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Introduction te

PATENTS AND PATENT RIGHTS-

. .This paper is one unit in a series prepared by the sponsored
‘program and patent offices at M.I.T. for use in their own professional
development program and in the workshop on intellectual property at the
1984 NCURA annual meeting. The NCURA Committee on Professional Development
is making it available to NCURA members who need a basic understanding of
‘intellectual property in conmection with the negotiation and administration
of sponsored reseatrch agreements.

Copies of this and other units in the series may be obtained from
NCURA Headquarters. :

Other Guidance

This series is intended to provide university research
administrators with only an introduction to the basic concepts of
intellectual property. Those who require a more complete understanding of
‘the subject will wish to study other materials cited herein or developed
from time to time by such organizations as the Society of University Patent
Administrators, the Licensing Executives Society, the COGR Committee on

- Patents, Copyrights and Rights in Data, and the National Association of

College and Unlversity Attorneys.

-User_FeedBack

This material is i{ntended to be self-improving. Usérs*éte,
‘therefore, invited to forward comménts, suggestions and new materials for
the next revision to:

Chairman, Committee on Professional Development _
National Council of Universgity Research Administrators .
One Dupont Circle, N.W., Suite 618 :

Washington DO (6 e e e e S S

Copyright (© 1984 Massachusetts Institute of Technology and
R National Council of Univers1ty Research Administrators
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- 1. PATENT LAW.

fj : ) The United States Constitution

Article-l .Section 8 of the Constitution provides thet'

"The Congress shall have power...to promote the Progress of
Science and useful Arts, by securing for limited Times to
Authors and inventors the exclusive Right to-their
respective Writings and Discoveries.

Under this broad Constitutional suthoritv, éhé Congress has enacted’
the Patent Laws, Title 35 of the United States Code, and the Copyright
Laws, Title 17 of the United States Code.

The . economic philosophy behind this Constitutional authority to grant
patent and copyrights {s the conviction that the opportunity for personal
gain will provide an incentive for authors and inventors to devote their
talents to science and the useful arts to the ultimate benefit to the
public. As stated in an early court decision, the ‘authority of Congress is
exercised in the hope that the "productive effort thereby fostered will
have a positive effect on society through the introduction of new products
and processes of manufacture into the economy, and the emanations by way of
increased employment and better lives for our citizens."

In order to prov1de an incentive for research and'inventiveness and
for disclosing the results, thereby promoting scientific progress, the U.S.
patent laws grant to the inventor, the right to exclude others from making,
using or selling his/her invention for a limited period.

Without this protection, anyone who learns of~another's invention
(assuming it does not vicolate a nondisclosure agreement or other legal
obligation) would be free to copy that invention and make full use of it in
the same manner as the inventor, and without having shared any of the costs
1ncurred in its development ‘

In reéturn for this exclusive rlght however, the inventor must make a
full disclosure of his invention to the public. The purpose of disclosure
is to spur other inventors Into activity and make possible additional
advances in the art, and to ensure that the public gains the benefit of the
original invention after a limited period R :
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2. THE NATURE OF PATENTS AND PATENT RIGHTS

The "Right to Exclude®

A patent is issued in the name of the United States. It grants to the
patentee "the right to exclude others from making, using or selling the
invention throughout the United States" for a term of 17 years. The patent
contains the grant and a printed copy of the specification and drawing,
which are annexed to the patent and form a part of it. :

' Since the essence of the right granted by a patent is the right to
exclude others from commercial exploitation of the 1nvention, the patentee
is the only one who may make, use or sell his invention. Since a patent is
a property right, it may be sold or assigned, pledged, mortgaged, licensed,
willed or donated, and may be the subject of grants, contracts and other’

" agreements., It may be controlled by the exercise of the exclusive rights
which the patent grants, or by permitting others to exercise ‘such r1ghts
under the terms of a license agreement.

The-exﬁct natnre_of the right conferred must be carefully distin-
guished, and the key is in the words "right to exclude." The patent does
not grant the right to make, use, or sell the invention. The patent only'
grants the right to exclude others from doing 50.

Since the patent does not grant the right to make, use or sell the
invention, the patentee s own right to do so depends upon the rights of
others and whatever general laws might be applicable. Merely because he
has received a patent for an invention, a patentee is not thereby auth-
orized to make, use or sell the invention if it is prohibited by law, vio-
lates state licensing requirements, infringes the prior rights of others,
violates the anti-trust laws, etc. Ordinarily, however, there is neothing
which prohibits a patentee from making, using or selling his own invention
unless he thereby 1nfr1nges another patent whlch s still in force.

