant position; or

(4) The services of the contractor
are:

(i) For the operation of a Govern-
ment-owned research or production fa-
cility; or

(ii) For coordinating and directing
the work of others.

In exceptional circumstances the con-
tractor may retain greater rights than
a nonexclusive license at the time of
contracting where the head of the de-
partment or agency certifies that such
action will best serve the public inter-
est. Greater rights may also be re-
tained by the contractor after the in-
vention has been identified where the
head of the department or agency de-
termines that the retention of such
greater rights is consistent with the
intent of this parsgraph (a) of this

VULIUIUAL 1108 KD VI

head of the department or agency de-
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Chapter 1—Federal Procurement Regulations

section and is either a necessary incen-
tive to ca’'l forth private risk capital
and expense to bring the invention to
the point of practical application or
that the Government’s contribution to
the invention is small compared to
that of the contractor. Where an iden-
tified invention marde in the course of
or under the contract is not directly
related to a principal purpose of the
contract, greater rights may also be re-
tained by the contractor under the cri-
teria of paragraph (c), of this section.

(b) In other situations, where the
purpose of the contract is to build
upon existing knowledge or technol-
ogy to develop information, products,
processes, or methods for use by the
Government and the work called for
by the contract is in a field of technol-
ogy in which the contractor has ac-
quired technical competence (demon-
strated by factors such as know-how,
experience, and patent position) di-
rectly related to an area in which the
contractor has an established nongo-
vernmental commercial position, the
contractor shall normally retain the
principal or exclusive rights through-
out the world in and to any resulting
inventions.

(¢c) Where the commercial interests
of the contractor are not sufficiently
established to be covered by the crite-
ria specified in paragraph (b) of this
section, the allocation of rights shall
be made by the agency after the in-
vention has been identified, in a
manner deemed most likely to serve
the public interest as expressed in this
policy, taking particularly into ac-
count the intentions of the contractor
to bring the invention to a point of
commercial application and the guide-
lines of paragraph (a) of this section,
provided that the agency may pre-
scribe by regulation special situations
where the public interest in the avail-
ability of the inventions would best be
served by permitting the contractor to
retain at the time of contracting great-
er rights than a nonexclusive license.

(d) In the situations specified in
paragraphs (b) and (c¢) of this section,
when two or more potential contrac-
tors are judged to have presented pro-
posals of equivalent merit, willingness
to grant the Government principal or
exclusive rights in resulting inventions

when two or more potential contrac-
tors are judged to have presented pro-
posals of equivalent merit, willingness
to grant the Government principal or
exclusive rights in resulting inventions

547

547

§ 1-9.107-3

will be an additional factor in the eval-
uation of the proposals.

(e) Where the principal or exclusive
rights in.an invention remain in the
contractor, he shovld agree to provide
written reports at reasonable intervals,
when requested by the Government,
on the commercial use that is being
made or is intended to be made of in-
ventions made under Government con-
tracts.

(f) Where the principal or exclusive
rights in an invention remain in the
contractor, unless the contractor, his
licensee, or his assignee has taken ef-
fective steps within 3 years after a
patent issues on the invention to bring
the invention to the point of practical
application, or has made the invention
available for licensing royalty-frce or
on terms that are reasonable in the
circumstances, or can show cause why
he should retain the principal or ex-
clusive rights for a further period of
time, the Government shall have the
right to require the granting of a non-
exclusive or exclusive license to a re-
sponsible applicant(s) on terms that
are reasonable under the circum-
stances.

(g) Where the principal or exclusive
rights to an invention are retained by
the contractor, the Government shall
have the right to require the granting
of a nonexclusive or exclusive license
to a responsible applicant(s) on terms
that are reasonable in the circum-
stances (i) to the extent that the in-
vention is required for public use by
governmental regulations, or (ii) as
may be necessary to fulfill health or
safety needs, or (iii) for other public
purposes stipulated in the contract.

(h) Whenever the principal or exclu-
sive rights in an invention remain in
the contractor, the Government shall
normally acquire:

(1) At lecast a nonexclusive, non-
transferable, paid-up license to make,
use, and sell the invention throughout
the world by or on behalf of the Gov-
ernment of the United States (includ-
ing any Government agency) and
States and domestic municipal govern-
ments, unless the agency head or his
designee determines that it would not
be in the public interest to acquire the
license for the States and domestic
municipal governments; and

ments, unless the agency head or his
designee determines that it would not
be in the public interest to acquire the
license for the States and domestic
municipal governments; and




§1-9.107-4

7(2) The right to sublicense any for-
eign government pursuant to any ex-
isting or future treaty or agreement if
the agency head or his designee deter-
mines it would be in the national in-
terest tu acquire the right; and

(3) The principal or exclusive rights
to the invention in any country in
which the contractor does not elect to
secure a patent.

(i) Whenever the principal or exclu-
sive rights in an invention are ac-
quired by the Government, there may
be reserved to the contractor a revoca-
ble or irrevocable, nonexclusive, royal-
ty-free license for the practice of the
invention throughout the world; an
agency may reserve the right to
revoke such license so that it might
grant an exclusive license when it de-
termines that some degree of exclusiv-
ity may be necessary to encourage fur-
ther development and commercializa-
tion of the invention. Where the Gov-
ernment acquires the principal or ex-
clusive rights to an invention and does
not elect to secure a patent in a for-
eign country, the contractor may
retain such rights in any foreign coun-
try in which he elects to secure a
patent, subject to the Government’s
rights set forth in paragraph (h) of
this section.

(j) Nothing in this subpart shall be
construed to confer immunity upon
any person from the antitrust laws or
from a charge of patent misuse, and
no person shall be immune from the
operation of State or Federal law by
reason of the retention and use of
rights pursuant to this subpart.

§1-9.107-4 Procedures.

(a) Selection of Patent Rights clause.
(1) Whenever a contract which is to be
performed in the United States, its
possessions, Puerto Rico, or the Dis-
trict of Columbia has as a purpose the
conduct of experimental, developmen-
tal, or research work, the agency shall
apply the policy in § 1-9.107-3 to the
contracting situation and shall include
in the contract a Patent Rights clause
from §§1-9.107-5 or 1-9.107-6. The
clauses in § 1-9.107-5 shall be used as
appropriate in contracts with industri-
al concerns or in contracts with non-
profit organizations calling for devel-
opmental work. The clauses specified

contractlir

in the contract a Patent Rights clause
from §§1-9.107-5 or 1-9.107-6. The
clauses in § 1-9.107-5 shall be used as
appropriate in contracts with industri-
al concerns or in contracts with non-
profit organizations calling for devel-
opmental work. The clauses specified
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in §§ 1-9.107-5 or 1-9.107-6 may be
used in contracts calling for basic or
applied research with nonprofit orga-
nizations. Solicitations shall provide
offerors with an opportunity to show
that the selected clause proposed for a
contract is inappropriate for a particu-
lar procurement situation. In no event
will contractors be asked to state their
willingness to grant the Government
principal or exclusive palent rights
prior to a determination that propos-
als of equivalent merit have been pre-
sented.

(2) The Patent Rights clause in § 1-
9.107-5(a), except as otherwise pro-
vided in § 1-9.107-6(a), shall be used
whenever the agency determines that
the experimental, developmental, or
research work to be performed under
the contract falls within § 1-9.107-3(a).
This clause provides that the Govern-
ment shall acquire title, under certain
circumstances, to inventions made in
the course of or under the contract
subject to the reservation of nonexclu-
sive license rights tn the contractor.
The contractor may retain greater
rights than a nonexclusive license
after an invention has been identified
if the agency determines that the cri-
teria of §1-9.109-6 are met. When the
agency head or his duly authorized
designee determines that exceptional
circumstances exist as provided for in
§ 1-9.107-3(a), paragraphs (b) and (i)
of the clause prescribed in § 1-9.107-
5(a) may be appropriately modified so
that the contractor retains greater
rights than a nonexclusive license con-
cerning all or specific inventions.

(3) The Patent Rights clause in § 1-
9.107-5(b) shall be used whenever the
agency determines that the experi-
mental, developmental, or research
work to be performed under the con-
tract does not come within § 1-9.107-
3(a) but is within § 1-9.107-3(b). This
clause provides that title to any inven-
tions resulting from the contract re-
mains in the contractor subject to the
acquisition of certain specified rights
by the Government.

(4) The Patent Rights clause in § 1-
9.107-5(c), except as otherwise pro-
vided in § 1-9.107-6(b), shall be used
whenever the agency delermines that
the experimental, developmental, or
research work to be performed under

by the Government.

(4) The Patent Rights clause in § 1-
9.107-5(c), except as otherwise pro-
vided in § 1-9.107-6(b), shall be used
whenever the agency delermines that
the experimental, developmental, or
research work to be performed under
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the contract does not come within
§§ 1-9.107-3 (a) or (b), but is within § 1-
9.107-3(c). The clause in § 1-9.107-5(¢)
provides that the allocation of rights
in inventions resulting from the con-
tract shall be deferred until after an
invention has been identified. When
the agency determines pursuant to its
regulations that a special situation
exists, paragraphs (b) and (i) of the
clause prescribed in § 1-9.107-5(¢c) may
be modified so that the contractor re-
tains greater rights than a nonexclu-
sive license.

(5) A short form Patent Rights
clause in § 1-9.107-6(a) or (b) may be
used by the agency instead of the
clause in § 1-9.107-5 (a) or (c), respec-
tively, where the contract calls for
basic or applied research and the con-
tractor is a nonprofit organization for
other than the operation of a Govern-
ment-owned research or production fa-
cility. These clauses are not appropri-
ate for use where the agency head de-
termines that the contractor is enti-
tled to retention of greater rights
upon a finding that exceptional cir-
cumstances as provided for in §1-
9.107-3(a) are present or where the
contract falls within the special situa-
tions criteria of §1-9.107-3(¢c). In
either event, a Patent Rights clause in
§ 1-9.107-5, appropriately modified,
shall be used.

(6) In accordance with the language
regarding exceptional circumstances
in § 1-8.107-3(a) and/or the language
regarding special situations in §1-
9.107-3(¢), agencies may enter into In-
stitutional Patent Agreements (see § 1-
9.107-6(c)) with universities and non-
profit organizations having technology
transfer programs meeting the criteria
of §1-9.109-7(b). The agreements
permit those institutions, subject to
certain conditions, to retain the entire
right, title, and interest in inventions
made in the course of their contracts.
When such an agreement has been
made with a university or nonprofit
organization, it shall be made applica-
ble to each contract with the institu-
tion in lieu of the Patent Rights
clauses in §1-9.107-5 and § 1-9.107-6,
unless a determination has been made
to exclude the contract from the
agreement.

§ 1-9.107-4

(b) Record of decisicns. Agencies
shall.record the basis for the following
actions: (1) Selection of a Patent
Rights clause; (2) finding of exception-
al circumstances in § 1-9.107-3(a) or of
special situations in § 1-9.107-3(c); (3)
retention of greater rights pursuant to
§ 1-9.109-6; and (4) determinations
under §§ 1-9.107-4 (¢) and (d).

(¢) License for the Government,
States, and municipal governments.
The policy set forth in §1-9.107-
3(h)(1) provides that the Government
shall normally acquire a paid-up li-
cense in any invention resulting from
the contract for the Government,
States, and municipal governments.
Paragraph (¢)(1) in the Patent Rights
clauses in § 1-9.107-5 sets forth such a
license. When the agency determines
that it would not be in the public in-
terest in a particular contracting situa-
tion to acquire a license for the Gov-
ernment of the scope in paragraph
(c)X1), this paragraph may be appro-
priately modified. The agency head or
his duly authorized designee may de-
termine at the time of contracting
that it would not be in the public in-
terest to acquire such a license for
States and municipal governments or
may reserve the right to make this de-
termination after the invention has
been identified. When the determina-
tion is made or the right to make the
determination is reserved, paragraph
(c)(1) of the Patent Rights clauses in
§ 1-9.107-5 shall be replaced with the
appropriate paragraph in §1-9.107-
5(d).

(d) Right to sublicense foreign gov-
ernments. Paragraph (c) of the Patent
Rights clauses in § 1-9.107-5 does not
provide the Government with the
right to grant a sublicense in any in-
ventions resulting from the contract
to any foreign government pursuant
to any treaty or agreement. The
agency head or his duly authorized
designee may determine at the time of
contracting that it would be in the na-
tional interest to acquire this right, or
he may reserve the right to make this
determination after the invention has
been identified. When the agency
head makes or reserves the right to
make this determination, the appro-
priate sentence in § 1-9.107-5(e) shall
be included as part of paragraph (¢) in
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the Patent Rights clauses of § 1-9.107-
5;

(e) Minimum rights to contractor.
Paragraph (d) of the Patent Rights
clauses of § 1-8.107-5 specify the mini-
mum rights retained by the contractor
in inventions made in the course of or
under the contract. Where appropri-
ate, the agency may modify this Mini-
mum Rights provision, whereby, the
contractor reserves.:

(1) A revocable, nonexclusive, royal-
ty-free license in the inventions, in
which case paragraph (d) of § 1-9.107-
5(a) shall be included in the Patent
Rights clauses in § 1-9.107-5;

(2) A revocable, nonexclusive, royal-
ty-free license in the inventions only
upon request by the contractor for res-
ervation of such a license, in which
case paragraph (d)(1) of the Patent
Rights clauses in § 1-9.107-V5 shall be
replaced with paragraph (d)1) in § 1-
9.107-5(1);

(3) An irrevocable, - nonexclusive,
royalty-free license in the inventions,
in which case paragraph (d) of the
Patent Rights clauses in §1-9.107-5
shall be replaced with paragraph (d)
in § 1-9.107-5(g); or

(4) An irrevocable, nonexclusive,
royalty-free license in inventions con-
structively reduced to practice prior to
the effective date of the contract, in
which case paragraph (d)(4) of §1-
9.107-5(h) shall be added to the
Patent Rights clauses in § 1-9.107-5.

(f) Subcontracts. (1) The policy ex-
pressed in § 1-9.107-3 is applicable to
prime contracts and to subcontracts
regardless of tier. The appropriate
Patent Rights clause prescribed by
this subpart shall be included in all
subcontracts having ‘as a purpose the
conduct of experimental, developmen-
tal, or research work. In general, the
Patent Rights clause in the prime con-
tract, with the exception of the with-
holding provision, will be appropriate
for inclusion in such subcontracts.
Whenever the prime contractor or a
subcontractor considers the inclusion
of the Patent Rights clause of the
prime contract in a subcontract to be
inconsistent with the policy expressed
in § 1-9.107-3, or a subcontractor re-
fuses to accept a Patent Rights clause
in his subcontract, the matter shall be
referred to the agency contracting of-

[e) € ratent ITIBIILS Tlaudc uUil uiil
prime contract in a subcontract to be
inconsistent with the policy expressed
in § 1-9.107-3, or a subcontractor re-
fuses to accept a Patent Rights clause
in his subcontract, the matter shall be
referred to the agency contracting of-
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ficer for resolution prior to the award
of the subcontract. Upon such refer-
ral, the same considerations and proce-
dures followed by the contracting offi-
cer in Sselecting the Patent Rights
clause included in the prime contract
shall be used in selecting the Patent
Rights clause to be included in the
subcontract.

(2) Contractors shall not use their
ability to award subcontracts as eco-
nomic leverage to acquire rights for
themselves in the inventions resulting
from subcontracts.

(g) Publication of invention disclo-
sures. The Patent Rights clauses of
§ 1-9.107-5 and § 1-9.107-6 specify in
paragraph (e)(4) and (b)(2), respective-
ly, that the Government may dupli-
cate and disclose invention disclosures
reported under the contract. However,
the publication of the information in
an invention disclosure by any party
before the filing of a patent applica-
tion may create a bar to the filing of
foreign patent applications. The
agency may restrict the publication of
such information by the contractor in
order to protect the interests of the
Government or the contractor in ob-
taining foreign patents by adding the
paragraph prescribed by §1-8.107-
5(i)(2) as a consecutively-numbered
paragraph after paragraph (e)4) of
the clauses of § 1-9.107-5, and after
paragraph (b)(2) of the clauses of § 1-
9.107-6. Where the contractor has
been authorized to file foreign patent
applications, the agency may desire to
restrict its publication of the informa-
tion in the related invention disclosure
in order to protect the filing of such
foreign applications by the contractor.
In this event, the sentence in §1-
9.107-5(i)(1) should be added to para-
graph (e)(4) of the Patent Rights
clauses in - §1-9.107-5, and to para-
graph (b)(2) of Patent Rights clauses
in § 1-9.107-6.

(h) Deviations. Any departures from
the policy, procedures, and clauses of
this subpart shall be subject to the
provisions of § 1-1.009.

{40 FR 19814, May 7, 1975, as amended at 43
FR 4424, Feb. 2, 1978]

ErrFecTIVE DATE NoOTE: Paragraph (a)6) of
§1-9.107-4 added at 43 FR 4424, Feb. 2,
1978, becomes effective July 18, 1978. (See
43 FR 53497, Nov. 16, 1978.)

FR 4424, Feb. 2, 1978]

ErrFecTIVE DATE NoTE: Paragraph (a)(6) of
§ 1-9.107-4 added at 43 FR 4424, Feb. 2,
1978, becomes effective July 18, 1978. (See
43 FR 53497, Nov. 18, 1978.)
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§1-9.107-5 Clauses for domestic contracts
(long form).

(a) Patent Rights clause—Acquisi-
tion by the Government. When the
agency has determined that a contract
falls within § 1-9.107-4(a)(2), the fol-
lowing clause shall be included in the
contract.

PATENTS RIGHTS—ACQUISITION BY THE-
GOVERNMENT

(a) Definitions. (1) “Subject Invention
means any invention or discovery of the
Contractor conceived or first actually re-
duced to practice in the course of or under
this contract, and includes any art, method,
process, machine, manufacture, design, or
composition of matter, or any new and
useful improvement thereof, or any variety
of plant, which is or may be patentable
under the Patent Laws of the United States
of America or any foreign country.

(2) “Contract’” means any contract, agree-
ment, grant, or other arrangement, or sub-
contract entered into with or for the benefit
of the Government where a purpose of the
contract is the conduct of experimental, de-
velopmental, or research work. .

(3) “States and domestic municipal gov-
ernments” means the States of the United
States, the District of Columbia, Puerto
Rico, the Virgin Islands, American Samoa,
Guam, the Trust Territory of the Pacific Is-
lands, and any political subdivision and
agencies thereof.

(4) “Government agency” includes an ex-
ecutive department, independent commis-
sion, board, office, agency, administration,
authority, Government corporation, or
other Government establishment of the ex-
ecutive branch of the Government of the
United States of America.

(5) “To the point of practical application”
means to manufacture in the case of a com-
position or product, to practice in the case
of a process, or to operate in the case of a
machine and under such conditions as to es-
tablish that the invention is being worked
and that its benefits are reasonably accessi-
ble to the public.

(b) Allocation of principal rights. (1) As-
signment to the Government. The Contrac-
tor agrees to assign to the Government the
entire right, title, and interest throughout
the world in and to each Subject Invention,
except to the extent that rights are retained
by the Contractor under paragraphs (b)2)
and (d) of this clause.

(2) Greater rights determinations. The
Contractor or the employee-inventor with
authorization of the Contractor may retain
greater rights than the nonexclusive license
provided in paragraph (d) of this clause in
accordance with the procedure and criteria
of 41 CFR 1-9.109-6. A request for determi-
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nation whether the Contractor or the em-
ployee-inventor is entitled to retain such
greater rights must be submitted to the
Contracting Officer at the time of the first
disclosure of the invention pursuant to
paragraph (e)X2Xi) of this clause, or not
later than 3 months thereafter, or such
longer period as may be authorized by the
Contracting Officer for good cause shown in
writing by the Contractor. The information
to be submitted for a greater rights determi-
nation is specified in 41 CFR 1-9.109-6.
Each determination of greater rights under
this contract normally shall be subject to
paragraph (c) of this clause and to the res-
ervations and conditions deemed to be ap-
propriate by the agency.

