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PART 401—RIGHTS TO INVENTIONS
MADE BY NONPROFIT ORGANI-
ZATIONS AND SMALL BUSINESS
FIRMS UNDER GOVERNMENT
GRANTS, CONTRACTS, AND CO-
OPERATIVE AGREEMENTS

Sec.
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401.6

Scope.

Definitions.

Use of the standard clauses at §401.14.

Contractor appeals of exceptions.

Modification and tailoring of clauses.

Exercise of march-in rights.

401.7 Small business preference.

401.8 Reporting on utilization of subject in-
ventions.

401.9 Retention of rights by contractor em-
ployee inventor.

401.10 Government assignment to con-
tractor of rights in invention of govern-
ment employee.

401.11 Appeals.

401.12 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 Electronic filing.
401.17 Submissions and inquiries.

AUTHORITY: 35 U.S.C. 206 and the delegation
of authority by the Secretary of Commerce
to the Assistant Secretary of Commerce for
Technology Policy at sec. 3(g) of DOO 10-18.

SOURCE: 52 FR 8554, Mar. 18, 1987, unless
otherwise noted.

§401.1 Scope.

(a) Traditionally there have been no
conditions imposed by the government
on research performers while using pri-
vate facilities which would preclude
them from accepting research funding
from other sources to expand, to aid in
completing or to conduct separate in-
vestigations closely related to research
activities sponsored by the govern-
ment. Notwithstanding the right of re-
search organizations to accept supple-
mental funding from other sources for
the purpose of expediting or more com-
prehensively accomplishing the re-
search objectives of the government
sponsored project, it is clear that the
ownership provisions of these regula-
tions 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 deter-
mining factor.

(1) To the extent that a non-govern-
ment sponsor established a project
which, although closely related, falls
outside the planned and committed ac-
tivities of a government-funded project
and does not diminish or distract from
the performance of such activities, in-
ventions 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 objec-
tives the application of such new
knowledge to develop usable new tech-
nology. The time relationship in con-
ducting the two projects and the use of
new fundamental knowledge from one
in the performance of the other are not
important determinants since most in-
ventions 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 spon-
sored research and be challenged by the
sponsoring agency as being reportable
to the government as a “subject inven-
tion”, the challenge is appealable as de-
scribed in §401.11(d).

(2) An invention which is made out-
side of the research activities of a gov-
ernment-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 inter-
ference with or cost to the govern-
ment-funded project, in making an in-
vention 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 fund-
ing agreements with small business
firms and nonprofit organizations exe-
cuted after the effective date of this
part, except for a funding agreement
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§401.2

made primarily for educational pur-
poses. Certain sections also provide
guidance for the administration of
funding agreements which predate the
effective date of this part. In accord-
ance 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 proce-
dures in §§8401.6 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 exe-
cuted 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 in-
clude the provisions required by
§8401.3(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 appli-
cable, the funding agreement will be
promptly amended to include the pro-
visions required by §401.3(c).

(e) This regulation supersedes OMB
Circular A-124 and shall take prece-
dence over any regulations dealing
with ownership of inventions made by
small businesses and nonprofit organi-
zations 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 Sec-
retary. 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 sub-
mitted to the Secretary at the office
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set out in §401.16 for approval for con-
sistency with this part before they are
submitted to the Office of Management
and Budget (OMB) for review under Ex-
ecutive Order 12291 or, if no submission
is required to be made to OMB, before
their submission to the FEDERAL REG-
ISTER for publication.

(f) In the event an agency has out-
standing prime funding agreements
that do not contain patent flow-down
provisions consistent 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
inventions that are consistent with
Chapter 18 and this part.

(g) This part is not intended to apply
to arrangements under which nonprofit
organizations, small business firms, or
others are allowed to use government-
owned research facilities and normal
technical assistance provided to users
of those facilities, whether on a reim-
bursable 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 employ-
ee’s time in performing work for the
sponsor. Such arrangements are not
considered “funding agreements” as de-
fined at 35 U.S.C. 201(b) and §401.2(a) of
this part.

§401.2 Definitions.

As used in this part—

(a) The term funding agreement means
any contract, grant, or cooperative
agreement entered into between any
Federal agency, other than the Ten-
nessee Valley Authority, and any con-
tractor for the performance of experi-
mental, developmental, or research
work funded in whole or in part by the
Federal government. This term also in-
cludes any assignment, substitution of
parties, or subcontract of any type en-
tered into for the performance of ex-
perimental, developmental, or research
work under a funding agreement as de-
fined in the first sentence of this para-
graph.
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