Patent rights are purely statutory: there is no definitive body of
common law relating to patents as such. However, assuming that his
‘invention 'is not illegal and does not infringe another patent, an inventor
has the right, independent of the Constitution and the patent laws, to
make, use sell and otherwise enjoy his invention. These rights are

.;sometlmes_SPOken.ofﬂas”an‘1nventer”s_commonwlaw_r;ghtsuand;arezsubgect;tee,"_thﬁ___Wﬁwun

the protection of that law. If, for example, an inventor discloses an
unpatented'invention'to'another individual under agreement of
confidentiality, that individual, if he breaches that agreement and
.attempts to manufacture an artlcle which embodies the invention, - may be
liable for damages on the b331s of common law and equ1ty

Assignment

As noted in the precedlng sectlon, a patent is personal property and
may be sold, assigned, pledged, mortgaged, licensed, willed or donated, 'and
may be the subJect of grants, contracts and other’ agreements. The patent
‘law provides for the transfer or sale of a patent, or of an appllcat1on for

6
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3. WHAT CAN BE PATENTED: PATENTABLE SUBJECT MATTER

.Statutory SubJect Matter

. The patent law specifies the general field of subJect matter that can
- be patented (i.e., statutory subject matter) and the conditions under which
a patent, may be obtained.

35 U §.C. Chapter 10 deals with the patentability of inventions.' Sec.
101 describes patentable subject matter as follows:

" Whoever invents 4} 5 discovers any new and useful process, mechine,
manufacture, or composition of matter, or any new and useful
improvements thereof, may obtain a patent therefor, subject to the
conditions and requirements of this title.

(a)  Process
Sec. 101(b) states that:

"The term process means process, art. or method, and includes a new-use
of a known process machine, manufacture, comp051tion of matter ot
-materials : :

‘A statutory process may con31st of a combination of: physical or _
manipulative steps. Where it consists of more than oné step, patentability
may depend on various factors, such as the particular .arrangement, order or
sequence of individual steps which are not novel in themselves. On the
other hand, if the combinations of steps is not new, patentability of a
process may depend on the materials used, Depending on the c1r¢umstances,
computer software may be eligible for patent protection as part of a
patentable process,

"(b) Machine

As the.terms are. used 1n.patent Law,.. "machine'l. is. virtually Ainter= .
changeable with mechanism, device, engine or apparatus, the latter term
being more common in practice. The term "machine" includes tools and other
implements intended for use by hand,. The partlcular way in which the com-
-ponents are arranged, as well as the nature of the components themselves,
are the parameters which define and distinguish a machine.

(c¢) Manufacture
This is synonymous with '"articles of manufacture" and refers to ‘
articles which are man-made. The ‘Supreme Court has held that to obtain a

patent for a product made from raw material, it must possess a mnew or

8
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‘importance as a food source) and plants found in an uncultivated state.

~ Asexual reproduction refers to vegetative propagation, i.e, without the use
of seed). Patents for plants confer upon the patentee the right to exclude
others from asexually reproducing the plant and from selling and using any
plants so reproduced. . What constitutes a ‘distinect plant variety within
-the meaning of the plant patent act appears to be a plant which possesses
at least one gignificantly different characteristic, such as color,
immunity to disease, size or shape, etc.

In addition, the Plant Variety Protection Act provides patent like
protection to breeders of plants that have been reproduced by sexual means,
i.e., by seed, It is administered by the Office of Plant Variety Ptotection
in the Department of Agrlculture. Grants under the Plant Variety
Protection Act are called certificates of plant varlety protection.

‘Nonstatutory Subject Matter

(a) Specifically excluded by statute. Certain subject matter is
specifically excluded from patent protection by the patent law itself. The
principal example is the exc1u31on of certain plants, as noted in the
preced1ng section.

" Some subject matter which might otherw1se fall 1nto the statutory
classes defined under the patent law is excluded by other statutes, For
‘example, the Atomic Enmergy Act contains a blanket provision excluding from
patent protection any invention or discovery wh1ch is useful solely in the
utilization of special nuclear material or atomic energy in any atomic
weapon. Anti-radiation agents have been deemed not to constitute such
spec1a1 nuclear mater1als and are, therefore, statutory subject matter.

(b) Discoveries. Often con31dered as a class of unpatentable subject _ _
matter is that which is so broad as to be 1ncapable, as a practical matter,
of adequate definition and/or whlch is not really mew but was merely :
unknown or unappraciated prev1ously. "Such inventions are more
appropriately styled discoveries and have been characterized in the court
decision quoted in a preceding section. They include principles or laws of
nature and naturally occutring artlcles.