(¢) Minimum rights acquired by the Gov-
ernment. With respect to each Subject In-
vention to which the Contractor retains
principal or exclusive rights, the Contrac-
tor:

(1) Hereby grants to the Government a
nonexclusive, nontransferable, paid-up li-
cense to make, use, and sell each Subject In-
vention throughout the world by or on
behalf of the Government of the United
States (including any Government agency)
and States and domestic municipal govern-
ments;

(2) Agrees to grant to responsible appli-
cants, upon request of the Government, a li-
cense on terms that are reasonable under
the circumstances:

(i) Unless the Contractor, his licensee, or
his assignee demonstrates to the Govern-

ment that effective steps have been taken -

within 3 years after a patent issues on such
invention to bring the invention to the
point of practical application, or that the in-
vention has been made available for licens-
ing royalty-free or on terms that are reason-
able in the circumstances, or can show cause
why the principal or exclusive rights should
be retained for a further period of time; or

(ii) To the extent that the invention is re-
quired for public use by governmental regu-
lations or as may be necessary to fulfill
public health, safety or welfare needs, or for
other public purposes stipulated in this con-
tract;

(3) Shall submit written reports at reason-
able intervals upon request of the Govern-
ment during the term of the patent on the
Subject. Invention regarding: 3

(i) The commercial use that is being made
or is intended to be made of the invention;
and

(ii) The steps taken by the Contractor or
his transferee to bring the invention to the
point of practical application or to make the
invention available for licensing:

(4) Agrees to refund any amo'ints received
as royalty charges on any Subject Invention
in procurements for or on behalf of the
Government and to provide for that refund

WUy,
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and (d) of this clause.

(2) Greater rights determinations. The
Contractor or the employee-inventor with
authorization of the Contractor may retain
greater rights than the nonexclusive license
provided in paragraph (d) of this clause in
accordance with the procedure and criteria
of 41 CFR 1-9.109-6. A request for determi-

(i) The steps taken by the Contractor or
his transferee to bring the invention to the
point of practical application or to make the
invention available for licensing:
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as royalty charges on any Subject Invention
in procurements for or on behalf of the
Government and to provide for that refund
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in any instrument transferring rights to any
party in the invention; and

(5) Agrees to provide for the Govern-
ment's paid-up license pursuant to para-
graph (¢)(1) of this clause in any instrument
transferring rights in a Subject Invention
and to provide for the granting of licenses
as required by (2) of this clause, and for the
reporting of utilization information as re-
quired by paragraph (e¢)3) of this clause
whenever the instrument transfers principal
or exclusive rights in any Subject Invention.

Nothing contained in this paragraph (c)
shall be deemed to grant to the Government
any rights with respect to any invention
other than a Subject Invention.

(d) Minimum rights to the Contractor. (1)
The Contractor reserves a revocable, nonex-
clusive, royalty-free license in each patent
application filed in any country on a Sub-
ject Invention and any resulting patent in
which the Government acquires title. The
license shall extend to the Contractor’s do-
mestic subsidiaries and affiliates, if any,
within the corporate structure of which the
Contractor is a part and shall include the
right to grant sublicenses of the same scope
to the extent the Contractor was legally ob-
ligated to do so at the time the contract was
awarded. The license shall be transferable
only with approval of the agency except
when transferred to the successor of that
part of the Contractor’'s business to which
the invention pertains.

(2) The Contractor’s nonexclusive domes-
tic license retained pursuant to paragraph
(d)X(1) of this clause may be revoked or
modified by the agency to the extent neces-
sary to achieve expeditious practical appli-
cation of the Subject Invention under 41
CFR 101-4.103-3 pursuant to an application
for exclusive license submitted in accord-
ance with 41 CFR 101-4.104-3. This licens2
shall not be revoked in that field of use
and/or the geographical areas in which the
Contractor has brought the invention to the
point of practical application and continues
to make the benefits of the invention rea-
sonably accessible to the public. The Con-
tractor’s nonexclusive license in any foreign
country reserved pursuant to paragraph
(dX1) of this clause may be revoked or
modified at the discretion of the agency to
the extent the Contractor or his domestic
subsidiaries or affiliates have failed to
achieve the practical application of the in-
vention in that foreign country.

(3) Before modification or revocation of
the license, pursuant to paragraph (d)2) of
this clause, the agency shall furnish the
Contractor a written notice of its intention
to modify or revoke the license, and the
Contractor shall be allowed 30 days (or such
longer period as may be authorized by the
agency for good cause shown in writing by
the Contractor) after the notice to show
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cause why the license should not be modi-
fied or revoked. The Contractor shall have
the right to appeal, in accordance with pro-
cedures prescribed by the agency, any deci-
sion concerning the modification or revoca-
tion of his license.

(e) Invention, identification, disclosures,
and reports. (1) The Contractor shall estab-
lish and maintain active and effective proce-
dures to ensure that Subject Inventions are
promptly identified and timely disclosed.
These procedures shall include the mainte-
nance of laboratory notebooks or equivalent
records and any other records that are rea-
sonably necessary to document the concep-
tion and/or the first actual reduction to
practice of Subject Inventions, and records
which show that the procedures for identi-
fying and disclosing the inventions are fol-
lowed. Upon request, the Contractor shall
furnish the Contracting Officer a descrip-
tion of these procedures so that he may
evaluate and determine their effectiveness.

(2) The Contractor shall furnish the Con-
tracting Officer:

(i) A complete technical disclosure for
each Subject Invention within 6 months
after conception or first actual reduction to
practice whichever occurs first in the course
of or under the contract, but in any event
prior to any on sale, public use, or publica-
tion of such invention known to the Con-
tractor. The disclosure shall identify the
contract and inventor and shall be suffi-
ciently complete in technical detail and ap-
propriately illustrated by sketch or diagram
to convey to one skilled in the art to which
the invention pertains a clear understand-
ing of the nature, purpose, operation, and,
to the extent known, the physical, chemical,
biological, or electrical characteristics of the
invention;

(ii) Interim reports' at least every 12
months from the date of the contract listing
Subject Inventions for that period and certi-
fying that:

(A) The Contractor’s procedures for iden-
tifying and disclosing Subject Inventions as
required by this paragraph (e) have been
followed throughout the reporting period;
and :

(B) All Subject Inventions have been dis-
closed or that there are no such inventions;
and

(iti) A final report! within 3 months after
completion of the contract work, listing all
Subject Inventions or certifying that there
were no such inventions.

(3) The Contractor shall obtain patent
agreements to effectuate the provisions of
this clause from all persons in his employ
who perform any part of the work under
this contract except nontechnical personnel,
such as clerical employees and manual la-
borers.

'Agency may specify form.

(3) Before modilicatlon oOr revuiativii o1
the license, pursuant to paragraph (d)2) of
this clause, the agency shall furnish the
Contractor a written notice of its intention
to modify or revoke the license, and the
Contractor shall be allowed 30 days (or such
longer period as may be authorized by the
agency for good cause shown in writing by
the Contractor) after the notice to show
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(4) The Contractor agrees that the Gov-
ernment may duplicate and disclose Subject
Invention disclosures and all other reports
and papers furnished or required to be fur-
nished pursuant to this clause.

(f) Ferfeiture of rights in unreported Sub-
ject Inventions. (1) The Contractor shall
forfeit to the Government all rights in any
Subject Invention which he fails to disclose
to the Contracting Officer within 6 months
after the time he: . )

(i) Files or causcs to be filed a United
States or foreign application thereon; or

(ii) Submits the final report required by
paragraph (e)(2)(ii) of this clause, which-
ever is later. .

(2) However, the Contractor shall not for-
feit rights in a Subject Invention if, within
the time specified in (1)(i) or (1)(ii) of this
paragraph (f), the Contractor:

(i) Prepared a written decision based upon
a review of the record that the invention
was neither conceived nor first actually re-
duced to practice in the course of or under
the contract; or

(ii) Contending that the invention is not a
Subject Invention, he nevertheless discloses
the invention and all facts pertinent to his
contention to the Contracting Officer; or

(iii) Establishes that the failure to disclose
did not result from his fault or negligence.

(3) Pending written assignment of the
patent applications and patents on a Sub-
ject Invention determined by the Contract-
ing Officer to be forfeited (such determina-
tion to be a final decision under the Dis-
putes Clause), the Contractor shall be
deemed to hold the invention and the
patent applications and patents pertaining
thereto in trust for the Government. The
forfeiture provision of this paragraph (f)
shall be in addition to and shall not super-
sede other rights and remedies which the
Government may have with respect to Sub-
ject Inventions.

(g) Examination of records relating to in-
ventions. (1) The Contracting Officer or his
authorized representative until the expira-
tion of 3 years after final payment under
this contract shall have the right to exam-
ine any books (including laboratory note-
books), records, documents, and other sup-
porting data of the Contractor which the
Contracting Officer reasonably deems perti-
nent to the discovery or identification of
Subject Inventions to determine compliance
with the requirements of this clause.

(2) The Contracting Officer shall have the
right to review all books (including labora-
tory notebooks), records and documents of
the Contractor relating to the conception or
first actual reduction to practice of inven-
tions in the same field of technology as the
work under this contract to determine
whether any such inventions arc Subject In-
ventions if the Contractor refuses or fails
to:

w1y 10LeD0OKS), records and documents of
the Contractor relating to the conception or
first actual reduction to practice of inven-
tions in the same field of technology as the
work under this contract to determine
whether any such inventions arc Subject In-
ventions if the Contractor refuses or fails
to:
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(i) Establish the procedures of paragraph
(e)(1) of this clause; or

(ii) Maintain and follow such procedures;
or

(iii) Correct or eliminate any material de-
ficiency in the procedures within thirty (30)
days after the Contracting Officer notifies
the Contractor of such a deficiency.

(h) Withholding of payment (Not applica-
ble to Subcontracts). (1) Any time before
final payment of the amount of this con-
tract, the Contracting Officer may. if he
deems such action warranted. withhold pay-
ment until a reserve not exceeding $50,000
or 5 percent of the amount of this contract,
whichever is less, shall have been set aside if
in his opinion the Contractor fails to:

(i) Establish, maintain, and follow effec-
tive procedures for identifying and disclos-
ing Subject Inventions pursuant to para-
graph (e)(1) of this ctause; or

(ii) Disclose any Subject Invention pursu-
ant to paragraph (e)(2)(i) of this clause: or

(iii) Deliver acceptable interim reports
pursuant to paragraph (e)(2)(ii) of this
clause; or

(iv) Provide the information regarding
subcontracts pursuant to paragraph (i)X5) of
this clause.

The reserve or balance shall be withheld
until the Contracting Officer has deter-
mined that the Contractor has rectified
whatever deficiencies exist and has deliv-
ered all reports, disclosures, and other infor-
mation required by this clause.

(2) Final payment under this contract
shall not be made before the Contractor de-
livers to the Contracting Officer all disclo-
sures of Subject Inventions required by
paragraph (eX2)(i) of this clause, and an ac-
ceptable final report pursuant to (e)(2)(iii)
of this clause.

(3) The Contracting Oflicer may. in his
discretion, decrease or increase the sums
withheld up to the maximum authorized
above. If the Contractor is a nonprofit orga-
nization the maximum amount that may be
withheld under this paragraph shall not
exceed $50,000 or 1 percent of the amount
of this contract whichever is less. No
amount shall be withheld under this para-
graph while the amount spercified by this
paragraph is being withheld under other
provisions of (he contract. The withholding
of any amount or subsequent payment
thereof shall not be construed as a waiver of
any rights accruing to the Government
under this contract.

(i) Subcontracts. (1) For the purpose of
this paragraph the term “Contractor”
means the party awaiding a subcontract
and the term “Subcontractor” means the
party being awarded a subcontract, regard-
less of tier.

(2) Unless otherwise authorized or direct-
ed by the Government Contracting Officer,
the Contractor shall include this Patent

s truwcee. \L) FOr the purpose of
this paragraph the term "Contractor™
means the party awarding a subcontract
and the term “Subcontractor” means the
party being awarded a subcontract, regard-
less of tier.

(2) Unless otherwise authorized or direct-
ed by the Government Contracting Officer,
the Contractor shall include this Patent
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Rights clause modified to identify the par-
ties in any subcontract hereunder if a pur-
pose of the subcontract is the conduct of ex-
perimental, developmental, or research
work. In the event of refusal by a Subcon-
tractor to accept this clause, or if in the
opinion of the Contractor this clause is in-
consistent with the policy set forth in 41
CFR 1-9.107-3, the Coutractor:

(i) Shall promptly submniit a written notice
to the Government Contracting Officer set-
ting forth reasons for the Subcontractor’s
refusal and other pertinent information
which may expedite disposition of the
matter; and

(ii) Shall not proceed with the subcontract
without the written authorization of the
Government Contracting Officer.

(3) The Contractor shall not, in any sub-
contract or by using a subcontract as consid-
eration therefor, acquire any rights in his
Subcontractor’s Subject Invention for his
own use (as distinguished from such rights
as may be required solely to fulfill his con-
tract obligations to the Government in the
performance of this contract).

(4) All invention disclosures, reports, in-
struments, and other information required
to be furnished by the Subcontractor to the
Government Contracting Officer under the
provisions of a Patent Rights clause in any
subcontract hereunder may, in the discre-
tion of the Government Contracting Offi-
cer, be furnished to the Contractor for
transmission to the Government Contract-
ing Officer.

(5) The Contractor shall promptly notify
the Government Contracting Officer in
writing upon the award of any subcontract
containing a Patent Rights clause by identi-
fying the Subcontractor, the work to be per-
formed under the subcontract, and the
dates of award and estimated completion.
Upon request of the Government Contract-
ing Officer, the Contractor shall furnish a
copy of the subcontract. If there are no sub-
contracts containing Patent Rights Clauses,
a negative report shall be included in the
final report submitted pursuant to para-
graph (e)(2)(iii) of this clause.

(6) The Contractor shall identify all Sub-
ject Inventions of the Subcontractor of
which he acquires knowledge in the per-
formance of this contract and shall notify
the Government Contracting  Officer
promptly upon the identification of the in-
ventions.

(7) It is understood that the Government
is a third party beneficiary of any subcon-
tract clause granting rights to the Govern-
ment in Subject Inventions, and the Con-
tractor hereby assigns to the Government
all rights that he would have to enforce the
Subcontractor’s obligations for the benefit
of the Government with respect to Subject
Inventions. The Contractor shall not be ob-
ligated to enforce the agreements of any

IS d LIUIU pPaluvy wliitiiviws g wa o
tract clause granting rights to the Govern-
ment in Subject Inventions, and the Con-
tractor hereby assigns to the Government
all rights that he would have to enforce the
Subcontractor's obligations for the benefit
of the Government with respect to Subject
Inventions. The Contractor shall not be ob-
ligated to enforce the agreements of any
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Subcontractor hereunder relating to the ob-
ligations of the Subcontractor to the Gov-
ernment in regard to Subiect Inventions.

(b) Patent Rights clause—Retention
by the Contractor.. When the agency
has determined that a contract falls
within § 1-9.107-4(a)(3), the Patent
Rights clause in § 1-9.107-5(a) shall be
included in the contract, except that
the name of the clause shall be
changed to “Patent Rights—Retention
by the Contractor”, paragraph (b) of
that clause shall be replaced by the
following paragraph (b), and the fol-
lowing paragraphs (j) and (k) shall be
added:

(b) Allocation of principal rights. (1) The
Contractor may retain the entire right, title,
and interest throughout the world or in any
country thereof in and to each Subject In-
vention disclosed pursuant to paragraph
(e)(2)(i) of this clause, subject Lo the rights
obtained by the Government in paragraph
(c) of this clause. The Contractor shall in-
clude with each Subjéct Invéntion disclo-
sure am‘/hether he will retain
the entire right, Titl€, and interest in the in-
vention THTo i, the world orany coun-
try thereof. .

(2) Subject to the license specified in para-
graph (d) of this clause, the Contractor
agrees to convey to the Government, upon
request, the entire domestic right, title, and
interest in any Subject Invention when the
Contractor:

(i) Does not elect under paragraph (b)1)
of this clause to relain such rights; or

(ii) Fails to have a United States patent
application filed on the invention in accord-
ance with paragraph (j) of this clause, or de-
cides not to continue prosecution of such
application; or

(iili) At any time, no longer desires to
retain title.

(3) Subject to the license specified in para-
graph (d) of this clause, the Contractor
agrees to convey to the Government upon
request the entire right, title, and interest
in any Subject Invention in any foreign
country if the Contractor:

(i) Does not elect under paragraph (b)(1)
of this clause to retain such rights in the
country. or

(il) Fails to have a patent application filed
in the country on the invention in accord-
ance with paragraph (k) of this clause, or
decides not to continue prosecution or to
pay any maintenance fees covering the in-
vention. To avoid forfeiture of the patent
application or patent, the Contractor shall
notify the Contracting Officer not less than
60 days before the expiration period for any
action required by the foreign patent office.

ance with paragraph (k) of this clausé, or
decides not to continue prosecution or to
pay any maintenance fees covering the in-
vention. To avoid forfeiture of the patent
application or patent, the Contractor shall
notify the Contracting Officer not less than
60 days before the expiration period for any
action required by the foreign patent office.
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(4) A conveyance requested pursuant to
paragraph (b)2) or (3) of this clause shall
be made by delivering to the Contracting
Officer duly executed instruments (pre-
pared by the Government) and such other
papers as are deemed necessary to vest in
the Government the entire right, title, and
interest to enable the Government to apply
for and prosecute patent applications cover-
ing the invention in this or the foreign
country, respectively, or otherwise establish
its ownership of the invention.

;\ (j) Filing of domestic patent applications.

" (1) With respect to each Subject Inven-

tion in which -Contractor elects to retain

domestic rights pursuant to paragraph (b)

of this clause, the Contractor shall have a
i domestic patent application filed within 6

months after submission of the invention

disclosure pursuant to paragraph (e)2)(i) of

this clause or such longer period as may be
ap ved by the Contracting Officer for
go%ﬁmﬂxritmg by the Contrac-
tor. With respect to the invention, the Con-
tractor shall promptly notify the Contract-
ing Officer of any decision not to file an ap-

. plication.

v (2) For each Subject Invention on which a
patent application is filed by or on behalf of
the Contractor, the Contractor shall:

(i) Within 2 months after the filing or
within 2 months after submission of the in-
vention disclosure if the patent application
previously has been filed, deliver to the
Contracting Officer a copy of the applica-
tion as filed including the filing date and
serial number;

(ii) Include the following statement in the
second paragraph of the specification of the
application and any patents issued on a Sub-
ject Invention, “The Government has rights
in this invention pursuant to Contract No.

(or Grant No. ———) awarded by

(identify the agency).”;

(iii) Within 6 months after filing the ap-
plication or within 6 months after submit-
ting the invention disclosure if the applica-
tion has been filed previously, deliver to the
Contracting Officer a duly executed and ap-
proved instrument on a form specified by
the Government fully confirmatory of all
rights to which the Government is entitled,
and provide the agency an irrevocable
power to inspect and make copies of the
patent application filed;

(iv) Provide the Contracting Officer with
a copy of the patent within 2 months after a
patent is issued on the application; and

(v) Not less than 30 days before the expi-
ration of the response period for any action
required by the Patent and Trademark
Office, notify the agency of any decision not
to continue prosecution of the application
and deliver to the agency executed instru-
ments granting the Government a power of
attorney.

S NG s

r '-——Federal Procurement Regulations

555

§ 1-9.107-5

(3) For each Subject Invention in which
the Contractor initially elects not to retain
principal domestic rights, the Contractor
shall inform the Contracting Officer
promptly in writing of the date and identity
of any on sale, public use, or publication of
the invention which may constitute a statu-
tory bar under 35 U.S.C. 102, which was au-
thorized by or known to the Contractor, or,
any contemplated action of this nature. ’

(k) Filing of foreign patent applications.

(1) With respect to each Subject Inven-
tion in which the Contractor elects to retain
principal rights in a foreign country pursu-
ant to paragraph (b)(1) of this clause, the
Contractor shall have a patent application
filed on the invention in that country, in ac-
cordance with applicable statutes and regu-
Jations, and within one of the following pe-
riods:

(i) Eight months from the date of a corre-
sponding United States application filed by
or on behalf of the Contractor; or if such an
application is not filed, 6 months from the
date the invention is submitted in a disclo-
sure pursuant to paragraph (e)X2)(i) of this
clause;

(ii) Six months from the date a license is
granted by the Commissioner of Patents
and Trademarks to file foreign applications
where such filing has been prchibited by se-
curity reasons; or

(iii) Such longer period as may be ap-
proved by the Contracting Officer.

(2) The Contractor shall notify the Con-
tracting Officer promptly of each foreign
application filed and upon written request
shall furnish an English version of the for-
eign application without additional compen-
sation. '

(c) Patent Rights clause—Deferred.
When the agency has determined that
a contract falls within §1-9.107-
4(a)(4), the Patent Rights clause in
§ 1-9.107-5(a) shall be included in the
contract, except that the name of the
clause shall be changed to “Patent
Rights—Deferred” and paragraph (b)
of that clause shall be replaced with
the following paragraph (b):

(b) Allocation of principal rights. (1) As-
signment to the Government. After a Sub-
ject Invention is identified, the Contractor
agrees to assign to the Government the
entire right, title, and interest therein
throughout the world except to the extent
that greater rights are retained by the Con-
tractor under paragraphs (b)2) and (d) of
this clause.

