STATEMENT OF CONSIDERATIONS  ~_

Class Waiver of Government Rights in Inventions Arising From The
Use of DOE Facilities and Facility Contractors By or For Third
Party Sponsors

DOE and its predecessor agencies have long considered its national laboratories
and other Government-owned, contractor-operated (GOCO) facilities a unique
and valuable national resource that should be made available to the extent
feasible for use outside the DOE programmatic mission. In fact, some of
DOE's GOCO facilities have as a primary purpose the conduct of basic
research, and are available to the public, or to "users," on a regular and
routine basis. DOE and its predecessor agencies have developed policies,
orders and regulations regarding when, and under what conditions, the DOE
GOCO contractors and the facilities they operate can be used for work
sponsored by third parties outside of the normal DOE programmatic mission
responsibilities, including work sponsored by other federal agencies, state
and lOcal'gdvernments, foreign governments and international organizations,
and foreign and domestic private parties.

It is the purpose of this class waiver to provide a waiver of patent rights
under the authorlty of the Atomic Energy Act of 1954, as amended (42 USC
2182) and section 9 of the Federal Nonnuclear Energy Research and '
Development Act of 1974 (42 USC 5908) and the regulations of 41 CFR Part

9-9 promulgated thereunder whenever third party sponsors procure R&D and
related technical services, or use of facilities, from DOE GOCO facilities and
operating contractors on a cost reimbursable basis under any of the established
DOE programs for making such services or facilities available. More specifically,
this class waiver applies to:

(1) Third party sponsors procuring R&D and related technical services
from DOE operating contractors and/or use of DOE GOCO facilities
(i.e., work for and/or by others);

(2) Where the work to be performed is not subject to an existing
(a) interagency agreement or memorandum of understanding with
another federal agency, (b) international agreement with a foreign
governmental organization, or (c) a contract, grant, or cooperative
agreement with a state or local government, or private foreign or
domestic party under DOE's programmatic activities, but is subject
to a written agreement with DOE or its operating contractor for
work to be performed or facilities to be used under a DOE
established or approved program for making such services or
facilities available to third party SpONSOrs;

(3) Where the work to be performed by and/or for the sponsor is
primarily the interest and work of the sponsor, and is not
sufficiently within DOE's programmatic mission responsibilities to
cause DOE to support the work in whole or in part with direct
program funding;



@ .

(4) Where the sponsor is providing DOE or the operating contractor
cost reimbursement for the services performed and/or facility used.
For the purpose of this class waiver, cost reimbursement means
(a) full cost recovery as defined in the DOE order, regulation or
policy under which the work by or for the sponsor is performed,
(b) full recovery by DOE of the direct costs to the Government
under the GOCO contract, or (c) any other reasonable and
equitable approach to obtaining full recovery of direct Government
costs as certified by the Patent Counsel servicing the DOE activity
managing the facility contract;

(5) Inventions made in the course of or under work by and/or for the
sponsor by either the sponsor or the operating contractor; and

(6) Where the terms and conditions of the written agreement between
the sponsor and DOE or its operating contractor are approved by
the Assistant General Counsel for Patents.

R&D work performed by DOE operating contractors and/or in DOE GOCO
facilities by third party sponsors creates a benefit to DOE, the sponsor and
the general public. Normally, programs providing such services and facilities
are made available on a basis which is noninterfering with DOE program -
activities, which is not in competition with private R&D facilities, and which
offers the services and facilities to all qualified sponsors equally. While the
Government is reimbursed for the costs incurred, the facility and operating
contractor are assured of the maintenance of the GOCO's capabilities, are
provided the opportunity for stimulation and growth through the challenge of
commercially-related R&D activities, and are provided an additional
opportunity for transferring Government developed technology to commercial
utilization. The sponsor, on the other hand, has the use and application of a
unique research capability to its own research problems which would otherwise
be unavailable on a reasonable basis, if at all.

The experience of DOE and its predecessor agencies, however, is.that past
efforts to make GOCO facilities available have not met with widespread
success. The reason for this, at least in part, has been thé actual or
perceived patent and data policies under which the facilities were available.
Under AEC policies, the Government took title to inventions, and any
technical data generated was made publicly available. Under ERDA and
present DOE policies, patent waivers are available on a case-by-case basis
and privately developed proprietary data of the sponsor can be protected.
Nevertheless, the perception of DOE's policies, the case-by-case nature of
their application, and/or the delays incurred in their application have served
as a barrier to making DOE's GOCO facilities and R&D capabilities available to
private sponsors. .