(e) Other ‘ Another class of subJect matter has been excluded by Judic1a1
construction and includes, for example, prlnted matter (which may . be
protectable under the copyright laws but does not have novelty based on its
physical structure), methods of doing business (which may be protected to .
some extent unde the law of trademarks), and mental processes,

10
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_ (b)_-Utilitz

© 35'U.S.C. Section 101, quoted earlier, provides that subject matter
and improvements thereof must be '"new and useful. to be patentable. The
subject matter must have a useful purpose and operability, i.e., it must
operate to perform its intended purpose. 35 U.S.C. Sect. 112 requires that
the appllcant ‘describe how to use the invention'

“"The specification.shall containta written description of the
-invention, and of ‘the manner and process of making and using it, in
such full, clear, concise, and exact terms as to enable any person

‘;skilled in the art to which it pertains, or with which it is most'
nearly connected to make and use the same..."

.{(C) Nonobviousness

' The following provision was incorporated in'theelQSZIPateﬂt Act as 35
U.8.C., Sect. 103, Conditions for patentability; non-obvious subject matter:

"A patent may not be obtained though the invention is not identically

disclosed or described as set forth in section 102 of this title; if

the difference betweer the subject matter sought to be patented ‘would
' have been obvious at the time the invention was made to a persom’
_having ordinary skill in the art to whlch said subject matter B
”-pertalns..;." : o

Even 1f the ‘subject matter sought to be patented is not exactly shown
by the prior art, and involves one or more differences over the most nearly
similar thing already known, a patent may still be refused if the differ-

- ences would have been obvious to a person skilled in the art at the time
the invention was made. The subject matter sought to be patented must be
~sufficiently different from what has been used or described before so that
it may be said to.be non-obvious over the prior art. Small advances that

would be obvicus to a person having ordinary skill in the art are not
considered inventions capable of being patented. For’ example, the substitu-
tion of one material for another, or changes in size are not ordinarily
patentable. :

Other Conditioms - .

(a) EABanﬁenment

_ .35 U.S.C. Sect. 102(c) declares that a person is not entitled to a
patent if he has abandoned his invention, but leaves the question of what
constitutes abandonment to the courts. Although it is beyond the scope of

this presentation, it might be noted that there is a distinction between
abandonlng a patent appllcatlon and abandonlng the invention it discloses.

12
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5. PATENT APPLICATIONS-AND PROSECUTION

Who may abﬁly fot-a.patént

According to the statute, only the inventor may apply for a patent,
with certain exceptions. If a person who is not the inventor should apply,
any patent obtained would be void. The person applying in such a case who
falsely states that he is the inventor would also be subject to criminal

-penalties. If the inventor is dead, the application may be made by his
legal representatives, that is, the administrator or executor of his
‘estate, . If an inventor refuses to apply for a patent or cannot be found, a
joint inventor or a person having a proprietary interest in the invention
may apply on behalf of the missing inventor. :

If two or-more_persons make an‘invention_jointly, they apply for a
patent as joint inventors. -A person who makes only a financial =
contribution is not a joint inventor and cannot be joined in the:
application as an inventor; to be an inventor, a person must contribute to
the conception of the invention. It is possible to correct an innocent
mistake in omitting a joint inventor or in erroneously joining a person as
an inventor, LR e ' :

Preliminaty'Search

Slnce ! patent is not always granted when an’ app11cation 1s filed for
an invention, many inventors or institutions to 'which an invention is
assigned conduct a so-called preliminary search through the prior United
‘States patents to dlscover if the particular device or one similar to it
‘has been. shown in some prior patent. This preliminary patent search is
usually conducted by a patent searcher before a patent application is
flled

_ The_search may be conducted in the Search Room of the Patent and *
Trademarks 0ffice, and to some extent in public libraries which' have data
links to the Patent and Trademarks Office. This search is not always as
complete as that made by the Patent and Trademark 0ffice during the’
exam1nat10n of an application, but only serves a preliminary purpose as the
name indjcates. The Patent and Trademark Office examiner may, and often

. does,. reject claims . in an_application on.the. basis of prlor patents or..

publications not .found in the preliminary search

The Applicétion

The application for a patent is made to the Commlssioner of Patents
-and Trademarks and includes: ' :

1. A_writtén document {n the English language which comprises a
specification (description), claims, and an oath or declaration'

:2, A drawing in those cases in which a draw1ng is p0551b1e»
3. The filing fee _

14
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prior United States and foreign patents, and such prior literdture as is
available, to determine if the invention is new. The examiner reaches a
decision as to compliance with the statutes and rules, novelty and
patentability of the invention, and other matters. _

(b) Office Action. The applicant is notified in writing of the examiner's
decision by an "Office action' mailed to his attorney or agent. The. .
reasons for any adverse Office action, ‘objection or requirement are stated
~in the action plus information or references which may help the applicant
judge the propriety of continuing the prosecution of his application.