(2) Grealer rights determinations. The
Contractor, or the employee-inventor with
authorization of the Contractor, may retain
greater rights than the nonexclusive license
provided in paragraph (d) of this clause in

PRI

ration of the response period for any action

required by the Patent and Trademark
Office, notify the agency of any decision not
to continue prosecution of the application
and deliver to the agency executed instru-
ments granting the Government a power of
attorney.
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tractor under paragraphs (b)2) and (d) of
this clause.

(2) Greatler rights determinations. The
Contractor, or the employee-inventor with
authorization of the Contractor, may retain
greater rights than the nonexclusive license

provided in paragraph (d) of this clause in
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accordance with the procedure and criteria
of 41 CFR 1-9.109-6. A request for a deter-
mination of whether the Contractor or the
employee-inventor is entitled to retain such
greater rights must be submitted to the
Contracting Officer at the time of first dis-
closure of the invention pursuant to para-
graph (eX2Xi) of this clause, or not later
than 3 months thereafter or such longer
period as may be authorized by the Con-
tracting Officer for good cause shown in
writing by the Contractor. The information
to be submitted for a greater rights determi-
nation is specified in 41 CFR 1-9.109-6.
Each determination of greater rights under
this contract normally shall be subject to
paragraph (c¢) of this clause and to the res-
ervations and conditions deemed to be ap-
propriate by the agency.

(d) License rights of Stales and mu-
nicipal governments. (1) When the
agency head or his duly authorized
designee determines at the time of
contracting that it would not be in the
public interest to acquire a paid-up li-
cense in inventions made in the course
of or under the contract for States and
domestic municipal governments,
paragraph (c)(1) of the Patent Rights
clauses in § 1-9.107-5 shall be replaced
with the following paragraph (¢)(1):

(1) Hereby grants to the Government a
nonexclusive, nontransferable, paid-up li-
cense to make, use, and sell each Subject In-
vention throughout the world by or on
behalf of the Government of the United
States (including any Government agency).

(2) When the agency head or his
duly authorized designee decides to re-
serve the right to make the determina-
tion that it would not be in the public
interest to acquire a paid-up license in
a Subject Invention for States and do-
mestic municipal governments until
after the invention has been identi-
fied, paragraph (c)(1) of the Patent
Rights clauses in § 1-9.107-5 shall be
replaced with the following paragraph
(c)(1):

(1) Hereby grants to the Government a
nonexclusive, nontransferable, paid-up li-
cense to make, use, and sell each Subject In-
vention throughout the world by or on
behalf of the Government of the United
States (including any Government agency),
States and domestic municipal governments,
unless the agency head determines after the
invention has been identified that it would
not be in the public interest to acquire the
license for States and domestic municipal
governments.
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(e) Right to sublicense foreign gouv-
ernments. (1) When the agency head
or his duly authorized designee deter-
mines at the time of contracting that
it would be in the national interest to
acquire the right to sublicense foreign
governments pursuant to any treaty or
agreement, a senten~e shall be added
to the end of paragraph (c)(1) of the
Patent Rights clauses in § 1-9.107-5 as
follows:

This license shall include the right of the
Government to sublicense foreign govern-
ments pursuant to any treaty or agreement
with such foreign governments.

(2) When the agency head wishes to
reserve the right to make the determi-
nation to sublicense foreign govern-
ments pursuant to any treaty or agree-
ment until after the invention has
been identified, a sentence shall be
added to the end of paragraph (c)(1)
of the Patent Rights clauses in § 1-
9.107-5 as follows:

This license shall include the right of the
Covernment to sublicense foreign govern-
ments pursuant to any treaty or agreement
if the agency head determines after the in-
vention has been identified that it would be
in the national interest to acquire this right.

(f) Minimum rights to Contractor
(upon request). When the agency de-
termines that the contractor may re-
serve a revocable, nonexclusive, royal-
ty-free license in inventions made in
the course of or under the contract,
only upon a request by the contractor
for the retention of such a license,
paragraph (d)(1) of the clauses in § 1-
9.107-5 shall be replaced with the fol-
lowing paragraph (d)(1):

(d) Minimum rights to the Contractor. (1)
The Contractor may reserve upon reruest a
revocable, nonexclusive, royalty-free license
in each patent application filed in any coun-
try on a Subject Invention and any result-
ing patent in which the Government ac-
quires title. The license shall extend to the
Contractor’'s domestic subsidiaries and affili-
ates, if any, within the corporate struciure
of which the Contractor is a part and shall
include the right to grant sublicenses of the
same scope to the extent the Contractor
was legally obligated to do so at the time
the contract was awarded. The license shall
be assignable only with approval of the
agency except to the successor of that part
of the Contractor’s business to which the in-
vention pertains.

e o e ki
penall OI tne wovernment ol the uUnited

States (including any Government agency),
States and domestic municipal governments,
unless the agency head determines after the
invention has been identified that it would
not be in the public interest to acquire the
license for States and domestic municipal
governments.
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include the right to grant sublicenses of the
same scope to the extent the Contractor
was legally obligated to do so at the time
the contract was awarded. The license shall
be assignable only with approval of the
agency except to the successor of that part
of the Contractor’s business to which the in-
vention pertains.
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(g) Minimum rights to Contractor
(irrevocable). When the agency deter-
mines that the contractor may reserve
an irrevocable, nonexclusive, royalty-
free license in the inventions resulting
from the contract, paragraph (d) of

_the Patent Rights clauses of § 1-9.107-

5 shall be replaced with the following
paragraph (d):

(d) The Contractor reserves an irrevoca-
ble, nonexclusive, royalty-free license in
each patent upplication filed in any country
on a Subject Invention and any resulting
patent in which the Government acquires
title. The license shall extend to the Con-
tractor’s domestic subsidiaries and affiliates,
if any, within the corporate structure of
which the Contractor is a part and shall in-
clude the right to grant sublicenses of the
same scope to the extent the Contractor
was legally obligated to do so at the time
the contract was awarded. This license shall
be transferable only with approval of the
agency, except when transferred to the suc-
cessor of that part of the Contractor’s busi-
ness to which the invention pertains.

(h) Irrevocable license on Subject In-
ventions previously constructively re-
duced to praciice. When an agency de-
cides that the contractor may reserve
an irrevocable, nonexclusive and royal-
ty-free license for practice in this
country of each invention first actual-
ly reduced to practice under a contracl,t
which was conceived and constructive-
ly reduced to practice by the contrac-
tor prior to the effective date of €x-
ecution of the contract, the following
paragraph (d)(4) shall be added ito
paragraph (d) of the Patents Rights
clauses in § 1-9.107-5:

!
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(1) Publication of invention disclo-
sures. (1) When the agency determines
that it is in the best interest of the
parties to withhold the release or pub-
lication of information in an invention
disclosure so that the contractor may
file foreign patent appiications on the
invention, the following sentence shall
be added to paragraph (e)4) of the
Patent Rights clauses in § 1-9.107-5
and to paragraph (b}2) of the Patcnt
Rights clauses in § 1-9.107-6:

If the Contractor is to file a foreign
patent application on a Subject Invention,
the Government agrees, upon written re-
quest of the Contractor, to use its best ef-
forts to withhold publication of such inven-
tion disclosures until a patent application is
filed thereon, but in no event shall the Gov-
ernment or its employees be liable for any
publication thereof.

(2) When the agency determines to
restrict the contractor’s publication of
invention disclosures prior to the
filing of patent applications, the fol-
lowing paragraph should be added as a
consecutively numbered paragraph to
paragraph (& of the Patent Rights
clauses in § 1-9.107-5 and to paragraph
(b)(2) of the Patent Rights clauses in
§ 1-9.107-6: ..o o - )

,( ) Inorder to protect the patent interest
of the Government or the Contractor, the
Contractor shall obtain the written approv-
al of the Contracting Officer prior to the re-
lease or publication of the information in *
any Subject Invention disclosure by the
Contractor or other parties acting on his
behalf.

[40 FR 19817, May 17, 1975; 40 FR 28068,
July 3, 1975]

(4) In addition to the provisions of para‘-\‘\m§ 1-9.107-6__Clauses-for-domestic contracts

graph (d)(1) of this-clause, the Contractor
reserves an irrevocable, nonexclusive, royal-
ty-free license in each patent application
filed in any country and any resulting
patent on each Subject Invention construc-
tively reduced to practice by the Contractor
prior to the effective date of this contract.
The license shall extend to the Contractor’s
domestic subsidiaries and affiliates, if any,
within the corporate structure of which the
Contractor is a part and shall include the
right to grant sublicenses of the same scope
to the extent the Contractor was legally ob-
ligated to do so at the time the contract was
awarded. The license shall be assignable
only with approval by the agency except to
the successor of that part of the Contrac-
tor's business to which the invention per-
tains.
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“{(sRort form) and Institutional Patent
Agreements.

(a) Patent Rights clause—Acquisi-
tion by the Government. The following
clause may be uscd instead of the
clause of § 1-9.107-5(a) in contracts for
basic or applied research with non-
profit organizations other than for the
operation of a Government-owned re-
search or production facility.

PATENT RIGHTS—ACQUISITION BY THE
GOVERNMENT (SHORT FORM)

(a) Definitions. “Subject Invention"
means any invention or discovery of the
Contractor conceived or first actually re-
duced to practice in the course of or under

s

ugaled 1o do so at the time the contract was
awarded. The license shall be assignable
only with approval by the agency except to
the successor of that part of the Contrac-
tor's business to which the invention per-
tains.
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PATENT RIGHTS—ACQUISITION BY THE
(GOVERNMENT (SHORT FORM)

(a) Definitions. “Subject Invention"
means any invention or discovery of the
Contractor conceived or first actually re-
duced to practice in the course of or under
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this contract, and includes any art, method,
process, machine, manufacture, design, or
composition of matter, or any new and
useful improvement thereof, or any variety
of plant which is or may be patentable
under the Patent Laws of the United States
of America or any foreign country.

(b) Imvention disclosures and reports. (1)
The Contractor shall furnish the Contract-
ing Officer:

(1) A complete technical disclosure for
each Subject Invention, within 6 months
after conception or first actual reduction to
practice, whichever occurs first in the
course of or under the contract, but in any

event _prior to any on sale, public us€, or

publication of the invention known tgﬁtjhe
Coiitractor. THe disclosure shall™ {dentify
theTontract and inventor, and shall be suf-
ficiently complete in technical detail and
appropriately illustrated by sketch or dia-
gram to convey to one skilled in the art to
which the invention pertains a clear under-
standing of the nature, purpose, operation,
and to the extent known, the physical,
chemical, biological, or electrical character-
istics of the invention;

(i) Interim reports' at least every 12
months from the date of the contract listing
Subject Inventions for the period and certi-
fying that all Subject Inventions have been
disclosed or that there are no such inven-
tions and

(iii) An acceptable final report'® within 3
months after completion of the contract
work, listing all Subject Inventions or certi-
fying that there were no such inventions.

(2) The Contractor agrees that the Gov-
ernment may duplicate and disclose Subject
Invention disclosures and all other reports
and papers furnished or required to be fur-
nished pursuant to this clause.

(¢) Allocation of principal rights. (1) The
Contractor agrees to assign to the Govern-
ment the entire right, title, and interest
throughout the world in and to each Sub-
ject Invention, except to the extent that
rights are retained by the Contractor under
paragraphs (¢)(2) and (d) of this clause.

(2) The Contractor or the employee-inven-
tor with authorization of the Contractor
may retain greater rights than the nonex-
clusive license provided in paragraph (d) of
this clause in accordance with the procedure
and criteria of 41 CFR 1-9.109-6. A request
for a determination of whether the Contrac-
tor or the employee-inventor is entitled to
retain such greater rights must be submit-
ted to the Contracting Officer at the time of
the first disclosure of the invention pursu-
ant to paragraph (b)(1) of this clause, or not
later than 3 months thereafter or such
longer period as may be authorized by the
Contracting Officer for good cause shown in

tAgency may specify a form.

ant to paragraph (b)(1) OI LIS Clause, Ui 1

Jater than 3 months thereafter or such
longer period as may be authorized by the
Contracting Officer for good cause shown in

tAgency may specify a form.
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writing by the Contractor. The information
to be submitted for a greater rights determi-
nation is specified in 41 CFR 1-9.109-6.
Each determination of greater rights under
this contract shall be subject to the provi-
sions of paragraph (¢) “Minimum rights ac-
quired by the Government™ of the clause in
41 CFR 1-9.107-5(a), and to the reservations
and conditions deemed appropriate by Lhe
agency.

(d) Minimum righls to the Contractor.
The Contractor reserves a revocable, nonex-
clusive, royalty-free license in each patent
application filed in any country on a Sub-
ject Invention and any resulting patent in
which the Government acquires title. Revo-
cation shall be in accordance with the pro-
cedure of the clause in 41 CFR 1-9.107-5(d)
(2) and (3).

(e) Employee and Subcorntractor agree-
ments. Unless otherwise authorized in writ-
ing by the Contracting Officer, the Contrac-
tor shall:

(1) Obtain patent agreements to effectu-
ate the provisions of this clause from all
persons who perform any part of the work
under this contract except nontechnical

personnel, such as clerical employees and °

manual laborers;

(2) Insert in each subcontract having ex-
perimental, developmental, or research
work as one of its purposes provisions
making this clause applicable to the Sub-
contractor and his employees; and

(3) Promptly notify the Contracting Offi-
cer of the award of any such subcontract by
providing him with a copy of the subcon-
tract and any amendments thereto.

(b) Patent Rights clause—Deferred
(short form). This clause may be used
instead of the clause of § 1-9.107-5(¢)
in contracts for basic or applied re-
search with nonprofit organizations.
When the agency determines that a
contract falls within § 1-9.107-3(c) and
that a short form Patent Rights clause
is to be used pursuant to §1-9.107-
4(a)(5), the Fatent Rights clause set
forth in § 1-9.107-6(a) shall be includ-
ed in the contract except that the
name of the clause shall be changed to
“Patent Rights—Deferred (short
form)”; and paragraph (c)(1) of that
clause shall be replaced by the follow-
ing paragraph (¢)(1):

(1) After a Subject Invention is identified,
the Contractor agrees to assign to the Gov-
ernment the entire right, title, and interest
therein throuchout the world except to the
extent that rights are retained by the Con-
tractor under paragraphs (c)(2) and (d) of
this clause.

ernment the entire right, title, and interest
therein throusghout the world except to the
extent that rights are retained by the Con-
tractor under paragraphs (c¢)(2) and (d) of
this clause.
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) Patent  Rights—Institutional
Patent Agreement. (1) When an agency
has determined in accordance with § 1-
9.109-7 that a university or a nonprof-
it organization should receive an
agreement as authorized by § 1-9.107-
4(a)(6), an agreement substantially as
set forth in paragraph (c)(2) of this
§ 1-9.107-6 shall be used. The agree-
ment shall be appropriately completed
as indicated in thc numbered notes ap-
pearing at the end of the agreement.
Changes may be made in the agree-
ment but shall be limited to changes
required by applicable statutes or by
special administrative needs. However,
agencies shall endeavor to insure that
agreements continue to include at
least the following features:

(i) A requirement for the prompt re-
porting of all inventions to the appli-
cable agency along with an election of
rights;

(ii) Reservation of all rights speci-
fied in § 1-9.107-3(e) through (h);

(iii) A requirement that the institu-
tion made such inventions available on
a nonexclusive basis except where the
desired practical or commercial appli-
cation has not been achieved or is not
likely to be expeditiously achieved
through licensing;

(iv) A condition limiting any exclu-
sive license to a period not substantial-
ly greater than necessary to provide
the incentive for bringing the inven-
tion to the point of practical or com-
mercial application and to permit the
licensee to recoup its costs and a rea-
sonable profit thereon;

(v) A restriction that royalty charges
be limited to what is reasonable under
the circumstances or reasonable
within the industry involved;

(vi) A requirement that the institu-
tion’s royalty receipts, after payment
of administrative costs and payments
to inventors, be utilized for education-
al or research purposes;

(vil) A provision permitting the
agency to exclude individual contracts
from the operation of the agreement;

(viii) A requirement for progress re-
ports after designated periods;

(ix) A prohibition against assign-
ment of inventions without Govern-
ment approval to persons or organiza-
tions, other than assigniments to ap-
proved patent management organiza-
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tions subject to all the conditions of
this paragraph (c)(1); and

(X) A provision permitting the agree-
ment to be terminated by either party
upon 30 days written notice.

(2) The Institutional Patent Agree-
ment prescribed for use is as follows:

INSTITUTIONAL PATENT AGREEMENT

This Agreement is made and entered into
by and between the United States of Amer-
ica as represented by the ———————— (4
hereinafter referred to as the ‘““Agency.” and
hereinafter referred to as

the “Institution.”

Whereas, in accordance with the Presi-
dent’s Memorandum and Statement of Gov-
ernment Patent Policy dated August 23,
1971, and the provisions of 41 CFR 1-9.107-
4(a)(6), it has been determined that the In-
stitution has a technology transfer program
meeting the criteria of 41 CFR 1-9.109-7 in
that the Institution’s patent policy as set
forth in ————— (2), and its technology
transfer practices have been reviewed and
found acceptable; and

Whereas, the Institution is desirous of en-
tering into an agreement whereby it may
retain the entire right, title, and interest in
and administer inventionis made in the
course of or under research supported by
the Agency, subject to certain rights ac-
quired by the Government:

Now, therefore, in consideration of the
foregoing, the parties hereto agree as fol-
lows:

(a) Scope of Agreement. This Agreement
defines the rights of the parties hereto re-
garding the allocation of rights in subject
inventions made under contracts with the
agency entered into after the execution of
the Agreement except such contracts as
may be specifically excluded by the Agency.
3

(b) Definitions. (1) *“Subject Invention"
means any invention or discovery of the In-
stitution or its contractors conceived or first
actually reduced to practice in the course of
or under a contract with the Agency, and in-
cludes any art, method, process, machine,
manufacture, design, or composition of
matter, or any new and useful improvement
thereof, and any variety of plant, which is
or may be patentable under the patent Laws
of the United States of America or any for-
eign country.

(2) “Contract” means any contract (agree-
ment, grant, or other arrangement) (4) or
subcontract thereunder of the agency en-
tered into with or for the benefit of the
Government. where a purpose of the con-
tract is the conduct of experimental, devel-
opmental, or research work.

(3) “States and domestic municipal gov-
ernments’” means the States of the United
States, the District of Columbia, Puerto

ports after designated periods;

(ix) A prohibition against assign-
ment of inventions without Govern-
ment approval to persons or organiza-
tions, other than assigninents to ap-
proved patent management organiza-
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subcontract thereunder of the agency en-
tered into with or for the benefit of the
Government. where a purpose of the con-
tract is the conduct of experimental, devel-
opmental, or research work.

(3) “States and domestic municipal gov-
ernments” means the States of the United
States, the District of Columbia, Puerto




§ 1-9.107-6

Rico, the Virgin Islands, American Samoa,
Guam, and the Trust Territory of the Pacif-
ic Islands, and any political subdivision and
agencies thereof.

(4) “To bring to the point of practical ap-
plication” means to manufacture in the case
of a composition or product, to practice in
the case of a process, or to operate in the
case of a machine and under such condi-
tions as to establish that the invention is
being worked and that its benefits are rea-
sonably accessible to the public.

(5) “Made,” when used in relation to any
invention or discovery, means the conceep-
tion or first actual reduction to practice of
such invention in the course of or under a
contract.

(c) Allocation of principal rights. (1) The
Institution may retain the entire right, title,
and interest thiroughout the world or in any
country thereof in and to each Subject In-
vention disclosed pursuant to paragraph (e),
below, subject to the provisions of this
Agreement. The Institution shall include
with each Subject Invention disclosure an
election whether it will retain the entire
right, title, and interest in the invention
throughout the world or in any country
thereof subject to the rights acquired by
the Government in paragraph (d) of the
Agreement; Provided That the Institution
may request an extension of the time for
election.

(2) The Institution agrees to convey to the
Government, upon request, the entire do-
mestic right, title, and interest in any Sub-
ject Invention when the Institution:

(i) Does not elect under paragraph (c)(1)
to retain such rights; or

(ii) Fails to have a United States Patent
Application filed on the invention in accord-
ance with paragraph (£)(1), or decides not to
continue prosecution of such application; or

(iii) At any time no longer desires to
retain title.

(3) The Institution agrees to convey to the
Government, upon request, the entire right,
title, and interest in any Subject Invention
when the Institution:

(i) Does not elect under paragraph (¢)1)
to retain such rights in the country; or

(ii) Fails to have a patent application filed
in the country on the invention in accord-
ance with paragraph (f)(1) or decides not to
continue prosecution of such application or
to pay any maintenance fees covering the
invention. To avoid forfeiture of the patent
application or patent, the Institution shall
notify the Agency not less than 60 days
before the expiration period for any action
required by the foreign patent office.

