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be made by the head of the agency or 
designee and sent to the contractor (as-
signee of exclusive licensee) by cer-
tified or registered mail within 90 days 
after the completion of fact-finding or 
90 days after oral arguments, which-
ever is later, or the proceedings will be 
deemed to have been terminated and 
thereafter no march-in based on the 
facts and reasons upon which the pro-
ceeding was initiated may be exercised. 

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

(i) The procedures of this part shall 
also apply to the exercise of march-in 
rights against inventors receiving title 
to subject inventions under 35 U.S.C. 
202(d) and, for that purpose, the term 
‘‘contractor’’ as used in this section 
shall be deemed to include the inven-
tor. 

(j) An agency determination unfavor-
able to the contractor (assignee or ex-
clusive licensee) shall be held in abey-
ance pending the exhaustion of appeals 
or petitions filed under 35 U.S.C. 203(2). 

(k) For purposes of this section the 
term exclusive licensee includes a par-
tially exclusive licensee. 

(l) Agencies are authorized to issue 
supplemental procedures not incon-
sistent with this part for the conduct 
of march-in proceedings. 

§ 401.7 Small business preference. 
(a) Paragraph (k)(4) of the clauses at 

§ 401.14 Implements the small business 
preference requirement of 35 U.S.C. 
202(c)(7)(D). Contractors are expected 
to use efforts that are reasonable under 
the circumstances to attract small 
business licensees. They are also ex-
pected to give small business firms 
that meet the standard outlined in the 
clause a preference over other appli-
cants for licenses. What constitutes 
reasonable efforts to attract small 
business licensees will vary with the 
circumstances and the nature, dura-
tion, and expense of efforts needed to 
bring the invention to the market. 
Paragraph (k)(4) is not intended, for ex-
ample, to prevent nonprofit organiza-
tions from providing larger firms with 
a right of first refusal or other options 
in inventions that relate to research 
being supported under long-term or 

other arrangements with larger compa-
nies. Under such circumstances it 
would not be resonable to seek and to 
give a preference to small business li-
censees. 

(b) Small business firms that believe 
a nonprofit organization is not meeting 
its obligations under the clause may 
report their concerns to the funding 
agency identified at § 401.14(l), and fol-
lowing receipt of the funding agency’s 
initial response to their concerns or, if 
no initial funding agency response is 
received within 90 days from the date 
their concerns were reported to the 
funding agency, may thereafter report 
their concerns, together with any re-
sponse from the funding agency, to the 
Secretary. To the extent deemed appro-
priate, the Secretary, in consultation 
with the funding agency, will under-
take informal investigation of the con-
cern, and, if appropriate, enter into dis-
cussions or negotiations with the non-
profit organization to the end of im-
proving its efforts in meeting its obli-
gations under the clause. However, in 
no event will the Secretary intervene 
in ongoing negotiations or contractor 
decisions concerning the licensing of a 
specific subject invention. All inves-
tigations, discussions, and negotiations 
of the Secretary described in this para-
graph (b) will be in coordination with 
other interested agencies, including 
the funding agency and the Small Busi-
ness Administration. In the case of a 
contract for the operation of a govern-
ment-owned, contractor operated re-
search or production facility, the Sec-
retary will coordinate with the agency 
responsible for the facility prior to any 
discussions or negotiations with the 
contractor. 

[52 FR 8554, Mar. 18, 1987, as amended at 83 
FR 15960, Apr. 13, 2018] 

§ 401.8 Reporting on utilization of sub-
ject inventions. 

(a) Paragraph (h) of the clauses at 
§ 401.14 and its counterpart in the 
clause at Attachment A to OMB Cir-
cular A–124 provides that agencies have 
the right to receive periodic reports 
from the contractor on utilization of 
inventions. Agencies exercising this 
right should accept such information, 
to the extent feasible, in the format 
that the contractor normally prepares 
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it for its own internal purposes. The 
prescription of forms should be avoid-
ed. However, any forms or standard 
questionnaires that are adopted by an 
agency for this purpose must comply 
with the requirements of the Paper-
work 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 
information to persons outside the gov-
ernment. Contractors will continue to 
provide confidential markings to help 
prevent inadvertent release outside the 
agency. 

§ 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. 

[52 FR 8554, Mar. 18, 1987, as amended at 83 
FR 15960, Apr. 13, 2018] 

§ 401.10 Government assignment to 
contractor of rights in invention of 
government employee. 

(a) In any case when a Federal em-
ployee is a co-inventor of any inven-
tion made under a funding agreement 
with a contractor: 

(1) If the Federal agency employing 
such co-inventor transfers or reassigns 
to the contractor the right it has ac-
quired in the subject invention from its 
employee as authorized by 35 U.S.C. 
202(e), the assignment will be made 
subject to the patent rights clause of 
the contractor’s funding agreement. 

(2) The Federal agency employing 
such co-inventor, in consultation with 
the contractor, may submit an initial 
patent application, provided that the 
contractor retains the right to elect to 
retain title pursuant to 35 U.S.C. 202(a). 

(3) When a Federal employee is a co- 
inventor of a subject invention devel-
oped with contractor-employed co-in-

ventors under a funding agreement 
from another agency: 

(i) The funding agency will notify the 
agency employing a Federal co-inven-
tor of any report of invention and 
whether the contractor elects to retain 
title. 

(ii) If the contractor does not elect to 
retain title to the subject invention, 
the funding agency must promptly pro-
vide notice to the agency employing a 
Federal co-inventor, and to the extent 
practicable, at least 60 days before any 
statutory bar date. 

(iii) Upon notification by the funding 
agency of a subject invention in which 
the contractor has not elected to re-
tain title, the agency employing a Fed-
eral co-inventor must determine if 
there is a government interest in pat-
enting the invention and will notify 
the funding agency of its determina-
tion. 

(iv) If the agency employing a Fed-
eral co-inventor determines there is a 
government interest in patenting the 
subject invention in which the con-
tractor has not elected to retain title, 
the funding agency must provide ad-
ministrative assistance (but is not re-
quired to provide financial assistance) 
to the agency employing a Federal co- 
inventor in acquiring rights from the 
contractor in order to file an initial 
patent application. 

(v) The agency employing a Federal 
co-inventor has priority for patenting 
over funding agencies that do not have 
a Federal co-inventor when the con-
tractor has not elected to retain title. 

(vi) When the contractor has not 
elected to retain title, the funding 
agency and the agency employing a 
Federal co-inventor shall consult in 
order to ensure that the intent of the 
programmatic objectives conducted 
under the funding agreement is rep-
resented in any patenting decisions. 
The agency employing a Federal co-in-
ventor may transfer patent manage-
ment responsibilities to the funding 
agency. 

(4) Federal agencies employing such 
co-inventors may enter into an agree-
ment with a contractor when an agen-
cy determines it is a suitable and nec-
essary step to protect and administer 
rights on behalf of the Federal Govern-
ment, pursuant to 35 U.S.C. 202(e). 
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