The reluctance of private sponsors to pay the Government to perform R&D
services on their behalf without protection of their proprietary commercial
rights is understandable, even in view of the fact that the GOCO facilities
have unique capabilities and equipment. It is the usual case that the sponsor
has invested substantial private capital in its own research efforts prior to
contracting with the Government for services. Especially in the case of the
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utilization of DOE's unique nuclear facilities, the use of these facilities may
well be the final testing that "proves out" an invention in which the sponsor
has invested substantial resources, and therefore creates a "reduction-to-practice"
of the invention under the use agreement. Without a patent waiver, the
‘invention would be owned by the Federal Government. Additionally, in the
normal situation, the sponsor will be required to provide the operating
contractor with privately developed background and technical data which the
sponsor considers to be, and has treated as, proprietary. The results of the
work of the operating contractor, or the data produced as a result of
utilization of GOCO facilities, will usually contain much of this proprietary
information. In addition, these results and data will contain information
which the sponsor wishes, and which the private parties normally consider, to
be proprietary.

It is believed that a waiver of the class of inventions created by facility
contractors and sponsors, to the class of sponsors as defined above, is in the
best interests of the United States and the general public, and is justifiable
under the objectives to be attained and determinations to be made under
DOE's statutory waiver policy. First, such a waiver is necessary in order to
obtain a wider utilization by or for third parties of the unique capabilities
and facilities of DOE's GOCO contractors. As stated above, utilization of
these facilities by and for third party sponsors is not only a benefit to the
sponsor, but also to DOE through the maintenance of the operating
contractor's capabilities, the experience gained by performing challenging R&D
tasks and the retention of competent teams in the facilities for current and
future DOE missions. Also, such use better enables the Government to
transfer the technology and research capabilities at these facilities to
commercial applications. Accordingly the waiver would best address the
statutory objectives and considerations regarding participation in DOE's
programs and encouraging commercial utilization of the results of DOE's R&D
efforts found in Section 9-9.109-6(a) and (b) of 41 CFR Part 9-9.

Secondly, these situations often involve research efforts in which the sponsor
has undertaken private research efforts, in which the sponsor has sufficient
interest to procure additional research efforts through the use of DOE's
operating contractors and/or GOCO facilities, and which presumably the
.sponsor will continue to support. These activities, by definition, represent
research areas where DOE has insufficient programmatic interest to support
the research either in whole or in part, and where the facilities involved are
available on a noninterfering basis to DOE's own research mission. As a
result, the sponsor has the primary equity in these situations. While the
Government has some equity under such agreements in view of the fact that
its facilities and capabilities, which are unique and not otherwise reasonably
available, have been established at the taxpayers' expense, the reservation of
the Government's royalty-free license in waived inventions, along with the
standard "march-in rights," is believed to be commensurate with this equity.
The waiver will also recognize the contribution factors of Section 9-9.109-6(b)
in view of the sponsor's past and anticipated future contribution towards
commercialization.
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The availability of this class waiver shall be automatic, and granted without a
request or petition by the sponsor, upon certification by the local DOE Patent
Counsel of the DOE activity responsible for the GOCO contractor that:

(1) The work to be performed under the use agreement is not covered
by another contract or arrangement falling under DOE's statutory
patent policy, and is not of sufficient interest to the DOE
programmatic mission responsibility to justify DOE supporting the
work in whole or in part with direct program funding;

(2) That the sponsor is providing appropriate cost reimbursement for
the services performed and/or facilities used as set forth in this
class waiver; and

(3) That the terms and conditions for the agreement with the sponsor
comply with this waiver and instructions for its implementation as
issued by the Assistant General Counsel for Patents.

Accordingly, in view of the statutory objectives to be attained and the factors
to be considered under DOE's statutory waiver policy, all of which have been
considered, it is recommended that a waiver of the class of inventions, to the
class of sponsors, and under the situations described above will best serve
the interests of the United States and the general public. It is therefore
recommended that the waiver be granted.

es E. Denny
ssistant General Counpge
for Patents

Order for the Disposition of Patent
Rights Arising from Use of DOE Facilities

Pursuant to the authority provided in section 152 of the Atomic Energy Act of
1954, 42 U.S.C. 2182, and section 9 of the Federal Nonnuclear Energy Research
and Development Act of 1974, as amended, 42 U.S.C. 5908, and the implementing
regulations promulgated thereunder for waivers of patent rights, 41 CFR Part
9-9,,it is in the best interests of the United States and the general public to
grant a waiver of patent rights to the class of users who procure research

and development or technical services from DOE operating contractors or use
DOE Government-owned, contractor-operated facilities. Therefore, it is

hereby ordered that a waiver of patent rights shall be available as set forth

in the foregoing Statement of Considerations. The Assistant General Counsel
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for Patents shall be responsible for issuing instructions for implementation of
' this waiver in accordance with 41 CFR Part 9-9. This waiver shall not affect
any waiver previously granted. - ~

CONCURRENCE:

Alvin W. Trlvelpie Director
Office of Energy esearch

Date: A / / O/fZ-

APPROVAL :

R Tenney Io
General Coun
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