(4) A conveyance, requested pursuant to
paragraphs (¢)(2) or (3) of this Agreement,
shall be made by delivering to the Agency
duly executed instruments (prepared by the
Agency) and such other papers as are
deemed necessary to vest in the government

(4) A conveyance, requested pursuant to
paragraphs (¢)(2) or (3) of this Agreement,
shall be made by delivering to the Agency
duly executed instruments (prepared by the
Agency) and such other papers as are
deemed necessary to vest in the government
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the entire right, title, and interest to enable
the Government to apply for and prosecute
patent applications covering the invention
in this or the foreign country, respectively,
or otherwise establish Government owner-
ship of such invention.

(d) Minimum rights acquired by the Gov-
ernment. (1) With respect to each Subject
Invention to which the Institution retains
principal or exclusive rights, the Institution:

(i) Hereby grants to the Government of
the United States a nonexclusive, nontrans-
ferable, paid-up license to make, use, and
sell eacht Subject Invention throughout the
world by or on behalf of the Government of
the United States (including any Govern-
ment agency) and States and domestic mu-
nicipal governments, unless the Agency de-
termines after the invention has been iden-
tified that it would not be in the public in-
terest to acquire the license for States and
domestic municipal governments; and

(ii) Agrees, upon request of the Agency, to
grant licenses to responsible applicants, on
terms that are reasonable under the circum-
stances except;

(A) When the Institution, its licensee, or
its assignee, demonstrates to the Govern-
ment (1) that effective steps have been
taken within three years after a patent
issues on such invention to bring the inven-
tion to the point of practical application or
(2) that the invention has becn made availa-
ble for licensing royalty-free or on terms
that are reasonable in the circumstances, or
can show cause why the principal or exclu-
sive rights should be retained for a further
period of time; or

(B) To the extent that the invention is re-
quired for public use by governmental regu-
lations or as may be necessary to fulfill
public health or safety needs, or for other
public purposes stipulated in the applicable
contract.

(2) Nothing contain.ed in this paragraph
(d) shall be deemed to grant to the Govern-
ment any rights with respect to any inven-
tion other than a Subject Invention.

(e) Invention identification, disclosures,
and reports. (1) The Institution shall fur-
nish the Agency:

(i) A complete technical disclosure for
each Subject Invention within 6 months
after concention or first actual reduction to
practice, whichever occurs first in the
course of or under the contract, or within 6
months from the time a contractor of the

Institution reports an invention to it pursu- .

ant to paragraph (h), but in any event prior
to any on sale, public use, or publication of
the invention known to the Institution. The
disclosure shall identify the contract and in-
ventor and shall be sufficiently complete in
technical detail to convey to one skilled in
the art to which the invention pertains a
clear understanding of the nature, purpose,
operation, and, to the extent known, the

disclosure shall identify the contr and in-
ventor and shall be sufficiently complete in
technical detail to convey to one skilled in
the art to which the invention pertains a
clear understanding of the nature, purpose,
operation, and, to the extent known, the
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physical, chemical, biological, or electrical
characteristics of the invention.

(ii) Interim reports (5) for each contract
at least every 12 months from the date of
the contract listing Subject Inventions for
the period and certifying that all Subject
Inventions have been disclosed or that there
are no such inventions.

(iii) An acceptable final report within 3
months after completion of the work under
contract, listing all Subject Inventions or
certifying that there were no such inven-
tions. (6)

(2) The Institution shall obtain patent
agreements to effect the provisions of this
Agreement, from all persons in-its employ
who perform any part of the work under
any contract except nontechnical personnel,
such as clerical employees and manual la-
borers.

(3) The Institution agrees that the Gov-
ernment may duplicate and disclose Subject
Invention disclosures and, subject to para-
graph (k), all other reports and papers fur-
nished or required to be furnished pursuant
to this Agreement. However, if the Institu-
tion is to file a patent application on a Sub-
ject Invention, the Agency agrees, upon
written request of the Institution, to use its
best efforts to withhold publication of such
invention disclosures until a patent applica-
tion is filed thereon, but in no event shall
the Government or its employees be liable

for any publication thereof. f

(f) Filing of domestic patent applications.
(1) With respect to each Subject Invention §
in which the Institution elects to retain do- f
metic rights pursuant to paragraph (c)(1) of |
this Agreement, the Institution shall have a
domestic patent application filed within 6
months after an election has been made
pursuant to paragraph (¢)(1) of this Agree-‘
ment or such longer-period.as.may be ap-
proved in-wfiling by the Agency. e
{(2) For each Subject Invention on which
z?:tem application is filed by or on behalf of

e Institution, the Institution shall:

\ (i) Within 6 months after the filing, or
within 6 months after submission of the in-
vention disclosure if the patent application
was filed prior to the contract, deliver to the
Agency a duly executed and approved in-
strument on the form specified in Exhibit A
which is attached hereto and made a part
hereof;

(ii) Within 2 months after the filing, or
within 2 months after submission of the in-
vention disclosure if the patent application
was filed prior to the contract, deliver to the

" Agency (A) a copy of the application as

filed, including the filing date and serial
number, and (B) a copy of an assignment
from the inventor or inventors to the Insti-
tution of all right, title, and interest in the
invention properly recorded in the United
States Patent and Trademark Office;

i

filed, including the filing date and serial
number, and (B) a copy of an assignment
from the inventor or inventors to the Insti-
tution of all right, title, and interest in the
invention properly recorded in the United

§ 1-9.107-6

(iii) Include the following statement, ap-
propriately complieted. in the second para-
graph of the specification of the application
and any patents issued on the Subject In-
vention, “The Government has rights in
this invention pursuant to Contract(s) (or
Grant(s)) No(s). ——— awarded by (identify
the Agency or Agencies)";

(iv) Not less than 30 days before the expi-
ration of the response period for any action
required by the United States Patent and
Trademark Office, notify the Agency of any
decision not to continue the prosecution of
the application and deliver to the Agency
executed instruments granting the Govern-
ment a power of attorney;

(v) Upon request, fully advise the Agency
concerning all actions taken during the
prosecution of any patent application and
furnish copies of any relevant documents as
requested; and

(vi) Provide the Agency with a copy of the
patent within 2 months after a patent issues
on the application.

(3) For each Subject Invention in which
the Institution initially elects not to retain
rights or requests an extension of the elec-
tion period, the Institution shall inform the
Agency promptly in writing of the date and
identity of any on sale, public use, or publi-
cation of the invention which may consti-
tute a statutory bar under 35 U.S.C. 102,
which was authorized by or known to the
Institution or any contemplated action of

L this nature.

(g) Filing of foreign patent applications.
(1) With respect to each Subject Invention
in which the Institution elects to retain
principal rights in a foreign country pursu-
ant to paragraph (c)(1) of this Agreement,
the Institution shall have a patent applica-
tion filed on the invention in that country,
in accordance with applicable statutes and
regulations, and within one of the following
periods:

(i) Eight months from the date of a corre-
sponding United States application filed by
or on behalf of the Institution; or if such an
application is not filed, 6 months from the
ate the invention is submitted in a disclo-
ure pursuant to paragraph (e)(1) of this
Agreement,;

ii) Six months from the date a license is
grated by the Commissioner of Patents and
Trademarks to file foreign applications

The Institution shall notify the
cy of foreign applications filed and,
up¢n request, shall furnish an English ver-
sign of the application without additional
cgmpensation.

(h) Subcontracts. (1) The Institution shall
include the following clause in any subcon-
tract where a purpose of that subcontract is

ABOIICY 01 F\i)]“én:;u d.ppu\,aun)xxa' u‘u’u Carina,
up¢n request, shall furnish an English ver-
sign of the application without additional
cgmpensation.

(h) Subcontracts. (1) The Institution shall
include the following clause in any subcon-
tract where a purpose of that subcontract is
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the conduct of experimental, developmen-
tal, or research work, except when the sub-
contractor holds an Institutional Patent
Agreement with the Agency or the subcon-
tractor refuses as provided in (2) of this
paragraph (h).

PaTENTS RIGHTS

(a) The Contractor hereby agrees to fur-
nish a complete technical disclosure to the
(Institution) within six months
after any invention is conceived or first ac-
tually reduced to practice in the course of
or under this contract (hereinafter referred
to as “Subject Invention(s)') and, subject to
(b), below, to assign all right, title, and in-
terest in and to such invention to
—————— (Institution) or its designee.

(b) At the time the Contractor reports any
“Subject Invention” to (Institu-
tion) the Contractor, at its option, may also
report the invention to the Agency with
which the Institution holds the prime con-
tract and request the Agency to determine
whether and on what terms the Contractor
may retain principal rights in the invention
in lieu of assigning it to' —————— (Institu-
tion). Such determinations by the Agency
shall be in accordance with the policies and
procedures of 41 CFR 1-9.109-6 and/or ap-
plicable Agency regulations. Such determi-
nations shall be final on both the Contrac-
tor and , (Institution), Provided,
That the Contractor may elect not to accept
the Agency determination and instead
assign all right, title, and interest in the in-
vention to (Institution) or its
designee.

(c) In addition, the Contractor agrees to
furnish the following materials, disclosures
and reports:

(i) Upon request, such duly executed in-
struments (prepared by the (In-
stitution) or its designee) and such other
papers as are deemed necessary to vest in
the (Institution) or its designee
the rights granted under this clause and to
enable the - (Institution) or its
designee to apply for and prosecute any
patent application, in any country, covering
such invention.

(ii) A final report, prior to final settlement
of this contract, listing all Subject Inven-
tions or certifying that no inventions were
conceived or first actually reduced to prac-
tice under the contract.

(d) The Contractor shall include in any
subcontract a clause identical to this clause,
if a purpose of the subcontract is experi-
mental, developmental, or research work. If
a Subcontractor refuses to accept this
clause or if, in the opinion of the Contrac-
tor, this clause is inconsistent with the

policy set forth in 41 CFR 1-9.107-3, the
Contractor (i) shall promptly notify the In-
stitution and (ii) shall not proceed with the
subcontract without the written authoriza-

if a purpose of the subcontract 15 €x
mental, developmental, or research work. If
a Subcontractor refuses to accept this
clause or if, in the opinion of the Contrac-
tor, this clause is inconsistent with the
policy set forth in 41 CFR 1-9.107-3, the
Contractor (i) shall promptly notify the In-
stitution and (ii) shall not proceed with the
subcontract without the written authoriza-
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tion of the Institution. It is understood that
the Institution will seek direction from the
(insert name of appronriate Agency).

(e) The contractor shall not be obligated
to enforce the agreements of any Subcon-
tractor hereunder relating to the obliga-
tions of the Subcontractor to the Govern-
ment in regard to Subject Inventions.

.

[End of Clausel

(2) In the event of a refusal by a subcon-
tractor to accept the clause specified in
(h)(1) of this agreement, or if. in the opin-
ion of the Institution, this clause is incon-
sistent with the policy set forth in 41 CFR
1-9.107-3, the Institution (i) shall promptly
submit a written notice to the Agency set-
ting forth reasons for the subcontractor's
refusal and other pertinent information
which may expedite disposition of the
matter; and (ii) shall not proceed with the
subcontract without the written authoriza-
tion of the Agency.

(3) It is understood that the Government
is a third party beneficiary of any subcon-
tract clause granting rights to the Govern-
ment in Subject Inventions, and the Institu-
tion hereby assigns to the Government all
rights that it would have to enforce the sub-
contractor’s obligations for the henefit of
the Government with respect to Subject In-
ventions. The Institution shall not be obli-
gated to enforce the agreements of any sub-

contractor hereunder relating to the obliga- -

tions of the subcontractor to the Govern-
ment in regard to Subject Inventions.

(4) Nothing in this Agreement is intended
to preclude the Institution from granting a
subcontractor rights or an option to rights
in any inventions made by the subcontrac-
tor to the extent such rights are consistent
with the provisions of this Agreement.

(i) Administration of inventions in which
the Institution elects to retain rights. (1)
The Institution shall administer those Sub-
ject Inventions to which it elects to retain
title in the public interest and shall, except
as provided in subsection (2), below, make
them available through licensing on a non-
exclusive, royalty-free, or reasonable royal-
ty basis to all qualified applicants.

(2) The Institution may license a Subject
Invention on an exclusive basis if it deter-
mines that an exclusive license is required
in the public interest because (A) it is neces-
sary as an incentive for development of the
invention or (B) market conditions are such
as to require licensing on an exclusive basis
in order to bring the invention to the point
of practical application. Any exclusive li-
cense issued by the Institution under a U.S.
patent or patent application shall be for a
limited period of time and such period shall
not, unless otherwise -approved by the
Agency, exceed 5 years from the date of the
first commercial sale or use in the United
States of America of a product or process

of practical application. Any exclusive .

cense issued by the Institution under a U.S.
patent or patent application shall be for a
limited period of time and such period shall
not, unless otherwise -approved by the
Agency, exceed 5 years from the date of the
first commercial sale or use in the United
States of America of a product or process

A
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/United States, under any patent application

/v'ritten annual report to the Agency on or %

/ the preceding year ending September 30th,
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embodying the invention, or 8 years from byﬁle Institution, and such other data and
the date of the exclusive license excepting ljv'hformation as the Agency may reasonably
that time before regulatory agencies neces- /specify. FTo the extent data or information
sary to obtain premarket clearance, which- | supplied to this section is considered by a li-
ever occurs first. Such license shall also pro- { censee to be privileged or confidential and is
vide that the licensee shall use all reason- | so marked, the Agency agrees that, to the
able effort to effect introduction into the i extent permitted by law, it will not disclose
commercial market as soon as practicable, isueh information to persons outside the
consistent with sound and reasonabie busi- Government. -
ness practices and judgment., Any extension
of the maximum period of exclusivity shall
be subject to approval of the Agency. Upon
expiration of the period of exclusivity or
any extension thereof, licenses shall be of-
fered to all qualified applicants at a reason-
able royalty rate not in excess of the exclu-
sive license royalty rate.

(3) Royalties shall not normally be in
excess of accepted trade practice. ’

(4) The Institution agrees to refund any
amounts received as royalty charges on any
Subject Invention in procurements for or on
behalf of the Government and to provide
for that refund in any instrument transfer-
ring rights to any party in the invention.

Changes. The Institution shall promptly
notify the Agency of any significant
changes in the information submitted by it
in support of its request for an Institutional
Patent Agreement; particularly, changes in
its patent policies or its administrative capa-
bilities. )

(m) Termination. This Agreement may be
terminated by either party upon 30 days
written notice. Disposition of rights in and
administration of inventions made under
contracts subject to this Agreement will not
be affected by such a termination; except
that, in the event the Government termi-
> nates this Agreement because of a failure or

(5) The balance of the royalty income ypefysal by the Institution to comply with
after payment of expenses, including pay- gany of its obligations under sections (eX1),
ments to inventors, incidental to the admin- (f), (), and (j) of this Agreement. the
istration of all inqutions assigped to it pur- Agency' has the right to require that tf]e In-
suant to the provisions of this Agreement  givytion's entire right, title, and interest in
shall be utilized for the support of educa-  gnq t5 the particular invention with respect

to which the breach occurred be assigned to

tion orresearch. T o Ve
£6) All licenses issued by the Institution t0 “Fpa United States of America, as represent-
ef%l by the Agency.

pﬁrtics, other than the Government of the
im) Communications. (9) Requests for

Agency approvals, extensions, or similar ac-
tﬁons and other correspondence required by
his Agreement should be addressed to
. Except where specifically pro-
vided otherwise in this Agreement, the
—————— or his designee shall act as the
point of authority within the Agency to
grant such approvals, extensions, or take
such other Agency actioiis as may be au-
thorized in this Agreement.

or patent on a Subject Invention shall be

made expressly subject to the conditions of

this Agreement. The Institution shall, upon.

uest, promptly furnish copies of any li-

cen reements to the Agency. e
(j) Palem

went—OFganizations.
The Institution shall not assign any Subject
Invention to parties other than the Agency:
except that, it may make such an assign-
ment to the following patent management
organizations— (7)—or any
other patent management organization if
subsequently approved by the Agency. Any
assignment to a patent management organi-
zation shall be made subject specifically to
all the terms and conditions of this Agree-

e

In witness whereof, each of the parties
hereto has executed this Agreement as of
the day and year below,

UNITED STATES OF AMERICA

ment. o . By
(k)/Reports on Development and Commer- Title
cigl Use. The Institution shall provide a ™ pate

before December 31st of each year covering | (Corporate Seal.)

regarding the status of development and ?

commercial use that is being made or in-
tended to be made of each Subject Inven- BY
tion left for administration to the Institu- ;{I‘ltle
tion and the steps that have been taken by ;Date
the Institution to bring the invention to the
point of practical application. (8) Such re-

(Institution)

ExHIBIT A.—CONFIRMATORY INSTRUMENT

ports shall include information regarding’ Application for; —————- (Title of In-
the status of development, date of first com- vention).
mercial sale or use, gross royalties received Inventor(s) —————— .
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Contract (Grant)

Serial No. ——————
No. —————.
Filing Date: ———-——— Institution

The invention identified above is a “Sub-
ject Invention™ under (identify
Institutional Patent Agreement number) to
which contract (grant) No. —————— with
(specify Government agency)

was subject.

This document is confirmatory of the
paid-up license granted to the Government
under this contract (grant) in this inven-
tion, patent application, and any resulting
patent, and of all other rights acquired by
the Government by the referenced Agree-
ment. (10)

It is understood and agreed that this doc-
ument does not preclude the Government
from asserting rights under the provisions
of said Agreement or of any other agree-
ment between the Government and the
Contractor, or any other rights of the Gov-
ernment with respect to the above-identi-
fied invention.

The Government is hereby granted an ir-
revocable power to inspect and make copies
of the above-identified patent application.

Signed this —— day of —————, 19—,

(Institution)

(Signature)

(Print or type name)

(Official title)

(End of Agreement)

(1) Insert name of Agency.

(2) Insert reference to Institution’s official
policy statements.

(3) Some agencies may wish to have the
agreement apply to all Subject Inventions
reported after the exccution of the agree-
ment, even where the contract was entered
into prior to the agreement. In such cases,
the following language may be substituted:

“This Agreement defines the rizhts of the
parties hereto regarding the allocation of
rights in Subject Inventions reported after
the execution of the Agreement, including
contracts entered into prior to this Agree-
ment, except such contracts as may be spe-
cifically excluded by the Agency.”

Agencies using this language which wish
to exclude any current contracts from the
agreement should add a statement such as
the following:

“This Agreement shall not apply to the
following contracts: * * *

Title 41—Public Contracts, Mroperty Management

(4) The bracketed language may be de-
leted but normally it is expected that Insti-
tutional Patent Agreements will apply to
grants as well as contracts.

(5) Agencies may specify a form.

(6) Agencies may find it useful to include
more detailed instructions here on the
format of these reports and the persons to
whom they should be supplied. The exact
clause may have to be varied according to
the agency’'s normal contract close-out pro-

cedures.
(7) If none are to be used, insert “none.”

(8) Different dates may be substituted de-

pending on the Agency’'s needs.
(9) Insert applicable addresses and offi-

cers.
(10) in accordance with Section (d)(1) of

the Agreement, if the Agency has deter-
mined that a license for State and domestic
municipal governments will not be obtained,
the following should be added to the Confir-
matory Instrument:

“The license granted to the Government
does not include State and domestic munici-
pal governments.”

[40 FR 19814, May 7, 1975, as amended at 43
FR 4424, Feb. 2, 1978}

§ 1-9.107-7 Clause for foreign contracts.

A Patent Rights clause shall be in-
cluded in every contract having as one
of its purposes the conduct of experi-
mental, developmental, or research
work which is to be performed outside
the United States, its possessions, or
Puerto Rico. The clauses authorized
for domestic contracts in §§ 1-9.107-5
and 1-9.107-6 may be used or replaced
by any other clause tailored to meet
the requirements peculiar to the for-
eign procurement.

§ 1-9.108 [Reserved]

§ 1-9.109 Administration of Patent Rights
clauses.

§ 1-9.109-1 Patent Rights follow-up.

It is important that the Government
and the contractor know and exercise
their rights in inventions conceived or
actually reduced to practice in the
course of or under Government con-
tracts in order to ensure their expedi-
tious availability to the public, to

enable the Government, the contrac-

tor, and the public to avoid unneces-
sary payment of royalties, and to
defend themselves against claims and
suits for patent infringement. To
attain these ends, contracts having
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Patent Rights elauses should be so ad-
ministered that:

(a) Inventions are identified, dis-
closed, and reported as required by the
contract clauses;

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

(c) When appropriate, patent appli-
cations are timely filed and prosecuted
by contractors or by the Government;

(d) The filing of patent applications
is documented by formal instruments
such as licenses or assignments; and

(e) Expeditious commercial utiliza-
tion of such inventions is achieved.

§1-9.109-2 Follow-up by contractor.