If the invention is not considered patentable, or petentable as
claimed, the claims (or those considered unpatentable) will be rejected.
It is not uncommon for some or all of the claims to be rejected on the
first action by the examiner, Relatively few applicatons are allowed as
filed. o - - : '

(c)'”Applicant's Reaponae:

If the Office action is adverse in any respect ‘and the applicant _
wishes to persist in applying for a patent, he must reply within ‘the time
allowed, and may request reexamination or reconsideration, with or without
amendment of the application.‘ The request must.be in writing and _
distinctly and specifically point out the supposed errors in the examiner's
action, It must also respond to every ground of - obJection and rejection in
the prior Office action. ' : : Lo

After response by the applicant, the application will be reexamined
and reconsidered, and ‘the applicant will be notified if claims are
rejected, or obJections or requirements made, in the same manner as the
first examination. The second Office action will usually be made final.
(d) Final Rejection or Allowance. On the second, as noted above, or on any
subsequent examination or consideration, the rejection or other action may
be made final, In responding to a final rejection'or action, the applicant
must cancel’ each claim which ‘is rejected, or appeal the rejection. ' If any
claim is allowed, the appllcant must comply w1th auy requirement or
-obJection as to form.' : : :

Interviews with examiners:nay be arranged, but an interview does not
_remove the necessity for responding to office actions within the required
“time, and the action of the" Patent Office ig" based solely ot the written™
record. : .

As a result of the examlnation by the Patent and Trademark Office,
patents ate granted for roughly two out of every three patent appllcations
filed,

(e) 'Abandonment or Final Issue. The response of an applicant to an action
by the Patent Office must be made within a prescribed time limit,The
maximum period being set at 6 months by the statute, which also provides,
however, that the Commissioner may shorten the time for reply to not less
than 30 days. The normal period for response to an office action is 3
months. If no reply is received within the time period, the application

16 -
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6, PRIORITY:._CONCEPT-ION'AND. _REDUCTION TO PRACTICE "

Introduction '

35 U S. C Sect. 102(g) provides that:

:"A person shall be entitled to a patent unless. before the
“appplicant's invention thereof the invention was made in this country
by another who had not abandoned, suppressed, or concealed it, In
determining priority of invention‘there'shall”be considered not only
the respective dates of conception and teduction to practite of the
invention, but also the reasonable diligence of one who was first to
“conceive and last to reduce to practice, from a time prior to
'conceptlon by the other. - -

Thus, the Unlted States settles the question of priority on the basis
of who is "first to invent." Nearly every other country (except Canada and
the . Philippines) resolves the conflict solely on' the basis for who is
"first to file" the application disclosing the invention. For accuracy,
however, it should be noted that even in this country, one's date of
invention is presumed to be-omne's application filing date. The presumption
is rebuttable, however, whereas in "first to-file" countries itiis not.

‘For the purpose of determining what constitutes the making of an in-
vention, the inventive process is broken down into two steps: (1) concep-
tion, the mental part, and (2) reduction: to practice, the physical part.
Under general patent law, an invention is not completed until both the

_conception and Teduction to practice have occurred, whether separately or
simultaneously ' »

. One Should remember, however, that under Fedeéral research contracts
and applicable regulations, the Federal government defines the making of an
invention as'the conception or reduction to practice, and acquires
Government rights on the basis of either. This contractual definition
should not be confused with the patent law under discussion here, and the
consequence of this Federal policy will be discussed in a separate’ part of

thisg series entitled "Patent R1ghts under Government Contracts."

Conceptibn

"Coneeption"‘haStbeen'defined by one court as follows:

" "The : conception of ‘the invention consists in: the complete performance'
of the meéntal part of the inventive act. All that remains to be
'accomplished..., belongs to the department of construction, not
invention., It is therefore the formation, in the mind of the
inventor, of a definite and permanent idea of the complete and
operative invention, as it is thereafter to be applied in practice,
that constitutes an available conception, within the meaning of the
patent law. This definition consists of two elements. First,

8 : . -
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Redoctioh to practice

In the eyes of the law, an invention is not complete and does not
exist until it has been reduced to practice. Actual reduction to practice
contemplates actual and complete use of the invention for its intended
purpose. It occurs when an invention has been (1) embodied in some
phy81ca1 form which 1is (2) used to demonstrate its workability

Physical embodiment involves the actual constrﬂction of an article of
manufacture, preparation of a composition of matter, etc, that demonstrates
in tangible form every element of the invention. Every particular aspect
of the invention as claimed must be found in the physical embodiment,
although it is still the claim, and not the physical embodiment, that
defines the invention. Reduction to practice does not occur until there is
a recognition and appreciation that the invention was in fact made.

