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§ 401.9 Retention of rights by con-
tractor employee 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 orga-
nization 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 Government assignment to 
contractor of rights in invention of 
government employee. 

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 orga-
nization and the Federal agency em-
ploying such co-inventor transfers or 
reassigns the right it has acquired in 
the subject invention from its em-
ployee 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 addi-
tional conditions as long as they are 
consistent with 35 U.S.C. 201–206.

§ 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 pre-
viously prescribed by either OMB Cir-
cular A–124 or OMB Bulletin 81–22. 

(b) The agency official initially au-
thorized 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 ac-
tion 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 assign-
ment under paragraph (k)(1) of the 
standard clauses. 

(5) A refusal to grant an extension of 
the exclusive license period under para-
graph (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. Re-
view at this level shall consider both 
the factual and legal basis for the ac-
tions and its consistency with the pol-
icy and objectives of 35 U.S.C. 200–206. 

(d) Appeals procedures established 
under paragraph (c) of this section 
shall include administrative due proc-
ess procedures and standards for fact-
finding at least comparable to those 
set forth in § 401.6 (e) through (g) when-
ever there is a dispute as to the factual 
basis for an agency request for a con-
veyance of title under paragraph (d) of 
the standard clause, including any dis-
pute as to whether or not an invention 
is a subject invention. 

(e) To the extent that any of the ac-
tions described in paragraph (b) of this 
section are subject to appeal under the 
Contract Dispute Act, the procedures 
under the Act will satisfy the require-
ments of paragraphs (c) and (d) of this 
section.

§ 401.12 Licensing of background pat-
ent rights to third parties. 

(a) A funding agreement with a small 
business firm or a domestic nonprofit 
organization will not contain a provi-
sion allowing a Federal agency to re-
quire 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 jus-
tification has been signed by the agen-
cy head. Any such provision will clear-
ly state whether the licensing may be 
required in connection with the prac-
tice of a subject invention, a specifi-
cally 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. 
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(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 inven-
tion 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 nec-
essary to achieve practical application 
of the subject invention or work object. 
Any such determination will be on the 
record after an opportunity for an 
agency hearing. The contractor shall 
be given prompt notification of the de-
termination by certified or registered 
mail. Any action commenced for judi-
cial review of such determination shall 
be brought within sixty days after no-
tification 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 ini-
tiative the agencies shall designate one 
agency as responsible for administra-
tion 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 organiza-
tion under paragraph (k)(2) of the 
clauses prescribed by either OMB Cir-
cular A–124 or OMB Bulletin 81–22 inas-
much as 35 U.S.C. 202(c)(7) has since 
been amended to eliminate the limita-
tion on the duration of exclusive li-
censes. Similarly, unless there is a sig-
nificant reason not to, agencies shall 
promptly approve an assignment by a 
nonprofit organization to an organiza-
tion which has as one of its primary 
functions the management of inven-
tions when a request for approval has 
been necessitated under paragraph 
(k)(1) of the clauses prescribed by ei-
ther OMB Circular A–124 or OMB Bul-
letin 81–22 because the patent manage-
ment organization is engaged in or 
holds a substantial interest in other or-
ganizations engaged in the manfacture 
or sale of products or the use of proc-
esses 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 limita-
tion. The policy of this subsection 

should also be followed in connection 
with similar approvals that may be re-
quired under Institutional Patent 
Agreements, other patent rights 
clauses, or waivers that predate Chap-
ter 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 re-
ports required in performance or in 
consequence of awards to the extent 
permitted by 35 U.S.C. 205 or other ap-
plicable laws. The following require-
ments should be followed for funding 
agreements covered by and predating 
this part 401. 

(1) To the extent authorized by 35 
U.S.C. 205, agencies shall not disclose 
to third parties pursuant to requests 
under the Freedom of Information Act 
(FOIA) any information disclosing a 
subject invention for a reasonable time 
in order for a patent application to be 
filed. With respect to subject inven-
tions of contractors that are small 
business firms or nonprofit organiza-
tions, a reasonable time shall be the 
time during which an initial patent ap-
plication may be filed under paragraph 
(c) of the standard clause found at 
§ 401.14(a) or such other clause may be 
used in the funding agreement. How-
ever, an agency may disclose such sub-
ject inventions under the FOIA, at its 
discretion, after a contractor has elect-
ed not to retain title or after the time 
in which the contractor is required to 
make an election if the contractor has 
not made an election within that time. 
Similarly, an agency may honor a 
FOIA request at its discretion if it 
finds that the same information has 
previously been published by the inven-
tor, contractor, or otherwise. If the 
agency plans to file itself when the 
contractor has not elected title, it 
may, of course, continue to avail itself 
of the authority of 35 U.S.C. 205. 

(2) In accordance with 35 U.S.C. 205, 
agencies shall not disclose or release 
for a period of 18 months from the fil-
ing date of the patent application to 
third parties pursuant to requests 
under the Freedom of Information Act, 
or otherwise, copies of any document 
which the agency obtained under this 
clause which is part of an application 
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