Each contractor shall establish and
maintain effective procedures to
ensure that inventions made under the
contract are identified, disclosed, and
when appropriate, patent applications
filed, and that the Government’s
rights therein are established and pro-
tected. When it is determined after
the award of a contract that the con-
tractor or subcontractor may not have
a clear understanding of the rights
and obligations of the parties under a
Patent Rights clause, a post-award ori-
entation conference or letter should
be used by the Government to explain
these rights and obligations. When re-
viewing a contractor’'s procedures, par-
ticular attention shall be given to as-
certaining their effectiveness for iden-
tifying and disclosing inventions.

§1-9.109-3 Follow-up by Government.

Each Government agency shall un-
dertake to ensure compliance by the
contractor with the obligations of the
Patent Rights clause of the contract.
This effort should be directed primar-
ily toward contracts and subcontracts
about which there is reason to believe
the contractors may not be complying
with their contractual obligations.
Other contracts and subcontracts
should be spotchecked when feasible.
These follow-up activities may include:

(a) Reviewing technical reports sub-
mitted by the contractor;

(b) Checking sources for patents
issued to the contractor in fields relat-
ed to his Government contracts;

(¢c) Interviewing contractor person-
nel regarding work under the contract,
observing the work on site, and in-

Chapter Y—Federal Procurement Regulations
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specting laboratory notebooks and
other records of the contractor related
to work under the contract; and

(d) Interviewing agency technical
personnel concerning novel develop-
ments in contracts under their cogni-
zance.

[40 FR 19821, May 7, 1975; 40 FR 28068,
July 3, 1975]

§1-9.109-4 Remedies.

If the contractor operating under
the Patent Rights clauses of § 1-9.107-
5 fails to establish, maintain, or follow
effective procedures for identifying
and disclosing inventions as required
by the Patent Rights clause or fails to
correct any deficiency after notice
thereof, the contracting officer may
require the contractor to make availa-
ble for examination books, records and
documents relating to inventions in
the same field of technology as the
contract to enable an agency determi-
nation of whether there are such in-
ventions, and may invoke the with-
holding of payments provision. Fur-
ther, the contracting officer may
invoke the withholding of payments
provision if the contractor fails to dis-
close an invention deemed by the
agency to be a Subject Invention.

§ 1-9.109-5 Conveyance of invention
rights acquired by the Government.

(a) Where the Government acquires
the entire right, title, and interest in
an invention pursuant to a contract,
assignments are required from the in-
ventor to the contractor and from the
contractor to the Government, or
from the inventor to the Government
with the consent of the contractor, to
establish clearly the chain of title
from the inventor to the Government.
The form of conveyance of title from
the inventor to the contractor must be
legally sufficient to convey the rights
the contractor is required to convey to
the Government. The optional form of
assignment set forth hereinafter pro-
vides the complete chain of title in a
single instrument and may be used to
convey title to the Government. Alter-
natively, if separate assignments are
used, both documents shall be for-
warded simultaneously to the agency
for recording.

565

40-16 0—79——37

(b) Checking sources for patents
issued to the contractor in fields relat-
ed to his Government contracts;

(¢) Interviewing contractor person-
nel regarding work under the contract,
observing the work on site, and in-

viucs uie complete chain of title in a
single instrument and may be used to
convey title to the Government. Alter-
natively, if separate assignments are
used, both documents shall be for-
warded simultaneously to the agency
for recording.
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ASSIGNMENT

Inventor(s):
Contractor:
Contracting Government Agency:
Contract No.: -
Application Title:
Contractor's Invention Docket No.: ————
Agency Invention Docket No.:
Serial No.:

Date(s) Inventor(s) Executed Oath:

Filing

The undersigned Inventor(s), in recogni-
tion of his (their) obligation as employee(s)
of the Contractor to assign inventions to
the Contractor, and pursuant to the obliga-
tions of the Contractor to the Government
under the above contract hereby assigns
(assign) to the United States of America, as
represented by the above-identified agency,
the entire right, title, and interest in and to
each invention disclosed and claimed in the
above U.S. patent application and any sub-
stitution, division, continuation-in-part, or
continuation of such patent application and
any application for reissue of any patent re-
sulting from such patent application, sub-
ject to the reservation of the following li-
cense, if any, to the Contractor.

The license reserved to the Contractor
shall extend to the Contractor's domestic
subsidiaries and affiliates, if any, within the
corporate structure of which the Contractor
is a part and shall include the right to grant
sublicenses of the same scope to the extent
the Contractor was legally obligated to do
so at the time the contract was awarded.
The license shall be transferable only with
approval of the agency except when trans-
ferred to the successor of that part of the
Contractor’'s business to which such inven-
tion pertains.

The Inventor(s) further agrees (agree) to
assist the Contractor and the Governmeni
upon request by furnishing any available in-
formation and documents, performing all
acts, and doing all things which may be rea-
sonably necessary to make this assignment
effective.

The Contractor joins in and agrees to this
assignment and except for the above reser-
vation of a license, if any, relinquishes and
assigns the entire right, title, and interest in
and to such inventions, and further agrees
to furnish to the Government upon request
any available information and documents

Title 41—Public Contracts, Property Management

day of ,19—.

Signed this

(Contractor’s Officiai and Title)

Attest:
Accepted and agreed to on behalf of the
Government

(Agency Official)

(Date)

(b) When the clause of § 1-9.107-5(b)
is included in a contract or when a
party retains title to an identified in-
vention and the right to file a patent
application pursuant to a greater
rights determination of § 1-9.109-6,
the optional form of Confirmatory In-
strument set forth hereinafter is ap-
proved for use by the contractor or by
the party retaining title.

CONFIRMATORY INSTRUMENT

(License to the Government)

(Title of invention)

Application for:

Inventor(s):
Serial No.: ————— Contract No.: ——-———
Filing Date; ————— Contractor: ————

The invention identified above is a *‘Sub-
ject Invention” under Patent Rights clause,

(identify clause)
(————) (date) included in Contract No.
with (specify agency).

This document is confirmatory of the
paid-up license granted to the Government
in this invention. patent application. and
any resulting patent, and all other rights ac-
quired by the Government under the refer-
enced contract.

It is understood and agreed that this doc-
ument does not preclude the Government
from asserting rights under the provisions
of said contract or of any other agreement
between the Government and the Contrac-
tor, or any other rights of the Government
with respect to the above-identified inven-
tion.

The Government is hereby granted an ir-
revocable power to inspect and make copies
of the above-identified patent application.

necessary for the prosecution of the above- Signed this ———— day of ~—————, 19——,
identified application for patent. [sEAL] : : S
Signed this ——— day of ————, 19—. - Applicant or Assignee (Recorded)
[seaLl ATTEST:

(Inventor)
Attest:

Repeat above for each inventor.

Signed this ——— day of ————, 19—.
[sEAL]

(Inventor)

Business Address

Appllcéﬁm or Assignee (Kecorac

By
ATTEST:

Attest: ——
Repeat above for each inventor.

Business Address

)
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(¢) Assignments, licenses, confirma-
tory instruments, and other papers
evidencing any rights of the Govern-
ment in patents or patent applications
shall be recorded in the Statutory
Register and/or documented in the
Governmental Register maintained by
the U.S. Patent and Trademark Office
pursuant to Executive Order 9424,
February 18, 1944. Such documents
shall be sent to the Commissioner of
Patents and Trademarks, Attention:
Assignment Branch, Washington, D.C.
20231, and when the document is to be
recorded in the Statutory Register,
shall be accompanied by the required
fee. When the document is recorded in
the Statutory Register, the Patent and
Trademark Office places a copy of this
recording in the Governmental Regis-
ter. If the agency does not have the
document recorded in the Statutory
Register, it shall send two copies of
the document to the Commissioner of
Patents and Trademarks and request
that these documents be filed in a des-
ignated section of the Governmental
Register. The Governmental Register
contains several sections including a
secret, departmental, and public sec-
tion. The secret section is for applica-
tions bearing a security classification;
the departmental section is for docu-
ments which are available to the Gov-
ernment and to the public only upon
approval of the Government agency;
and the public section permits access
to the public.

§1-9.109-6 Retention of greater rights.

(a) Request for the retention of great-
er domestic rights. A contractor’'s re-
quest for a determination that he
retain greater domestic rights in an
identified invention under the Patent
Rights clauses of § 1-9.107-5 (a) or (¢)
or §1-9.107-6 shall be submitted in
writing to the agency.

(1) The request shall contain the fol-
lowing information:

(i) The prime contract number and
the subcontract number, if applicable,
under which the invention was made
and an identification of the agency’s
contracting office;

(ii) A brief description-of the inven-
tion or a copy of the invention disclo-
sure;

contracting office;

(ii) A brief description-of the inven-
tion or a copy of the invention disclo-
sure;
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(iii) The nature and extent of the
rights desired; '

(iv) A description of the develop-
ment, risk capital and expense, and
time required to bring the invention to
the point of practical application;

(v) A statement of the contractor’s
plans and intentions to bring the in-
vention to the point of practical appli-
cation including:

(A) If further davelopiment and mar-
keting are to be conducted by the con-
tractor, a description of Lhe facilities,
personnel, and marketing outlets
available for that purpose, and the
extent to which such development is
to be undertaken by the contractor or
others on his behalf and/or;

(B) If licensing of the invention is in-
tended, a brief description of the con-
tractor’s licensing program; and

(vi) A statement, where the inven-
tion falls within § 1-9.107-3(a), of the
contractor’s contribution when the
contention is made that the Govern-
ment's contribution to the invention is
small compared to his contribution.

(2) Agencies may request additional
information which would facilitate a
determination that greater rights
should be ictained by the contractor.
Illustrations of such items of informa-
tion include the following:

(i) The relationship of the invention
to a principal purpose of the contract;

(ii) Any facts or information known
to the contractor about whether the
invention is intended to be developed
by the Government for commercial
use or is to be required for such use by
governmental regulation;

(iii) The relationship, if any, of the
invention to the public health, safety,
or welfare; and

(iv) The field of science and technol-
ogy of the invention and whether the
Government has been the principal
developer of this field.

(3) The contractor's employee(s)
who made an invention in the course
of or under a contract may also re-
quest, with proper authorization from
his employer, a determination that he
retain greater rights whenever the
contract so provides. A copy of the au-
thorization of the contractor-employer
should be submitted with the employ-
ee-inventor’'s request for such a deter-
mination. In submitting the informa-

ViUes. A Copy
thorization of the contractor-employer
should be submitted with the employ-
ee-inventor’s request for such a deter-
mination. In submitting the informa-

o IRl
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tion requived for a determination for
the retention of greater rights as pro-
vided in § 1-9.109-6(a)(1), and in apply-
ing the other provisions of this para-
graph, the term contractor shall be
understood to also mean the employ-
ee-inventor.

(b) Reimbursement of costs for filing
patent applications. In order to pro-
tect the interest of the Government
and the party submitting a request for
a determination that greater rights be
retained, the filing of a United States
patent application prior to the agen-
cy's determination is permissible. If an
application on a Subject Invention is
filed during the pendency of the deter-
mination, or within 60 days prior to
the receipt of a request by the agency,
the agency shall reimburse the party
filing the application for the reason-
able filing costs and for any patent
prosecution as may have occurred as
provided by § 1-15.205-26 or § 1-15.309-
22. Whenever such costs are not cov-
ered by § 1-15.205-26 ' or § 1-15.309-22,
the agency may nevertheless reim-
burse the party causing the applica-
tion to be filed for the reasonable
costs of such filing and for any patent
prosecution that may have occurred,
subject to the availability of funds,
provided:

(1) The agency determines that the
party is not entitled to the retention
of greater rights which are coexten-
sive with the party’'s request; and

(2) Prior to reimbursement the party
requesting such determination assigns
the application to a Government
agency and the agency accepts the as-
signment of the application.

(¢) Agency consideration. The
agency shall consider each request for
a determination for the retention of
greater domestic rights which was sub-
mitted within the period specified in
the Patent Rights clause and shall
make the determination in accordance
with the criteria set out in paragraphs
(d) or (e) of this section, as applicable.

(d) Criteria for a determination for
the retention of greater rights—Acqui-
sition by the Government clause.
When the request for a determination
for the retention of greater rights re-
lates to an invention reported under
the Patent Rights clause of § 1-9.107-
5(a) or § 1-9.107-6(a):

sition by use.

When the request for a determination
for the retention of greater rights re-
lates to an invention reported under
the Patent Rights clause of § 1-9.107-
5(a) or § 1-9.107-6(a):

Title 41—Public Contracts, Property Management
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(1) The requesting party may retain
greater rights regardless of whether
the invention is or is not directly relat-
ed to a principal purpose of the con-
tract when the agency finds that the
invention comes within the criteria of
§ 1-9.107-3(a) (1) through (4); and

(i) The retention of greater rights is
a necessary incentive to call forth pri-
vate risk capital and expense to bring
the invention to the point of practical
application; or

(ii) The Government’s contribution
to the invention is small compared to
that of the contractor.

(2) The requesting party also may
retain greater rights when the agency
finds that:

(i) The invention is not directly re-
lated to a principal purpose of the con-
tract and does not come within the cri-
teria of §1-9.107-3(a)(1) through (4);
and

(ii) The likelihood is that the inven-
tion will be more expeditiously devel-
oped to the point of practical applica-
tion by the intentions and plans of the
requesting party than by the activities
of the Government.

(e) Criteria for a determination for
the retention of greater rights—De-
ferred clause. When the request for a
determination for the retention of
greater rights relates to an invention
reported under the Patent Rights
clause of §1-9.107-5(c) or § 1-9.107-
6(b),

(1) The requesting party may retain
greater rights where the agency finds:

(i) The invention does not come
within the criteria of § 1-9.107-3(a) (1)
through (4); and

(ii) The likelihood is that the inven-
tion will be more expeditiously devel-
oped to the point of practical applica-
tion by the intentions and pians of the
requesting party than by the activities
of the Government.

(2) The requesting party may retain
greater rights when an agency f{inds
that the invention comes within the
criteria of §1-9.107-3(a) (1) through
(4); and ;

(i) The retention of greater rights is
a necessary incentive to call forth risk
capital and expense to bring the inven-
tion to the point of practical applica-
tion; or

a necessary incentive to call forth risk
capital and expense to bring the inven-
tion to the point of practical applica-
tion; or

(i) The retention of greater rigﬁts iS

P sy

D
the pat

Chupter 1—Federal Pr:

(ii) The Governmen:
to the invention is snu
that of the contractor.

(f) Agency determinc
rights. (1) The agency :
party requesting a det
the retention of great-
decision. If the agency’.
is not coextensive with
quest, the agency sh:
party of the reasons
final action is based.

(2) Where the dete
vides for the reque
retain title, the determ:
quire that a domestic
tion be filed on the in
requesting party, and
provisions shall apply:

(i) The application
within 6 months from
determination, or suc!
as may be authorized i:
agency for good cause
ing by the requesting >

(i) For each patent ::
the party shall:

(A) Within 2 mon
filing or within 2 m..
date of a determinati:
application previously
deliver to the agency .
plication as filed, inci
date and serial number

(B) Include the foli
in the second paragraj
cation of the applicat
sulting patent: “The «
rights in this invent:
Contract No.
awarded by
agency).”;

(C) Within 6 mon
filing, or within 6 m
mission of the invent:
the patent application
ously filed, deliver !
duly executed and :
ment prepared by 1.
fully confirmatory of
which the Governmen
provide the agency
power to inspect and
the patent application:

(D) Provide the age
of the patent within 2
patent is issued on
and

S

< ne
ent applicatiorn:
(D) Provide the age

of the patent within 2
patent is issued on
and



roperty Management

ing party may retain
~gardless of whether
»r is not directly relat-
purpose of the con-
.zency finds that the
within the criteria of
hrough (4); and
11 of greater rights is
.tive to call foith pri-
.nd expense to bring
he point of practical

suient’s contribution
s small compared to
welor,

ing party also may
.its when the agency

a1 is not directly re-
.l purpose of the con-
: come within the cri-
3(a)(1) through (4);

od is that the inven-
expeditiously devel-
of practical applica-
ons and plans of the
han by the activities

« determination for
greater rights—De-
n the request for a
4+ the retention of
ates to an invention
.ne Patent Rights
y1-5(¢c) or § 1-9.107-

g party may retain
re the agency finds:
.on does not come
. of §1-9.107-3(a) (1)

od is that the inven-
expeditiously devel-
of practical applica-
ions and plans of the
.an by the activities
JL.
.ng party may retain
.on an agency finds
1 comes within the
07-3(s) (1) through

1 of greater rights is
ive to call forth risk
: to bring the inven-
of practical applica-

Chapter 1—Federal Procurement Regulations

(ii) The Government’s contribution
to the invention is small compared to
that of the contractor.

(f) Agency determination—Domestic
rights. (1) The agency shall notify the
party requesting a determination for
the retention of greater rights of its
decision. 7f the agency's determination
is not coextensive with the party’s re-
quest, the agency shall inform the
party of the reasons on which the
final action is bascd.

(2) Where the determination pro-
vides for the requesting party to
retain title, the determination shall re-
quire that a domestic patent applica-
tion be filed on the invention by the
requesting party, and the following
provisions shall apply:

(i) The application shall be filed
within 6 months from the date of the
determination, or such longer period
as may be authorized in writing by the
agency for good cause shown in writ-
ing by the requesting party;

(ii) F'or each patent application filed,
the party shall:

(A) Within 2 months after such
filing or within 2 months after the
date of a determination if such patent
application previously has been filed,
deliver to the agency a copy of the ap-
plication as filed, including the filing
date and serial number;

(B) Include the following statement
in the second paragraph of the specifi-
cation of the application and any re-
sulting patent: “The Government has
rights in this invention pursuant to
Contract No. (or Grant No.
awarded by (identify the
agency).”;

(C) Within 6 months after such
filing, or within 6 months after sub-
mission of the invention disclosure if
the patent application has been previ-
ously filed, deliver to the agency a
duly executed and approved instru-
ment prepared by the Government
fully confirmatory of all the rights to
which the Government is entitled, and
provide the agency an irrevocable
power to inspect and make copies of
the patent application filed;

(D) Provide the agency with a copy
of the patent within 2 months after a
patent is issued on the application;
and '

)

Soords
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(E) Not less than 30 days before the
expiration of the response period for
any action required by the Patent and
Trademark Office, notify the agency
of any decision not to continue pros-
ecution of the application and deliver
to the agency executed instruments
granting the Government a power of
attorney to prosecute the application;
and

(iii) If the requesting party fails to
file an application within the pre-
scribed time periods, decides not to
continue prosecution of the applica-
tion, or no longer desires to retain
title, he shall convey to the Govern-
ment, upon request, his entire right,
title, and interest in the invention, and
to any corresponding patent’ applica-
tion or patent. The conveyance shall
be made by delivering to the agency
duly executed instruments (prepared
by the Government) and, if applicable,
such other papers as are deemed nec-
essary to vest in the Governiment the
entire right, title, and interest in the
invention and any corresponding
patent application, and to enable the
Government to prosecute the applica-
tion.

(3) Where the determination pro-
vides for the requesting party to
retain title, the determination shall be
subject to a license to the Govern-
ment, and the licensing and the com-
mercial use reporting requirements of
paragraph (c¢) “Minimum righis ac-
quired by the Government,” of the
Patent Rights clauses of §1-9.107-5.
The determination normally shall also
be subject to any other reservation or
condition deemed to be appropriate by
the agency.

(g) Agency determination—Foreign
rights. (1) A contractor’s request for a
determination that he retain greater
foreign rights in an invention under
the Patent Rights clauses of either
§ 1-9.107-5 (a) or (c¢) or § 1-9.107-6 (a)
or (b) may accompany a request for a
determination that he retain greater"
domestic rights under § 1-9.109-6(a),
or may be submitted independently
thereof. The request shall contain the
following information:

(i) The prime contract number and
the subcontract number, if applicable,
under which the invention was made

ulr I

v pe submitted independently
thereof. The request shall contain the
following information:

(i) The prime contract number and
the subcontract number, if applicable,

under which the invention was made
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(D) Provide the agency with a copy
of the patent within 2 months after a
patent is issued on the application;
and ’
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and an identification of the agency’s
contracting office;

(ii) A brief description of the inven-
tion or a copy of the invention disclo-
sure;

(iii) The countries in which the re-
guesting party intends to file a patent
application; and

(iv) Other information required by
the agency.

(2) If the Government determines
not to file a patent application on a
Subject Invention of the contractor in
any foreign country, the agency may
authorize the requesting party to file
a patent application on the invention
in such foreign country and to retain
the entire right, title, and interest
therein if it determines such authori-
zation to be in the public interest, sub-
ject to the license to the Government
provided in paragraph (c) of the
Patent Rights clause in § 1-9.107-5(a)
or § 1-9.107-6(a).