Demonstrating workability requires that the phy31cal embodiment ‘be
tested to determine whether it performs as cantemplated, and it must be
reasonably certain that the invention will perform its intended function in
actual use. Workability, and hence reduction to practice, is established
when it is shown that the invention is able to perform its intended purpose
beyond a probability of failure in order to give assurance that the device
will operate under normal working conditions for a reasonable- length of
time. The nature of testing required to establish actual reduction to
practice depends upon the partlcular facts of each case.

Tests have been held to establish a reduction to practice when they
show actual performance of the intended function’ w1th a quality, extent and
character of operation sufficient to indicate that the invention has
utility in the environment in which it is to be used. Testing is generally
deemed sufficient if the paramaters observed in the testing bear an
established relationship to performance in actual use and if the tests are
sufficiently comprehensive to assure one reasonably skilled in the art that

the intended functions either were being performed or would be performed in

actual yse. The invention need not pass the test with flying colors. A
single successful use of the invention is sufficient to establlsh its
actual reduction to pract1ce :

Redﬁctlon to practice is mot equivalent to commerc1alization, and it
is not necessary that the invention be capable of commerc1a1 exploitatlon

—-eaeithowt -fur ther re flnemen £ e e e - R e T e Ll S L T

Constructive reduction to practice

- A reduction to practice may be either actual or constructive. An
actual reduction to practice involves the physical construction or carrying
out of the invention. The actual reduction to practice of a process occurs
when the coustituent steps have been performed. In the case of a product
producing process, reduction requires the establishment of a utility for:
~the products produced. The actual reduction of a composition of matter
occurs when the composition has been produced and its usefulness
demonstrated by actual testing, unless its utility is self evident.

20"
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Diligence
'As noted earlier, 35 U.S.C. 102(g)'states in part that "In determining
priority of invention there shall be considered not only the respective

dates of conception but also the reasonable diligence of one who was first
to conceive and last to reduce to practice..." : Co

Diligence is only significant where one party was the first to
“conceive but the last to reduce to practice. The party who was first to
conceive need not have commenced due diligence at the time of his own
conception. Diligence must, however, commence prior to his rival's
conception and be continuously maintained until his own reduction to
practice. Consequently, one who was the first to ‘conceive cannot’ recapture
priority by spurting into renmewed activity upon learning that another has
entered the field. At that point he can only regain priority by becoming
the first to reduce to practice. Commerclalization is not a requirement
. for diligence, conception or reduction to practice.

Diligence has the same significance whether there is reliance on an
actual or a constructive reduction to practice. (In the latter case, there
must have been d111gence in preparing and filing the patent applicaton.) '
However, an unreasonable delay in filing afteér an actual reduction to
practice, which in a sense is a lack of diligence, is more commonly
characterized as suppression, as discussed below.

:Diligence,'as used in 35 USC Sect. lOZ(g) involves the continued

- application of the inventor or his representative to the task of reducing
the conceived invention to practice. The law requires only ordinary or
reasonable diligence, not unlnterrupted effort or the concentration of all
the applicant s energies. A party charged with showing diligence must
account for the entire period during which diligence is required.
Reasonable diligence may be shown by affirmative acts toward reduction to
practice or by reasons for failing to act. Reasonable dliigence by an
inventor must be corroborated. Mereley asserting ‘diligence does not
factually establish it. A showing of diligence must include a showing of
what acts occurred as well as the specific dates om wh1ch they occurred

A party who was the first to ‘reduce to practlce, but thereafter . _
suppressed or concealed his invention, forfeits the right to use the date
of that reduction to practice to establish priority over a subsequent

‘.inventer.  Such right cannot be resurrected by. thereafter taking steps to . . "

file a patent application, even if such steps are taken before an opponent
"enters the field. ~However, even though an inventor has suppressed or
concealed -his invention, he will be entitled to a patent where his filing
date is earlier than his rival's date of actual reduction to practice.