(3) Where the determination in-
cludes a requirement that the request-
ing party file and prosecute a foreign
patent application on the invention,
the following provisions shall appiy:

(i) The requesting party shall file
and prosecute a patent application on
the invention in (identify the foreign
countries) in accordance with applica-
ble statutes and regulations and
within one of the following periods:

(A) Eight months from the date the
corresponding United States patent
application is filed by or on behalf of
the requesting party; or if such an ap-
plication is not filed, 6 months fro
the date of this agreement; :

(B) Six months from the date a li-
cense is granted by the Commissioner
of Patents and Trademarks to file for-
eign applications where such filing has
been prohibited by security reasons; or

(C) Such longer period as may be ap-
proved by the agency;

(ii) The requesting party shall notify
the agency promptly of each foreign
application filed and upon written re-
quest of the agency shall furnish an
English version of the foreign applica-
tion without additional compensation;

and

(iii) If the requesting party files or
causes to be filed a patent application
on a Subject Invention in any foreign
country, or if a patent is obtained on

and

(iii) If the requesting party files or
causes to be filed a patent application
on a Subject Invention in any foreign
country, or if a patent is obtained on
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such application, the party shall
notify the agency, not less than 60
days before the expiration period for
any action required by the foreign
patent office, of any decision not to
continue prosecution of the applica-
tion or not to pay any maintenance fee
covering the invention, and within
such period shall deliver to the
agency:

(A) Executed instruments granting
to the Government power of attorney
in the application;

(B) An English version of the appli-
cation, if not previously provided, to
the agency,; and

(C) Upon request, a conveyance of
the party's entire right, title, and in-
terest in the invention in the foreign
country, and to any corresponding
patent application.
institutional

§ 1-9.109-7 Negotiation of

patent agreements.

(a) Information to be submitted by
nonprofit organization. A nonprofit
organization desiring to enter into an
Institutional Patent Agreement with
an agency shall be required to provide
the agency with the following infor-
mation:

(1) General information concerning
the organization including:

(i) A copy of the organization's Arti-
cles of Incorporation;

(ii) A statement of the organization’s
purpose and aims; and

(ili) A statement indicating the
source of the organization’s funds;

(2) A copy of the organization’s es-
tablished patent policy, together with
the date and manner of its adoption;

(3) The name, title, address, and
telephone number of the officer re-
sponsible for administration of patent
and invention matters and a descrip-
tion of staffing in this area, including
all offices which contribute to the or-
ganization’s patent management capa-
bilities;

(4) A description of the organiza-
tion’s procedures for (A) identifying
and reporting inventions and (B) for
the-evaluation of such inventions for
inclusion in the organization’s promo-
tional program;

(5) A copy of the agreement signed
by employees engaged in research and
development, indicating  their obliga-

1LIC1UDLIULL ax vlae Tty
tional program;

(5) A copy of the agreement signed
by employees engaged in research and
development, indicating their obliga-
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tion with regard to inventions con-
ceived or for the first time reduced to
practice in the course of their assigned
duties;

(6) A copy of the invention report
form or outline utilized for prepara-
tion of invention reports;

(7)Y A statement indicating whether
the organization has an agreement
with any patent management organi-
zations or consultants and a copy of
41y such agreements,;

(8) A description of the plans and in-
tentions of the organization to bring
inventions to the market place to
which it retains title, including a de-
scription of the efforts typically un-
dertaken by the organization to li-
cense its inventions;

(9) A description of the organiza-
tion’s past patent application and
patent licensing activities, including
the following:

(i) Number of inventions reported to
the organization during each of the
past 5 years; "

(ii) Number of patent applications
filed during each of the past 5 years;

(iii) Number of patents obtained
during each of the past 5 years;

(iv) Number of exclusive licenses
issued during each of the past 5 years;

(v) Number of nonexclusive licenses,
other than those to sponsoring Feder-
al agencies, issued during each of the
past 5 years;

(vi) Gross royalty income during
each of the past 5 years;

(vii) A general description of royal-
ties charged, including minimum and
maximum royalty rates;

(10) A list of subsidiary or affiliate
organizations, which would be covered
by an agreement signed by the organi-
zation;

(11) If the organization is a subsidi-
ary or affiliate organization, the name
of the other organization and a de-
scription of the relationship;

(12) The amount of support from
each Federal agency for research and
development activities currently being
administered by the organization;

(13) A statement of the organiza-
tion’s policies with respect to the shar-
ing of royalties with employees; and

(14) A description of the uses made
of any net income generated by the or-
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ganization’s patent management pro-
gram.

(b) Criteria for evaluation of a tech-
nology transfer program. Before an In-
stitutional Patent Agreement is en-
tered into with a nonprofit organiza-
tion, the organization shall have a
technology transfer program which, as
a minimum, shall include:

(1) An established patent policy
which is consistent with the policy in
§1 90.107 3 and is administered on a
continuous basis by an officer or an
organization responsible to the organi-
zation;

(2) Agreements with employees re-
quiring them to assign to the organiza-
tion, its designee, or the Government
any invention conceived or first actu-
ally reduced to practice in the course
of or under Government contracts or
assurance that such agreements will
be obtained from employees prior to
the assignment of employees to Gov-
ernment-supported research and de-
velopment projects;

(3) Procedures for prompt invention
identification and timely disclosure to
the officer or organization administer-
ing the patent policy of the institu-
tion;

(4) Procedures for invention evalua-
tion; and

(5) An active and effective promo-
tional program for the licensing and
marketing of inventions.

(c) Federal Coordinating Council for
Science, Engineering, and Technology
List. A list of organizations that have
technology transfer programs meeting
the critieria set forth in § 1-9.109-7(b),
prepared by a subcommittee of the
Committee on Intellectual Property
and Information of the Federal Co-
ordinating Council for Science, Engi-
neering, and Technology, may be used
in lieu of individual agency determina-
tions of eligibility for Institutional
Patent Agreements. However, the in-
clusion of an crganization on the list
will not preclude the agency from de-
clining an application for an Institu-
tional Patent Agreement. It is also ex-
pected that the list may be used by
some agencies in connection with
greater rights determinations or re-
quests for the inclusion of clauses in
contracts giving the nonprofit organi-
zation the first option to principal

NALIIAAILU VLA U ey v

(13) A statement of the organiza-
tion’s policies with respect to the shar-
ing of royalties with employees; and

(14) A description of the uses made
of any net income generated by the or-
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some agencies in connection with
greater rights determinations or re-
quests for the inclusion of clauses in
contracts giving the nonprofit organi-
zation the first option to principal




§ 1-10.000

rights in inventions made under the
contract.

[43 FR 4427, Feb. 2, 1978]

PART 1-10—BONDS AND
INSURANCE

Sec.
1-10.000 Scope of part.

Subpart 1-10.1—Bonds

1-10.100 Scope of subpart.

1-10.101 Applicability.

1-10.102 Definitions.

1-10.102-1 Bond.

1-10.102-2 Bid guarantee.

1-10.102-3 Performance bond.

1-10.102-4 Payment bond.

1-10.102-5 Advance payment bond.

1-10.102-6 Patent infringement bond.

1-10.102-7 Construction contract.

1-10.102-8 Annual bid bond.

1-10.102-9 Annual perforinance bond.

1-10.102-10 Consent of surety.

1-10.102-11 Penal sum or amount.

1-10.103 Bid guarantees.

1-10.103-1 Policy on use.

1-10.103-2 Amount required.

1-10.103-3 Invitation for bids provisions.

1-10.103-4 Failure to submit proper bid
guarantee.

1-10.104 Performance bonds.

1-10.104-1 Construction contracts.

1-10.104-2 Other than construction con-
tracts.

1-10.104-3 Annual performance bends.

1-10.105 Payment bonds.

1-10.105-1 Construction contracts.

1-10.105-2 Other than construction con-
tracts.

1-10.105-3 Furnishing information to sub-
contractors and suppliers.

1-10.106 Advance payment bonds.

1-10.107 Patent infringement bonds.

1-10.108 Other types of bonds.

1-10.109 Execution and administration of
bonds.

Subpart 1-10.2—Sureties on Bends

1-10.201 General.

1-10.202 Corporate sureties.

1-10.203 Individual sureties.

1-10.204 Options in lieu of sureties.

1-10.204-1 United States bonds or notes.

1-10.204-2 Certified or cashier’s checks,
bank drafts, money orders, currency, or
irrevocable letters of credit.

1-10.205 Consent of surety.

1-10.206 Furnishing information to sure-
ties.

Subpart 1-10.3—Insurance—General

1-10.300 Scope of subpart.

Skl
Ul Cicwa

irrev Xy
1-10.205 Consent of surety.
1-10.206 Furnishing information to sure-

ties.
Subpart 1-10.3—Insurance—General

1-10.300 Scope of subpart.
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Sec,

1-10.301 General.

1-10.302 Notice of cancellation or change.

1-10.303 Responsibility tor loss - of or
damage to Government property.

1-10.304 Insurance against loss of or
damage to Government property.

1-10.305 Procedures to be followed in the
event of loss or damage to Government
property.

Subpart 1-10.4—Insurance Under Fixed-Price
Contracts

1-10.400 Scope of subpart.

1-10.401 Policy.

1-10.402 Workmen's Compensation insur-
ance overseas.

Subpart 1-10.5—Insurance Under Cost-
Reimbursement Type Contracts

1-10.500 Scope of subpart.
1-10.501 Policy.
1-10.502 Types of insurance.
1-10.502-1 Workmen's compensation and
employers' liability insurance.
1-10.502-2 General liability insurance.
1-10.502-3 Automobile liability insurance.
1-10.502-4 Aircraft public and passenger li-
ability insurance.
1-10.502-5 Vessel collision liability and pro-
tection and indemnity liability insur-
ance.
1-10.503 Self-insurance.
1-10.504 Government property. [Reserved]
AUTHORITY: Sec. 205(c), 63 Stat. 390; 40
U.S.C. 486(c).
SouURcE: 29 FR 10247, July 24, 1964, unless
otherwise noted.

§ 1-10.000 Scope of part.

This part prescribes policies and pro-
cedures with respect to the use of
bonds and insurance in connection
with procurement contracts. Specifi-
cally dealt with are such subjects as
bid guarantees, bonds, sureties, and in-
surance.

Subpart 1-10.1—Bonds

§ 1-10.100 Scope of subpart.

This subpart deals, primarily, with
the use of bonds. It deals also, howev-
er, with the use of bid guarantees
which, while most frequently in bond
form, may take other forms.

§ 1-10.101 Applicability.

This Subpart 1-10.1 is applicable
both to negotiated and formally adver-
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vised procurements.
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i this subpart sh:
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pesal” and “reques
and the substitur .
terms whenever app:
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§ 1-10.102  Definitions.
_ As used in this s
Ing terms have the ;.
in this § 1-10.102.

§1-10.102-1 Bond.

“Bond” means a w
executed by a bide
identified in the
“principal”, togeth.
party, identified in
the “surety”, to scc
the bidder or contra.
tions as set out in th
event of his failure .
bayment of any los:
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[42 FR 56116, Oct. 21, 1:

§1-10.102-2 Bid guar:

“Bid guarantee” 1
mitment, such a: s
money order, certifi
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certain bonds or n«
States, accompany':.
ance that the bidder
ance of his bid, exe.
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Specified after the fc
to him.

§1-10.102-3 Performa:
“Performance bori
executed in connecti.
to secure fulfillment
tor’s obligations un-

§1-10.202-1  Payment i

“Payment bond” .
ecuted in connectic;.
to assure payment :
of all persons suppl.

form, may take other forms.

§ 1-10.101 Applicability.

This Subpart 1-10.1 is applicable
both to negotiated and formally adver-

§1-10.102-4 Payment i

“Payment bond” .
ecuted in connectio:.
to assure payment :
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DEPARTMENT OF COMMERCE accompanying the notice of proposed this by adding the following additional
rulemaking. " language to the end of § 401.13(c) (2):
Office of the Assistant Secretary for Additionally, to comply fully wi This prohibition does not extend to
PMUCQMW, TQChﬂOlogy .ﬂd secﬁon 206 Of Ti"ie 35 l'J'S.C-' th' d{sc]osu‘re 'o Q’hef 8°vemmen{ agencies or
Innovation Department published in the Federal cantractors of government agencies under an
Register (51 FR 25508) on July 14, 1988 8 = qbligation to maintain such information in
37 CFR Part 401 final interim rule and requested confidence.
{Docket No. 41278-7008] comments by September 12, 1988.

Rights to inventions Made by
Nonprofit Organizations and Smail
Business Firms

AGENCY: Assistant Secretary for
Productivity, Technology an
Innovation.

ACTION: Final rule.

SUMMARY: Public Law 98-820 amended
Chapter 18 of Title 35, United States
Code, dealing with patent rights in
inventions made with Federal funding
by nonprofit organizations and small
business firms. It also reassigned
responsibility for the promulgation of
regulations implementing 35 U.S.C. 202
through 204 and the establishment of
standard funding agreement provisions
from the Office of Mangement and
Budget (OMB) to the Secretary of
Commerce. This rule makes final the
interim final rule published in the
Federal Register on July 14, 1988, and
incorporates minor changes as a result
of comments received on the interim
final rule.

EFFECTIVE DATE: April 17, 1987.

FOR FURTHER INFORMATION CONTACT:
Mr. Norman Latker, Director, Federal
Technology Management Policy
Division, Office of Productivity,
Technology and Innovation, U.S.
Department of Commerce, Room 4837,
Washington, DC 20230. Phone: 202-377-
- 0659.

SUPPLEMENTARY INFORMATION:
Background

Public Law 98-620 amended Chapter
18 of Title 35, United States Code, and
assigned regulatory authority to the
Secretary of Commerce. The Secretary
has delegated his authority under 35
U.S.C. 208 to the Assistant Secretary for
Productivity, Technology and

Innovation. Section 206 of Title 35 U.S.C.

requires that the regulations and the
standard funding agreement be subject
to public comment before their issuance.
Accordingly. on April 4, 1985, the
Assistant Secretary published a notice
of proposed rulemaking in the Federal
Register (50 FR 13524) for public
comment. As noted at that time, the
regulation closely follows OMB Circular
A-124 which the regulation replaced.
Differences between the proposed rule
and the Circular were highlighted in
Supplementary Information

Copies of all comments received ware
made available for public inspection in
the Department’s Central Reference
Records Inspection Facility (CRRIF}
Room 6628 in the Hoovér Buildi

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

Treatment of Substantative Comments
on Interim Final Rule.

A number of comments from eight (8}
different sources were received on the
interim final rule in response to the July
14, 19886 notice.

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

DOE's first comment relates to a
suggested clarification in the discussion
portion of the interim final rule relating
to § 401.3(a) (2). DOE's concern is that
the discussion suggests that the right of
the government to declare exceptional
circumstance for national security
reasons is limited to “some limited
situations™ and that application of this
section is therefore limited to situations
where the invention report is classified.
DOE correctly points out that this is not
congistent with the actual language of
the regulation. We agree that the words
“some limited situations” should not
have been included in the discussion
portion of the July 14, 1988 notice.

DOE's second comment states that the
reference in the discussion portion of the
interim final rule, in § 401.14(b} to
nuclear weapons programs is
inaccurate. We agree that the word
nuclear should not have been in¢cluded
in the discussion of § 401.14(b).

DOE's third comment suggests that
§ 401.3(c) be revised to be consistent
with § 401.14(b), which permita DOE to
draft a substitute clause. We agree and
have included the words, "or substitute
thereto” after the reference to
§ 401.14(b) in § 401.3(c).

Another DOE comment suggests that
§ 401.13(c) (2) goes beyond the similar
provision of OMB Circular A-124 by
appearing to preclude confidential
disclosure of patent applications or
information which is part of a patent
application obtained under the clause to
other agencies or contractors of
government agencies. We have clarified

DOE also suggests that § 401.13(c){3)
is unnacessary in view of § 401.13(c)(1).
However, DOE suggests that if it is
retained, § 401.13(c)(3) should be limited
ta the same time period as § 401.13(c)(1).
Woe agree but have made no change
because the language of § 401.13 (c) {3)
already refers back to and incorporates
the § 401.13(c)(3) already refers back to
and incorporates the § 401.13(b}(1)
limitation.

DOE also states that in § 401.15, first
sentence, third word from the last word,
“of” should be “or". We agree and have
made this change.

Finally, DOE suggests that § 401.15(b)
should have the following five words
added at the end: "Unless it has been
licensed.” We agree and have included
these five words at the end of
§ 401.15(b).

Another person submitted six
comments which have been treated as
fallows:

The first comment suggests that a
statement be added to § 401.3(c) as
follows: “the Department of Energy may
only exercise the exception at § 401.3(a)
(4) with regard to inventions at the
facility that are made directly and
primarily with funds provided by either
the Department’s naval nuclear
propulsion or nuclear weapons related
programs.” This comment was not
accepted since the statute does not use
these terms. Further, all determinations
made under section 401(a)(4) by DOE
are subject to review by the Department
of Commerce under § 401.14(f) and each
determination will be examined to
ensure compliance with the law.

The second comment points out that
in order to make a determination under
§ 401.3(a) {4), an agency must find one of
the conditions set out in § 401.3(a) (1),
{2) or {3). We disagree with this
interpretation as § 401.3(a) (4] is
independent of § 401.3(a) (1), (2) and (3).

A third comment suggests that
consideration should be given to adding
language to § 401.5(g) requiring the
contractor to return a significant or a
major portion of income to the facility at
which the invention was made. This
issue was disposed of in the earlier
intertm final rule notice of july 14, 1988,
on page 25509 under the discussion of
§ 401.5{f). The matter of royalty disposal
is one that is best left to negotiations
between the interested parties.

Assistant Secretary published a notice
of proposed rulemaking in the Federal
Register (50 FR 13524) for public
comment. As noted at that time, the
regulation closely follows OMB Circular
A-124 which the regulation replaced.
Differences between the proposed rule
and the Circular were highlighted in
Supplementary Information

Another DOE comment suggests thst
§ 401.13(c) (2) goes beyond the similar
provision of OMB Circular A-124 by
appearing to preclude confidential
disclosure of patent appiications or
information which is part of a patent
application obtained under the clause to
other agencies or contractors of
government agencies. We have clarified
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which the invention was made. This
issue was disposed of in the earlier
intertm final rule notice of July 14, 1988,
on page 25509 under the discussion of

§ 401.5{f). The matter of royalty disposal
is one that is best left to negotiations
between the interested parties.
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The fourth comment relates to the
language in § 401.5(g) regarding the
physical location of contractor
employees responsible for licensing of
facility inventions. The comment
suggests that 401.5(g) expressly state
that contractors be obligated to
maintain personnel responsible for
licensing at the facility. However,
another person requested that the
subsection not be interpreted strictly to
require that such a person be physically
located at the facility. Section
202(c)(7)(C) of Pub. L. 98820 indicates
that licensing be done at the facility, “to
the extent it provides the most effective
technology transfer..."”. We believe this
language precludes arbitrarily requiring
that licensing personnel be located at
the facility.

A fifth comment recommended
requiring DOE funding agreements to
conform to the language prescribed by
§ 401.14(b)(2) when the exception at
§ 401.3(a)(4) is used. This was not
accepted. Although we have. in fact,
permitted DOE to use a substitute clause
for that set out in § 401.14(b}(2), we will
be reviewing all agency regulations
including DOE's to ensure compliance
with the law and regulations, including
all substitute clauses contained in
agency regulations.

The final comment of this second
person is that we modify the statement
in § 401.15({a) that “within 90 days after
receiving ...” to read: Within 90 days
after receiving a request and supporting
information or sooner if a statutory bar
to patenting is imminent, the agency
shall either make a determination or
inform the contractor of why a
determination has not yet been made
and when one can reasonably be
expected.” This comment was not
accepted. At this time, this is a matter
best left to the parties to determine on a
case-by-case basis.

A number of comments were also
received regarding a typographical error
in the “"Background™ section on page
25510 of the july 14, 1988 Federal
Register notice. The word “not” was
inadvertently left out of the last
sentence of the first paragraph
discussing § 401.7. The sentence should
have read as follows: “this change has
been made because small business
preference is not intended to inhibit
industrial support of university
research.”

Two comments were received that
relate to the exceptions to be made for
handling of inventions if they are under
research at a government-owned,
contractor-operated facility (GOCO):

The first comment relates to the
requirement in §-401.5(g) that specifies

TR

Two comments were received that
relate to the exceptions to be made for
handling of inventions if they are under
research at a government-owned,
contractor-operated facility (GOCQ):

The first comment relates to the
requirement in §-401.5(g) that specifies

that income be used for purposes
“consistent with research and
development mission and objectives of
the facility.” The commenter suggests it
would be preferable that a university be
able to direct the net royalty income to
the most promising research needs,
which may not necessarily be consistent
with the objective of the GOCO facility.
We rannot accept this suggestion since
the larguage in the regulation is based
on the statute—Pub. L. 98-620.

The second comment goes on to state
that § 401.5(g) further specifies that if a
licensing program is successful, then
above a certain point, 75 percent is to be
paid to the U.S, Treasury. The
suggestion is that this reduces the
incentive to be successful, and
recommends the deletion of this
requirement. Again, we cannot accept
this suggestion since the regulatory
language herein is based on the
statute—Pub. L. 98-820.

A third comment references the
special clause entitled, “patent rights to
nonprofit DOE facility operations.” The
comment states that this clause removes
a subject invention funded by the naval
nuclear propulsion or weapons related
programs of DOE from the normal
presumption of rights to the contractor,
and requires the petitioning process that
was in effect before the enactment of
Pub. L. 96-517. The concern is that if
these programs are exempted, then there
may be additional proposals to delete
other programs from the full operations
of Pub. L. 96-517. The comment then
concludes by recommending that this
special clause not be implemented. We
cannot accept this recommendation
since the statute, Pub. L. 98-820, givee
DOE the discretionary authority to use
this for its naval nuclear propulsion or
weapons related programs.

Another comment received relates to
§ 401.14(c)(1). which calls for disclosure
by a contractor to the contracting
governmernt agency of each “subject
invention . . ." within two months of
the time it is disclosed by the inventor in
writing. The commenter complains that
two months is “too harsh.” We do not
accept this comment for two reasons. (1)
The statute, Pub. L. 98-820, uses the
words “reasonable time” and we think
two months is reasonable: and (2}

§ 401.14(c)(4) allows extensions of time
at the discretion of the agency.

One person asked for greater
guidance on whether contractor funding
of individual scientists at different
universities is an educational award
within 35 U.S.C. 212 and. if so, what
rights such awardees should have. We
have not acted on this comment since

we do not believe any contractor has the
authority to use funding for the
educational awards covered by 35
U.S.C. 212.

A comment was submitted that
relates to the discussion in the July 14,
1986 notice of § 401.13(b). The concem is
that the discussion may be
misinterpreted to imply that agencies
may not apply the provisions of Pub. L.
98-820 retroactively. This point is well
taken. It was our intent in the July 14,
1988 discussion of § 401.13(b) toc note
only that the Department of Commerce
has no authority under the law to
require agencies to waive the cap on the
term of an exclusive license in a patent
clause that predates enactment of Pub.
L. 98-820. There is no question that the
agencies themselves have authority
under the law to waive such cap and the
regulations in fact urge them to do so

~absent a substantive reason to do
otherwise.

Another person requested that the
Department of Commerce set a time for
issuance of draft supplementary
regulations relating to foreign filing
deadlines at § 401.14{c}){3). As we
previously indicated in the interim final
rule notice on July 14, 1988, we are
considering this matter. Therefore, we
see no reason at this time to set a
deadline. 2

Finally, pursuant to requests by two
persons, we have included in this final
notice, uniform policy guidance in
§ 401.1(a) to these final regulations
similar to that included in OMB Circular
A-124. This has been done to ensure
clarity and continuity between OMB
Circular A~124 and these final
regulations with regard to policy.

Rulemaking Requirements

As stated in the proposed notice and
the interim final rule, this regulation is
not a major rule as defined in Executive
Order 12291, and it adds no paperwork
burdens. In fact, it reduces certain
paperwork requirements of the
regulations it replaces. And, as
discussed in connection with the
proposed rule and the interim final rule,
the General Counsel of the Department
of Commerce has certified to the Small
Business Administration that this rule
will not have a substantial economic
impact on a substantial number of small
entities.

List of Subjects in 37 CFR Ch. IV .

Inventions, Patents, Nonprofit
organizations, Small Business firms.

at tne discretion of the agency.

One person asked for greater
guidance on whether contractor funding
of individual scientists at different
universities is an educational award
within 35 U.S.C. 212 and. if so, what
rights such awardees should have. We
have not acted on this comment since

pusiness Administration that this rule
will not have a substantial economic
impact on a substantial number of small
entities.

List of Subjects in 37 CFR Ch. [V

Inventions, Patents, Nonprofit
organizations, Small Business firms.
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Date: March 11, 1987.
D. Bruce Merrifield,
Assistant Secretary for Productivity,
Technology and Innovation.

Accordingly, Part 401 of Chapter IV of
Title 37, the Code of Federal Regulations
is revised to read as follows:

PART 401—RIGHTS TO INVENTIONS
MADE BY NONPROFIT
ORGANIZATIONS AND SMALL
BUSINESS FIRMS UNDER
GOVERNMENT GRANTS, CONTRACTS,
AND COOPERATIVE AGREEMENTS

Sec.

401.1 Scope.

401.2 Definitions.

401.3 Use of the Standard Clauses at
§401.14.

401.4 Contractor appeals of exceptions.

401.5 Modification and tailoring of clauses,

401.6 Exercise of march-in rights.

401.7 Small business preference.

401.8 Reporting on utilization of subject
inventions.

401.3 Retention of rights by contractor
employee inventor.

401.10 Government assignment to
contractor of rights in invention of
government employee.

401.11 Appeals.

40112 Licensing of background patent rights
to third parties.

401.13 Administration of patent rights
clauses.

401.14 Standard patent rights clauses.

401.15 Deferred determinations.

401.16 Submissions and inquiries.

Authority: 35 U.S.C. 208 and the delegation
of authority by the Secretary of Commerce to
the Assistant Secretary for Productivity,

Technology and Innovation at Sec. 3(g) of

DOO 16-1.

§ 401.1 Scope.

(a) Traditionally there have been no
conditions imposed by the government
on research performers while using
private facilities which would preclude
them from accepting research funding
from other sources to expand, to aid in
completing or to conduct separate
investigations closely related to
research activities sponsored by the
government. Notwithstanding the right
of research organizations to accept
supplemental funding from other sources
for the purpose of expediting or mare
comprehensively accomplishing the
research objectives of the government
sponsored project, it is clear that the
ownership provisions of these
regulations would remain applicable in
any invention "conceived 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.

(1) To the extent that a non-
government sponsor established a

project which, although closely related.
falls outside 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 conditions of
these regulations. An example of such
related but separate projects would be a
government sponsored project having
research objectives to expand scientific
understanding in a field and 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 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 knowledge 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 § 401.11(d).

(2) An invention which is made
outside of the research activities of a
government-funded project is not
viewed as a “subject invention” since it
cannot be shown to have been
“conceived or first actually reduced to
practice” in performance of the project.
An obvious example of this is a
situation where an instrument
purchased with government funds is
later used, without interference with or
cost to the government-funded project,
in making an invention all expenses of
which involve only non-government
funds.

(b} This part inplements 35 U.S.C. 202
through 204 and is applicable to all
Federal agencies. It applies to all
funding agreements with small business
firms and nonprofit organizations
executed after the effective date of this
part, except for a funding agreement
made primarily for educational
purposes. Certain sections also provide
guidance for the administration of
funding agreements which predate the
effective date of this part. In accordance
with 35 U.S.C. 212, no scholarship,
fellowship, training grant, or other
funding agreement made by a Federal
agency primarily to an awardee for
educational purposes will contain any
provision giving the Federal agency any
rights to inventions made by the
awardee.

{c) The "march-in" and appeals
procedures in §§ 401.8 and 401.11 shall
apply to any march-in or appeal
proceeding under a funding agreement
subject to Chapter 18 of Title 35, U.S.C.,
initiated after the effective date of this
part even if the funding agreement was
executed prior to that date.

(d) At the request of the contractor, a
funding agreement for the operation of a
government-owned facility which is in
effect on the effective date of this part
shall be promptly amended to inciude
the provisions required by §§ 401.3(a)
unless the agency determines that one of
the exceptions at 35 U.S.C. 202(a)(i)
through (iv) § 401.3(a)(8) through (iv) of
this part) is applicable and will be
applied. If the exception at § 401.3(a)(iv)
is determined to be applicable, the
funding agreement will be promptly
amended to include the provisions
required by § 401.3(c).

(e} This regulation supersedes OMB
Circular A-124 and shall take
precedence over any regulations dealing
with ownership of inventions made by
small businesses and nonprofit
organizations which are inconsistent
with it. This regulation will be followed
by all agencies pending amendment of
agency regulations to conform to this
part and amended Chapter 18 of Title 35.
Only deviations requested by a
contractor and not inconsistent with
Chapter 18 of Title 35, United States
Code, may be made without approval of
the Secretary. Modifications or tailoring
of clauses as authorized by § 401.5 or
§401.3, when alternative provisions are
used under § 401.3{a){1) through (4), are
not considered deviations requiring the
Secretary's approval. Three copies of
proposed and final agency regulations
supplementing this part shall be
submitted to the Secretary at the office
set out in § 401.18 for approvai for
consistency with this part before they
are submitted to the Office of
Management and Budget (OMB) for
review under Executive Order 12291 or,
if no submission is required to be made
to OMB, before their submission to the
Federal Register for publication.

{f) In the event an agency has
outstanding prime funding agreements
that do not contain patent flow-down
provisions congistent with this part or
earlier Office of Federal Procurement
Policy regulations {(OMB Circular A-124
or OMB Bulletin 81-22), the agency shall
take appropriate action to ensure that
small business firms or nonprofit
organizations that are subcontractors
under any such agreements and that
received their subcontracts after july 1,
1981, receive rights in their subject
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any invention "conceived 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.

(1) To the extent that a non-
government sponsor established a

with 35 U.S.C. 212, no scholarship,
fellowship, training grant, or other
funding agreement made by a Federal
agency primarily to an awardee for
educational purposes will contain any
provision giving the Federal agency any
rights to inventions made by the
awardee.

Policy regulations {(OMB Circular A-124
or OMB Bulletin 81-22), the agency shall
take appropriate action to ensure that
small business firms or nonprofit
organizations that are subcontractors
under any such agreements and that
received their subcontracts after July 1.
1981, receive rights in their subject
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inventions that are consistent with
Chapter 18 and this part.

(8) Thia part is not intended to apply
to arrangements under which nonprofit
organizations, small business firms, or
others are allowed to use government-
owned research facilities and normal
technical assistance provided to users of
those facilities, whether on a
reimbursable or nonreimbursable basis.
This part is also not intended to apply to
arrangements under which sponsors
reimburse the government or facility
contractor for the contractor employee's
time in performing wark for the sponsor.
Such arrangements are not considered
“funding agreements" as defined at 35
U.S.C. 201(b) and § 401.2(a) of this part.

§ 401.2 Definiticns.

As used in this part—

{a) The term “funding agreement”
means any contract, grant, or
cooperative agreement entered into
between any Federal agency, other than
the Tennessee Valley Authority, and
any contractor for the performance of
experimental, developmental, or
research work funded in whole or in
part by the Federal government. This
term aiso includes any assignment,
substitution of parties, or subcontract of
any type entered into for the
performance of experimental,
developmental. or research work under
a funding agreement as defined in the
first sentencs of this paragraph.

{b) The term “contractor”’ means any
person, small business firm ot nonprofit
organization which is & party to a
funding agreement.

(c) The term "“invention” means any
invention or discovery which is or may
be patentable or etherwise protectable
under Title 35 of the United States Cods,
or any novel variety of plant which is or
may be protectable under the Plant
Variety Protection Act (7 US.C, 2321 et
seq.}.

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

(e) The term “practical application”
means to manufacture in the case of a
composition of product, to practice in
the case of a process or method, or to
operate in the case of a machine or
gystem; and. in each case, under such
conditions as to establish that the
invention is being utilized and that its
benefits are, to the extent permitted by

means to manufacture in the case of &
composition of product, to practice in
the case of a process or method, or to
operate in the case of @ machine or
gystem; and, in each case, under such
conditions as to establish that the
invention is being utilized and that its
benefits are, to the extent permitted by

law or government 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 Pub. L. 85-538 (15
U.S.C. 632} and implementing
regulations of the Administrator of the
Small Business Administration. For the
purpose of this part, the size standards
for small business concerns involved in
gavernment procurement and
subcontracting at 13 CFR 121.5 will be
used.

(h) The term "“nonprofit organization”
means universities and other institutions
of higher education or an organization of
the type described in section 501{c}{3) of
the Internal Revenue Code of 1864 (28
U.S.C. 501(c) and exempt from taxation
under section 501(a) of the Interna}
Revenue Code (26 U.S.C. 501(a)} or any -
nonprofit scientific or educational
organization qualified under a state
nonprofit organization statute.

(i} The term “Chapter 18" meane
Chapter 18 of Title 35 of the United
States Code.

(j) The term “Secretary” means the
Secretary of Commerce or his or her
designee,

§4013 Use of the Standard Ciauses
§401.14. -

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

{1} When the contractor is not located
in the United States or does not have a
place of business located in the United
States or is subject to the control of @
foreign government; or

(2) In exceptional circumstances whea
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 18 of Title 35 of the United
States Code; or v '

{3) When it is determined by &
government authority which is
authorized by statute or executive order
to conduct foreign intelligence oz
counterintelligence activities that the
restriction or elimination of the right to
retain title to any subject invention is
necessary to protect the security to such
activities: or

(vy vvoen it 18 gewermined by &
government authority which is
authorized by statute or executive order
to conduct foreign intelligence oz
counterintelligence activities that the
restriction or elimination of the right to
retain title to any subject invention s
necessary to protect the security to such
activities: or

(4) When the funding agreement
includes the operation of the
government-owned, contractor-operated
facility of the Department of Energy
primarily dedicated to that Department’s
naval nuclear propulsion or weapons
related programs and all funding
agreement limitations under this
subparagraph on the contractor’s right to
elect title to & subject invention are
limited to inventions occurring under the
abaove twa programs,

(b) When an agency exercises the
exceptions at § 401.3(a){2) or (3), it shall
use the standard clause at § 401.14(a)
with only such modifications as are
necessary to address the exceptional
circumstances or concerns which led to
the use of the exception. For example, if
the justification relates to a particular
field of use or market, the clause might
be modified along lines similar to those
described in § 401.14(b). In eny event,
the clause should provide the contractar
with an opportunity to receive greater
rights in accordance with the procedures
at § 401.13. When an agency justifies
and exercises the exception at '

§ 401.3(a}{2) and uses an alternative
prevision in the funding agreement on
the basis of national security, the
provision shall provide the contractor
with the right to elect ownership to any
invention made under such

agreement as provided by the Standard
Patent Rights Clause found at § 401.14(a)
if the invention is not classified by the
agency within six months of the date it
is reported to the agency, or within the
same time period the Department of
Energy does not, as suthorized by
regulation, law or Executive Order or
implementing regulations thereto,
prohibit unauthorized dissemination of
the invention. Contracts in support of
DOE's naval nuclear propulsion program
are exempted from this paragraph.

(c) When the Department of Energy
exercigses the exception at § 401.3(a}(4),
it shall use the clause prescribed at
§ 401.14(b) or substitute thereto with
such modification and tailoring as
authorized or required elsewhers in this

part.

(d) When a funding agreement
involves a series of separate task orders,
an agency may apply the exceptions et
§ 401.3(a)(2) or (3) to individusl task
orders, and it may structure the contract
so that modified patent rights provisions
will appiy to the task order even though
the clauses at either § 401.14(a) or (b}
are applicable to the remainder of the
work. Agencies are authorized to
negotiate such modified provisions with
respect to task orders added to a
funding agreement after its initial
award.
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so that modified patent rights provisions
will apply to the task order even though
the clauses at either § 401.14(a) or (b}
are applicable to the remainder of the
work. Agencies are authorized to
negotiate such modified provisions with
respect to task orders added to a
funding agreement after its initial
award.
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{e] Before utilizing any of the
exceptions in § 401.3(a) of this section,
the agency shall prepare a written
determination, including a statement of
facts supporting the determination, that
the conditions identified in the
exception exist. A separate statement of
facts shall be prepared for each
exceptional circumstances
determination, except that in
appropriate cases a single determination
may apply to both a funding agreement
and any subcontracts issued under it or
to any funding agreement to which such
an exception is applicable. In cases
when § 401.3(a)(2) is used, the
determination shall also include an
analysis justifying the determination.
This analysis should address with
specificity how the alternate provisions
will better achieve the objectives set
forth in 35 U.S.C. 200. A copy of each
determination, statement of facts, and, if
applicable, analysis shall be promptly
provided to the contractor or
prospective contractor along with a
notification to the contractor or
prospective contractor of its rights to
appeal the determination of the
exception under 35 U.5.C. 202(b)(4) and
§ 401.4 of this part.

(f) Except for determinations under
§ 401.3(a)(3). the agency shall also
provide copies of each determination,
statement of fact, and analysis to the
Secretary. These shall be sent within 30
days after the award of the funding
agreement to which they pertain. Copies
shall also be sent to the Chief Counsel
for Advocacy of the Small Business
Administration if the funding agreement
is with a small business firm. If the
Secretary of Commerce believes that
any individual determination or pattern
of determinations is contrary to the
policies and objectives of this chapter op
otherwise not in conformance with this
chapter, the Secretary shall so advise
the head of the agency concerned and
the Administrator of the Office of
Federal Procurement Policy and
recommend corrective actions.

{8} To assist the Comptroller General
of the United States 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
shall accumulate and, at the request of
the Comptroller General, provide the
Comptroller General or his or her duly
authorized repregentative the total
number of prime agreements entered
into with small business firms or
nonprofit organizations that contain the
patent rights clause in this part or under
OMB Circular A-124 for each fiscal year
beginning with October 1, 1982,

(h) To qualify for the standard clause,
a prospective contractor may be
required by an agency to certify that it is
either a small business firmora-
nonprofit organization. If the agency has
reason to question the status of the
prospective contractor as a small
business firm, it mey file a protest in
accordance with 13 CFR 121.8. If it
questions nonprofit status, it may
require the prospective coniractor to
furnish evidence to establish its status
as a nonprofit organization. %

§ 401.4 Contractor appesis of exceptions.

(a}) In accordance with 35 U.S.C.
202(b)(4) a contractor has the right to an
administrative review of a
determination to use one of the
exceptions at § 401.3(a} (1) through (4) if
the contractor believes that a
determination is either contrary to the
policies and objectives of this chapter or
constitutes an abuse of discretion by the
agency. Paragraph (b) of this section
specifies the procedures to be followed
by contractors and agencies in such
cases. The assertion of such a claim by
the contractor shall not be.used as a
basis for withholding or delaying the
award of a funding agreement or for
suspending performance under an
award. Pending final resolution of the
claim the contract may be issued with
the patent rights provision proposed by
the agency; however, should the final
decision be in favor of the contractor,
the funding agreement will be amended
accordingly and the amendment made
retroactive to the effective date of the
funding agreement.

(b)(1) A contractor may appeal a
determination by providing written
notice to the agency within 30 working
days from the time it receives a copy of
the agency’s determination, or within
such longer time as an agency may
specify in its regulations. The
contractor's notice should specifically
identify the basis {or the appeal.

(2) The appeal shall be decided by the
head of the agency or by his/her
designee who is at a leve] above the
person who made the determination. If
the notice raises a genuine dispute over
the material facts, the head of the
agency or the designee shall undertake,
or refer the matter for, fact-finding.

(3) Fact-finding shall be conducted in
accordance with procedures established
by the agency. Such procedures shall be
as informal as practicable and be
consistent with principles of
fundamental fairness. The procedures -
should afford the contractor the
opportunity to appear with counsel,
submit documentary evidence, present
witnesses and confront such persons as
the agency may rely upon. A transcribed

record shall be made and shall be
available at cost to the contractor upon
request. The requirement for a
transcribed record may be waived by
mutual agreement of the contractor and
the agency.

(4) The official conducting the fact-
finding shall prepare or adopt written
findings of fact and transmit them to the
head of the agency or designee promptly
after the conclusion of the fact-finding
proceeding along with a recommended
decision. A copy of the findings of fact
and recommended decision shall be sent
to the contractor by registered or
certified mail.

(5) Fact-finding should be completed
within 45 working days from the date
the agency receives the contractor's
written notice.

{8} When fact-finding has been
conducted, the head of the agency or
designee shall base his or her decision
on the facts found, together with any
-argument submitted by the contractor,
agency officiale or any other information
in the administrative record. In cases
referred for fact-finding, the agency
head or the designee may reject only
those facts that have been found te be
clearly erroneous, but must explicitly
state the rejection and indicate the basis
for the contrary finding. The agency
head or the designee may hear oral
arguments after fact-finding provided
that the contractor or contractor's
attorney or representative is present and
given an opportunity to make arguments
and rebuttal. The decision of the agency
head or the designee shall be in writing
and, if it is unfavorable to the contractor
shall include an explanation of the basis
of the decision. The decision of the
agency or designee shall be made within
30 working days after fact-finding or, if
there was no fact-finding, within 45
working days from the date the agency
received the contractor’'s written notice.
A contractor adversely affected by a
determination under this section may, at
any time within sixty days after the
determination is issued, file a petition in
the United States Claims Court, which
shall have jurisdiction to determine the
appeal on the record and to affirm,
reverse, remand, or modify as
appropriate, the determination of the
Federal agency.