22



NCURA - : St o PATENTS AND PATENT RIGHTS

Interferences

~ The policy of awafding a patent only to the first inventor is the

" basis for interference proceedings. Aﬂtinterference arises when two or
‘more inventors claim the same jinvention and seek to determine which

competing claimant made the invention first and is: entitled to patent '
rights in it. : . ‘ e

A patent owner'who-suspects that another patent interferes with his
patent may seek to have his patent declared "prior in time." An action to
determine priroty commences when the Patent Office, in considering the
application of the potential infringer, believes that conflicting interests

‘exist ‘and gives notice to the parties (35 USC:135). In an action

instituted under that section, the question of priority is determined by
the Board of Patent Interferences. A party dissatisfied with the decisgion
of the Board may appeal to the Court of Appeals for the Federal Circuit,
although the party that prevailed before the Board may elect a different-
procedure which provides for review by civil action in the district court,
with an appeal to the federal circuit. ‘The remedy in an interference
action is’a declaration of priority. EERERE '

Interference ‘actions involving the government most often result when
the government requeésts rights in a ‘patent application filed by a party who
allegedly reduced his invention to practice with federal funds. Such
interference actions generally are authorized by agency enabling statutes.
Those statutes prOV1de that the Commissioner shall forward certain patent
applications to agency administrators and shall issue patents in. the name
of the administrator upon request, unless the applicant petitions for a
hearing" before the Board of Interferences.

24
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9. BIBLIOGRAPHY

 Patent law and practice is a complex topic, most of it beyond the
scope of this introductory material. However, there are a great many
materials available to those who wish to pursue the subject The following
‘provide a uséful starting point~

L. General Informatlon Concerning Patents, a publication of the
Patent and Trademark Office of the U.S. Department of Commerce. This
44-page pamphlet is described as "A brief introduction to patent matters
including definitions of patents, copyrights, and trademarks; the workings
of the Patent and Trademark Office; and what applicants must do.”" The
table of contents of this publication is reproduced as Attachment 1 to this
material. It may be ordered from the Government Printing Office. The
current price is $3

2. Patent Law Fundamentals (Second Edition) by Peter D, Rosenberg,
New York: <Clark Boardman Company LTD, 1981. This is a two-volume -
reference work, the price of which includes a subscription to continuing
releases which keep the material up-to-date. The title pages anda summary
of the contents are reproduced as Attachment 2 to this material #The price
is 1983 was approximately §$125. P '

26



NATIONAL COUNCIL OF UNIVERSITY RESEARCH ADMINISTRATORS

" Introduction to

| PATE“T RIGHTS UNDER GOVERNMENT

CONTRACTS

Wdrkshop Materials - NCURA Intellectual P

Title

Patents and Patent Rights

Patent Rights under Government Contracts
. University Patent Policies and Practices
" Patent Clauses in Industrial Research Agr
Patent License Agreements

The Law of Cdpyrights_

Rights in Data under Government Contracts

University Copyright Policies .
Copyright Clauses in Industrial Research
"Software Licensing Agreements

..e é‘:rn: 'e':!..;l .t s_ Ll

(Besérved)

Agreements

roperty Sefies:— 1984

Unit

RN RN



. NCURA | I PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

Introduction to

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS_

: This paper is one unit in a series prepared by the spomsored
program and patent offices at M.I.T. for use in their own professional
development program and in the workshop on intellectual property at the
1984 NCURA annual meeting. The NCURA Committee on Professiomal Development
is making it available to NCURA members who need a basic understanding of
intellectual property in connection with the negot1at1on and administration

: .of sponsored research agreements,

Copies of this and other units in the series may be obtained from
,NCURA Headquarters. : : .

Other Guidance

‘This series is intended to provide university research
adninistrators with only an introduction to the basic concepts of
intellectual property. Those who require a more complete understanding of
the subject will wish to study other materials cited herein or developed
from time to time by such organizations as the Society of University Patent
Administrators, the Licensing Executives Society, the COGR Committee on
Patents, Copyrights and Rights in Data, and the National Assoc1at10n of
College and University Attorneys. :

User Feedback

This material is intended to be'self—iﬁprbving Users are,
"therefore, invited to forward comments, suggestlons and new materials for
the next: rev131on to:

Chairman, Committee on Professional Development
National Council of University Research Admlnlstrators
-=One Dupont Cirele,;-N.W., Suite. 613 .

Washington D.C. 20036

Copyright_() 1984 Massachusetts Tastitute of Technology and
- - National Council of University Research Administrators
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1. 'GOVERNMENT RIGHTS IN PATENTS

Unit 1 in this series, "Patents and Patent Rights", discusses the
legislative authority granted to Congress under the Constitution for the
enactment of the Patent Laws contained in Title 35 of the United States
Code, and the Copyright Laws, Title 17 of the Code.

:-The fact that the-governnment may grant a_patent'under the authority
of the patent laws, however, does not in and of itself give the government
a right to use {it. To obtain this right, the government must acquire it in
some manner, as, for example, by contract, by purchase, as a condition of
employment for its own’ employees, or by special procedures in the interest
of public safety, etc.

In this paper we are primarily interested in the extent to which the
United States may acquire rights in inventions made in the performance of
Federally funded research grants and contracts. This may depend on such
factors as ‘the manner in which the Federal funds contributed to the making
of the invention, the nature of that invention, the particular agency from
which the funds were received, whether an independent contractor is a
nonprofit organization or small business or other entity, etc. .

As university administrators, however, our interest tends to focus
more narrowly on rights acquired by the Government in inventions resulting
from federally funded research grants and contraets with small businesses
and non-profit organizations. This is determined in accordance with Public
. .Law 96-517, OMB Circular A-124, the 1mp1ementing'Federai_Aequisition
Regulatlons (FAR Chapter 27), and agency supplements.

Public Law’ 96 517 creates a dichotomy in federal pollcy regardlng the
disposition of patent rights inventions arising from federally supported
research and development efforts, (i.e., in "subject inventions'"), between
small business firms and non-profit organizations on the one hand, and
private enterprises not qualifylng either-as a small business firm or _
non-profit on the other. It establishes 'a uniform policy for all federal
agencles, except the TVA tbereby replacing some 26 dlfferent policies.

. PL 96~ 517 and the 1mp1ement1ng regulations are, therefore, of major
importance to universities in the determination of patent rights and
~ ownership under federal research grants and contracts,'and are the focus of
~ this paper.
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3, OHB'CIRCULAR A-124

Public Law 96-517 was initially implemented by OMB Bulletin §1-22, -
which university representatives felt did not accuratély reflect the intent
of the law., A period of further discussion and negotiation followed, and

"OMB Circular A-124, which was effective March 1, 1982, superseded OMB
Bulletin 81-22,

'The stated purpose of OMB Circular A-124 is to provide 'the policies,
procedures and guidelines with respect to inventions made by small business
firms and nonprofit organizations, including universities, under funding '
agreements with Federal agencies where a purpose. is to perform
experimental development, or research work." :

It 1is important for university representatives to be familiar with OMB
Circular A-124 to ensure that the implementing FAR patent regulations and
agency supplements are consistent with that Circular from a university
standpoint, However, on a day-to-day basis, university administrators will

be working with the policies and procedures set forth in FAR Chapter 27 and

the standard patent rights clause in FAR 52.227-11, as these relate to
‘universitles, since they have been picked up almost verbatim, ‘oY with
' non-substantive modifications, in the various Federal agency. supplements.:"”
For this reason, OMB Circular A- 124 1s not included in the appendices.

However, in order to.avoid confusion, the following section explainé
-how the standard patent rights clause first issued as Attachment A to
Circular A-124 became the standard patent clause set forth at FAR '
52,227-11. . G .

Standard Patent Rights Clause

‘OMB Circular A-124 stipulates that each "funding agreement" (as
~ defined in the Circular) must contain the standard patent rights clause
‘which is set forth as Attachment A to that Circular. As issued in March
1982 that clause was intended to be used only in contracts with smail

businesses and domestic nonprofit organizations. However, the Presidential _
Tt UMemoTandim 6F February 1983 Stipulated thaf all Federal agencies would™ T e

extend the principles of P.L. 96-517 to Federal R&D contracts with large
business organizations {unless precluded by statute, as is the case with _
DOD, DOE and NASA). Consequertly, in 1984, the standard clause was revised
in minor details so that it could be used in all such contracts. It was
also improved in a manner favorable to universities. That revised clause .
is now set forth in FAR 52.227-11, "Patent Rights - Retention by the
Contractor (Short Form)," and is the clause contained in Appendix 2 to this
paper. : T BN ' '
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a general rule, when a project is supported in whole or in part through
direct costs, the ‘patent regulations apply and the Government retains
rights., When the Government supplies indirect costs only, as in
previous Government funding for equipment or facilities, the patent
regulations don't apply, unless there is a quid pro quo stipulated in
the funding agreement.”

' Note:1 Those who havepreed_the GAO.rEport'prepared at'the\reoneet
of Rep. Albert Gore concerning the contract between Massachusetts Gen-.