§ 401.8 Modification and talloring ot
clauses.

(a) Agencies should complete the
blank in paragraph (g}(2) of the clauses
at § 401.14 in accordance with their own
or applicable government-wide
regulations such as the Federal
Acquisition Regulation. In grants and
cooperative agreements (and in

ule wompuouer wenerdt, proviage uie
Comptroller General or his or her duly
authorized repregentative the total
number of prime agreements entered
into with small business firms or
nonprofit organizations that contain the
patent rights clause in this part or under
OMB Circular A-124 for each fiscal year
beginning with October 1, 1982,

Oy wne agency. oucn procequres scau os
as informal as practicable and be
consistent with principles of
fundamental fairness. The procedures -
should afford the contractor the
opportunity to appear with counsel,
submit documentary evidence, present
witnesses and confront such persons as
the agency may rely upon. A transcribed
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clauses.

(a) Agencies should complete the
blank in paragraph (g}(2) of the clauses
at § 401.14 in accordance with their own
or applicable government-wide
regulations such as the Federal
Acquisition Regulation. In grants and
cooperative agreements (and in
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contracts, if not inconsistent with the -
Federal Acquisition Regulation)
agencies wishing to apply the same

clause to all subcontractors as is applied .

to the contractor may delgte paragraph
(8)(2) of the clause and delete the words

“to be performed by a small business
firm or domestic nonprofit organization”
from paragraph (8)(1). Also, if the
funding agreement is a grant or
cooperative agreement, paragraph (g}(3)
may be deleted. When either paragraph
(8)(2) or paragraphs (g} (2) and (3) are
deleted, the remaining paragraph or
paragraphs should be renumbered
appropriately. -

(b) Asencues should complete

paragraph (1), “Communications”, at the
end of the clauses at § 401.14 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 ().

{c) Agencies may replace the
italicized words and phrases in the
clauses at § 401.14 with those
appropriate to the particular funding
agreement. For example, “contracts”
could be replaced by “grant,”
“contractor” by “grantee,” and
“contracting officer” by “grants officer.”
Depending on its use, “Federal agency”
can be replaced either by the
identification of the agency or by the
specification of the particular office or
official within the agency.

(d) When the agency head or duly
authorized designee determines at the
time of contracting with a small
business firm or nonprofit organization
that it would be in the national interest
to acquire the right to sublicense foreign
governments or international
organizations pursuant to any existing
treaty or international agreement, a
sentence may be added at the end of
paragraph {b) of the clause at § 401.14 as
follows:

This license will inciude the right of the
government to sublicense foreign
governments, their nationals, and
international organizations, pursuant to the
following treaties or international
agreements:

The blank above should be completed
with the names of applicable existing
treaties or international agreements,
agreements of cooperation, memoranda
of understanding, or similar
arrangements, including military
agreements relating to weapons
development and production. The above
language is not intended to apply to
treaties or other agreements that are in
effect on the date of the award but
which are not listed. Alternatively,
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of understandmg. or similar
arrangements, including military
agreements relating to weapons
development and production. The above
language is not intended to apply to
treaties or other agreements that are in
effect on the date of the award but
which are not listed. Alternatively,

agencies may use substantially similar
language relating the government's

" rights to specific treaties or other

agreements identified elsewhere in the
funding agreement. The language may
also be modified to make clear that the
rights granted to the foreign government,
and its nationals or an international
organization may be for additional
rights beyond a license or sublicense if
so required by the applicable treaty or
international agreement. For example, in
some exclusive licemses 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) If the funding agreement involves
performarnce over an extended period of
time, such as the typical funding
agreement for the operation of a
government-owned facility, the |
following language may alsc be added:

The agency reserves the right te
unilaterally amend this funding agreement to
identify specific treaties or international
agreements entered into or to be entered into
by the government after the effective date of

this funding agreement and effectuate those -

license or other rights which are necessary
for the government to meet its obligations to
foreign governments, their nationals and -
international organizations under such
treaties or international agreements with
respect to subject inventions mads nﬁu the
date of the amendment.

(f) Agencies may add additional
subparagraphs to paragraph (f) of the
clauses at § 401.14 to require the
contractor to do one or more of the
following:

(1) Provide a report prior to the close-
out of a funding agreement listing all
subject inventions or stating that there
were none..

(2) 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.

(3) Provide periodic (but no more
frequently than annual) listings of all
subject inventions which were disclosed
to the agency during the pericd covered
by the report.

(g) If the contract is with a nonprofit
organization and is for the operation of
a government-owned, contractor-
operated facility, the following will ba
substituted for paragraph (k}{(3) of the
clause at § 401.14(a):

(3) After payment of patenting costa
licensing costs, payments to inventors, and
other expenses incidental to the
administration of subject inventions, the
balance of any royalties or income earmed

and retained by the controctor during any
fiscal year on subject inventions under this or
any successor contract containing the same
requirement, up to any amount equal to five

- percent of the budget of the facility for that

fiscal year, shall be used by the contractor for
scientific research, development, and
education consistent with the research and
development miasion and objectives of the
facility, including activities that increase the
licensing potential of other inventions of the
facility, If the balance exceeds five percent,
75 percent of the excess above five percent

- shall be paid by the contractor to the

Treasury of the United States and the
remaining 25 percent shall be used by the
contractor only for the same purposes as
described above. To the extent it provides the
most effective technology transfer, the
licensing of subject inventions shall ba
administered by contractor employees on
location at the facility.

{h} If the contract is for the operation
of a government-owned facility,
agencies may add the following at the
end of paragraph (f] of the clause at
§ 401.14(a):

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

§401.6 Exercies of march-in rights..

(a) The following procedures shall
govern the exercise of the march-in
rights of the agencies set forth in 35
U.S.C. 203 and paragraph (j) of the
clause at § 401.14.

(b} Whenever an agency receives
information that it believes might -
warrant the exercise of march-in rights,
before initiating any march-in
proceeding, it shall notify the contractor
in writing of the information and request
informal written or oral comments from
the contractor as well as information.
relevant to the matter. In the absence of
any comments from the contractor
within 30 days, the agency may, at its
discretion, proceed with the procedures
below. If @ comment is received within
30 days, or later if the agency has not
initiated the procedures below, then the
agency shall, within 60 days after it
receives the comment, either initiate the
procedures below or notify the
contractor, in writing, that it will not
pursue march-in rights on the basis of
the available information.

(c) A march-in proceeding shall be
initiated by the issuance of & written
notice by the agency to the contractor
and ifs assignee or exclusive licensee, as
applicable and if known to the agency,
stating that the agency is considering
the exercise of march-in rights. The

a govemmem-ownea. contractor-
operated facility, the following will ba
substituted for paragraph (k){3) of the
clause at § 401.14(a):

(3) After payment of patenting costa,
licensing costs. payments to inventors, and
other expenses incidental to the
administration of subject inventions, the
balance of any royalties or income earned

pursue march-in rights on the basis of
the available information.

(c) A march-in proceeding shall be
initiated by the issuance of & written
notice by the agency to the contractor
and ifs assignee or exclusive licensee, as
applicable and if known to the agency,
stating that the agency is considering
the exercise of march-in rights. The
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requirements should be followed for
funding agreements covered by and
predating this Past 461

{1} To the extent autharized by 36
U.5.C. 205, agenciss shall not dleclese o
third parties pursuant to requests undes
the Freedom of Information Act (FOLA)
any infurmation disclosing a sabject
inventioa fer a reassnabla time in order
for a patent application to be filed. With
respect o subject inveniions of
contractors that are small business firms
or nonprofit organizations. a reasonable
time shall be the time during which an
initial patent apphcation may befiled
under paragraph (c] of the standard
clause found at § 401.14{a} o# suck other
clause may be used in the funding
agreement. Howeves, an agency mey
disclose such subject inventions under
the FOLA, #t its disexetions affer a
contractor hae ebected not ta retain title
or after the time i which the contracioe
is required to make an election if the
contractos has not made an election
within that time. Sumilarly, an agency
may honor a FOLA request at its
discretioa if it finds that the same
information bas previously beens
publisbed by the inventor, contractor, oz
otherwise. If the agency plaas e file
itself when the contractor has not
elected title, it may, of course, cantinug
to avail itself of the authority of 35
U.S.C. 205.

(2} In accordance with 36 U.S.C. 205,
agencies shall not disclose or releasa foz
a period of 18 months from the filing
date of the application to third parties
pursuant to requests andes the Freedom
of Irformmation Act oz otherwise copies
of any document which the agency
obtaimed under this clanse whiclzis part
of an applicatioa for patens with- the US.
Patent and Trademark Office or any
foreign patent offiee filed by the
contractor (or ite assignees. licensees, of
employees) on a subject invention ta
which the contractos has elected to
retain title. This prohibition does not
extend to disclosuse to othes
government agencies or contractoss of
governinent agemcies undey an
obligation to maintain suck iaformation
in confidence.

{3} A number of agencies have
policies to encowrage publie
dissemination of the results of work
supported by the agency through
publication im government or other
publications of technical reports of
contractors ot others. In recognition of
the fact thet such publication, if it
included descriptions of a subject
invention could creste bars to obtaining
patent protectien. it is the palicy of the
executive branch that agencies will not
include in such publication programs

copies of disclosures of inventions.
submitted by small business firms oz
nonprofit organizations, pursuant to
paragraph (¢} of the standard clause
found at § 401.14{a), except thet under
the same circumstencas under which
agencies sre avthorized to relesse such
information pursuant to FOIA reqeeste
undes paragrapk (c){t}) of this section, .
agencies may publish suchk discloswres:

{4} Nothing in this peragzaph is
intended te precinde agencies from
including in the publeatiom acttvithes
described in the first sentence of
paragraph (c}3) the publication ef
materials describing a subject invention
to the extent such matesiais were
provided &s part of a technicak report ar-
other submission of the contractor
which were submitted independently of
the requirements of the patent tighte
provisions of the contract. Howevee, if &
small business firm or nonprofit
organization notiftey the agercy thata
particular reper or gther sebanission
contains & discloswre cf &
inventios te which it has elected titls @
may eleet tithe, the agercy shall ume
reasoriable ¢forts ta restrict it
publication of the matersad fior six:
months frome date of its recript of the
report or submission or, if esrliey, mrik
the contrsctor has filed an imitiad patent
application. Agencies, of course. retain
the discretion to delay publication fosr
additionat periode of ime.

(5) Nothing i this paragrepk i
intended b knit the suthority of
agencies provided iv 36 U.8.C. 208 im -
circumstances not specificelly described
in this pazagrapie. :

§ 401.14 Standard patent rights ciauses.

(a) The folowing is the stardard
patent rights clause to be ased as
specified i3 § 401.3a}

Patent Rights (Smalfl Buginess Firms and
Nonprofit Ovganizations]
{a) Definitions .

(1) “Invention” means ary invention or
discovery whigh is or may be patentable o
otherwise protectable undee Title 35 of the
Unifed States Code, or any novsl variety of
plant which is or nmray be protected under the
Plant Variety Protection Act (7 U.S.C. 2321 ex
seq.}.

(2) “Subjuct invention™ maans eny
inveation of the controcior conceivad or first
actually redaced to praztice in the
pesformance of work under this controcs
provided that in the case of a variaty of plant,
the date of determination (as defirred in
section 41(d) of the Ptant Variety Protection
Act, 7 U.8.C. 2401(d)) must al#o occer during
the period of controct performancs:

(3) “Practicad Applcatior’” meass o
manufacture s the case of & composition o
prodact, to peactice iry ths case of a process
or method. ot to operate ia the caseof
machiae of systemn; and, in each cass, undsr -

such conditions as to establish that the
invention is beimg utilized and that its
benefits are, to the extent permitfed by law or
government regulations; svailabls to the
public on reesenable terms.

(4) "Made" when msed in refation to any
invention means the conceplion or first ecteals
reduction to peactice of sodr invention.

(5) “Small Business Firm" means & smalk
business concemn as defined at section 2 of
Pub. L. 85-538 (15 U.S.C. 632 and
implementing regulations of the
Admimistrator of the Smalt Business
Administration. For the purpose of this
clause, the size standards for small besiness-
corceme invelved i government
proceswment and sabcontracting at 13 CFR
121.3-8 and 13 CFR 121.3-12, respectively,
will be used.

(83 "Nompeofit Organization”™ means a
university or other institution of higher
education or an 0 ization of the typs
described in section 501(c}(3] of the ntemal
Revenue Code of 1954 (28 U.S.C. 501(c} and
exempt from texattor under section 501{a} of
the Internat Revemue Code {25 E1.S.C. 50%a)}
or ang nowproid scientific or educationad
organization gealified undes # state nonprofit
organization st tads.

(b) Alloexstion of Principal Rights

The Contractor may retain the entire right,
title, and imeres? throughout the world te
each subject inventfon subject to the
provisions of this clause and 35 U.S.C. 208.
With respect to any subject invention in.
which the Corrirocior retains title, thre Federal
government shal have g nanexclusive,
nontransferable, irrevocable, paid-ap livense
to practics or hewa practiced for or on bebalf
of the United States the subject iaveniien
throughout the world.

(c) Inventioe disciosers, Blection of Tite and:
Filing of Pateat Application by Contratias:

(1) The cuntroctor will discloss each.
subject investion o the Federnl Ageacy
within two momths affer the invenior
discloses it in writing to contracter parsaanel.
responsible for patent matters. The disclosuss .
to the agency shall be in the form of a writtea
report and shall identify the contract under
which the invention was made and the
inventor(s). It shai} be suificiently eompletr
in technical detsil o convey a clear
understesding to the extent known at s .
time of the disclosure, of the nature, purpose;
operation, and the physical, chemical,
biological or electrical charaeteristics of the
invention. The disclosure shall alsc identify
any publication, on sale or public use of the
invention and whether a manuscript
describing the invention has been submitted

" for publication and, if so, whether it kas been

accepled for pablication at the time of
disciosure. In additien, after disciogure to the
agency; the Controctor will promptly aotify. .
the agency of the acceptanes of any
manuseript describing the invention foz
publication ar of any on sale ot public use
planned by the contractor.

(2y The Contraetor wilk elect in writing
whether br #ot te retain tive o any such
invention by notfying the Federad ogermey
withie two yeass of disclosurs \o the Federni.
agency. However, in any case where

publications of technical reports of
contractors ot others. In recognition of
the fact thet such publication, if it
included descriptions of a subject
invention could creste bars to obtaining
patent protectisn. it is the policy of the
executive branch that agencies will nat
include in such publication programs

the date of determination (as defined in
section 41(d) of the Ptant Varlety Protection
Act, 7 U.8.C. 2401(d)} must al#o occer during
the period of controct performancs:

(3) “Practicad Applcatier” meass o
manufacture i the case of & composition oz
prodoct, to practice iy ths case of a process
or method. ot to operate ia the case ol
machiae of systemn; and, in each casse, undsr -

the agency of the acceptanes of any
manuseript describing the inventioa foz
publcation ar of any on sale ot public use
planned by the contractor.

(2} The Controetor wild elect in writing
whether br a0t te retain tive o any such
invention by notfying the Federad ogermey”
withi two yeass of disclosure \o the Federol.
agency. However, in any case where
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own internal purposes. The prescription
of forms should be avoided. However,
any forms or standard questionnaires
that are adopted by an agency for this
purpose must comply with the.
requirements of the Paperwork
Reduction Act. Copies shall be sent to
the Secretary.

(b) In accordance with 35 U.S.C. 202(c}
(5) and the terms of the clauses at
§ 401.14, agencies shall not disclose such
informa‘ion to persons outside the
government. Contractors will continue
to provide confidential markings to help
prevent inadvertent release outside the
agency. %

§401.9 Retention of Rights by Contractor
Empioyee inventor.

Agencies which allow an employee/
inventor of the contractor to retain
rights to a subject invention made under
a funding agreement with a small
business firm or nonprofit organization
contractor, as authorized by 35 U.S.C.
202(d), will impose upon the inventor at
least those conditions that would apply
to a small business firm contractor
under paragraphs (d){1} and (3); (f)(4);
(h); (i); and (j} of the clause at )
$ 401.14(a).

§ 401.10 Govermnment Assignment to
Contractor of Rights in invention of
Government Empioyee.

In any case when a Federal 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 ita employee to the
contractor as authorized by 35 U.S.C.
202(e}, the assignment will be made
subject to the same conditions as apply
to the contractor under the patent rights
clause of its funding agreement.

Agencies may add additional conditions .

as long as they are consistent with 35
U.S.C. 201-208.

§401.11 Appeals.

(a) As used in this section, the term
“standard clause” means the clause at
§ 401.14 of this part and the clauses
previously prescribed by either OMB
Circular A-124 or OMB Bulletin 81-22.

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

(1) A refusal to grant an extension
under paragraph (c)(4) of the standard
clauses.

{2) A request for a conveyance of title
under paragraph (d) of the standard
clauses.

(3) A refusal to grant a waiver under
paragraph {i) of the standard clauses.

{4) A refusal to approve an
assignment under paragraph (k){1) of the
standard clauses.

(5) A refusal to grant an extension of
the exclusive license period under
paragraph (k)(2) of the clauses -
prescribed by either OMB Circular A-
124 or OMB Bulletin 81-22.

(c) Each agency shall establish and
publish procedures under which any of-
the agency actions listed in paragraph -
(b) of this section may be appealed to
the head of the agency or designee.
Review at this level shall consider both
the factual and legal basis for the
actions and its consistency with the -
policy and objectives of 35 U S.C. 200--
208.

(d) Appeals procedures estabhshed
under paragraph (c) of this section shalb
include administrative due process
procedures and standards for fact- -
finding at least comparable to those set .
forth in § 401.6 (e} through (g} whenever: -

there is a dispute as to the factual basis. ..

for an agency request for a conveyance
of title under paragraph (d} of the
standard clause, including any dispute: -
as to whether or not an invention isa
subject invention.

(e) To the extent that any of the -
actions described in paragraph (b) of
this section are subject to appeal under
the Cantract Dispute Act, the procedures
under the Act will satisfy the
requirements of paragraphs (c} and {d) : -
of this section.

§401.12 Licensing of Background Pstent
Rights to Third Partiess

(a) A funding agreement with a small
business firm or a domestic aonprofit
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 subject invention,
a specifically identified work object, or
both. The agency head may not delegate
the authority to approve such provisions
or to sign the justification required for
such provisions. .

(b) A Federal agency will not require
the licensing of third parties under any
such provision unless the agency head
determines that the use of the invention
by others is necessary for the practice of
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 fecord
after an opportunity for an agency*
hearing. The contractor shall be given
prompt notification of the determination
by certified or registered mail. Any
action commenced for judicial review of
such determination shall be brought
within sixty days after notification of
such determination.

§ 401.13 Administration of Patent Rights
Clauses.

(a} In the event a subject invention is
made under funding agreements of more
than one agency, at the request of the
contractor or on their own initiative the
agencies shall designate one agency as
responsible for administration of the
rights of the government in the

" invention.

(b} Agencies shall promptly grant,
unless there is a significant reason not
to, a request by a nonprofit organization
under paragraph (k)(2) of the clauses
prescribed by either OMB Circular A~
124 or OMB Bulletin 81-22 inasmuch as

" 35 U.S.C. 202(c)(7) has since been

amended to eliminate the limitation on
the duration of exclusive licenses.
Similarly, unless there is a significant
reason not to, agencies shall promptly
approve an assignment by a nonprofit
organization to an organization which
has as one of its primary functions the
management of inventions when a
request for approval has been

"' necessitated-under paragraph (k}(1) of

the clauses prescribed by either OMB -
Circular A-124 or OMB Bulletin 81-22
because the patent management '
organization is engaged in or holds a -
substantial interest in other

" organizations engaged in the manfacture -

or sale of products or the use of
processes that might utilize the
invention or be in competition with
embodiments of the invention. As
amended, 35 U.S.C. 202(c}(7) no longer
contains this limitation. The policy of
this subsection should also be followed
in connection with similar approvals
that may be required under Institutionad
Patent Agreements, other patent rights-
clauses, or waivers that predate Chapter
18 of Title 35, United States Code.

(c) The President’s Patent Policy
Memorandum of February 18, 1983,
states that agencies should protect the
confidentiality of invention disclosure,
patent applications, and utilization
reports required in performance or in
consequence of awards to the extent
permitted by 35 U.S.C. 205 or other
applicable laws. The following
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actions shall provide the contractor with
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the licensing of third parties under any
such provision unless the agency head
determines that the use of the invention
by others is necessary for the practice of
a subject invention or for the use of a
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