‘eral Hospital and the Hoechst Company of West Germany, will recall the

statement below (underlining supplied), which apparently contradicts
the NIH formulation. There is reason to believe, however, that the GAO
report overstated the case with respect to indirect costs, and this has

been_cbnceded'by a GAO representative familiar with the report:

GAO: "Care must be taken, however, that no Federal funds directly
or zndlrectly support. the tesearch leading to an invention if MGH is to

claim that the terms of a (NIH) funding agreement do not apply. This
may very well mean that MGH must account separately for all expenses
leading to an invention including the cost of the research itself as
well as indirect or overhead costs, to be able to show that the

expenses were paid with funds provided by Hoechst. 1In the event MGH is
unable to prove that NIH funding was in no way involved, the terms of
the Act, as embodied in a (NIH) funding agreement, would apply."”

Supplenentelzprojecte

OMB: '"Notwithstanding the right of research organiiatldns to

. accept supplemental funding from other sources for the purpose of

expediting or more comprehensively accomplishing the research
objectives of the government sponsored project it is clear that the
Act would remain applicable to any invention 'conceived or first
actually reduced to practice in the performance' of the project, - .
Separate accountlng for the two funds used to support the pro;ect in
this case is, not the determlnlng factor. .

‘Slmultaneous, closely related prOjectS.

0MB° "To the extent that a non-government sponsor establlshes a

"project which; although closely -related, falls outside-the- ‘ptanned- andwaf“"~“#*~~mm“*

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 conditionms of the Act. An example of such
related but separate projects would be to expand scientific . -
understanding in a fileld, with a closely, related industry. sponsored .
project having as its objective 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 aré 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

3



1

NCURA " PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

Where Federal Rights Apply

In those situations in which the Federal government acquires rights in
an invention by having funded the research "in whole or in part,”" and the
licensing of the invention is, therefore, subject to OMB Circular A-124 and
the implementing Federal Acquisition Regulations, the following constraints
apply. They are set forth in the paragraphs cited below in the patent
rights clause at FAR 52,227-11. That clause is reproduced in Appendix 2 of

" this paper as published in the Federal Register., The page numbers after
“"Ref:" identify the page of the Register and the column (Left Middle,
Right) in which the paragraph may be" found,

-Paragraph in " - ' e ‘Refz Federalzkegisref
FAR 52.227-11 ' ' . o __page in Appendix 2

(b) Allocation of principal rights. Provides thé Federal govermment with
a nonexclusive, nontransferable, irrevocable, paid-up license to
practice or have practiced for or on behalf of the United States the
subject inventions throughout the world. - ' Ref: 12989-M

(i) Preference for United States'industry.'*Ekclusiue licensees must agree
that products embodying the subject invention will be manufactured
substantially in the United States. ~ Ref: 12990 R

(i March-in rlghts: Government may require granting of a license to
responsible applicant(s) under certain specified circumstances and
subject to procedural safeguards. o Ref 12990 R -

(k) Spec1a1 prOV1sions for c0ntracts with nonprofit organizetlons."

(1) Rights may not be essigned without Federal agency approval except
to patent management crganizations which meet the criteria set forth_
therein. - . . . : . o Ref 12991 L

(2) Contractor may not grant exclusive licenses to persons other than
-small business firms for a period in excess of those set forth

therein (5 years from first commercial sale or use, 8 years from date
of the exclusive license, not counting time for pre-market’ regulatory

: clearance, w1th fields of use differentiated) Ref 12991 L e

10
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- March 30, 1984 - Publication of FAR - Psrt 27

When the FAR's were first published Psrt 27, dealing with’ patents,
data and copyrights, was omitted due to a number of unresolved policy
issues, many of which related to data and copyrights.

On March 30, 1984, Federal :Acquisition Clrcular 84-1 was published 1n
the Federal Register, beginning on page 12794. In addition to various
' amendments to the FAR's published earlier, it contained Part 27 for the
first time. (Subpart 27.4, however, relating to data and copyrights,
contained only a brief policy statement to guide Federal agencies in
framlng their own regulations until FAR 27.4 is eventually issued. )

Federal agencies have generally 1ncorporated FAR Part 27 with respect
to patents into their own regulations by reference, although some have
woven new explanatory.text of their own around the FAR regulations. 1In any
event, this paper'will'not discuss individual agency FAR supplements
relating to patents since, in one way or another, they adopt the substance
of FAR Part 27

FAR Subparts 27.1, 27.2 & 27.3 and 52.227-11

University adninistrators should be familiar with FAR Subparts 27.1,
27.2 and 27.3, and these are reproduced in Appendix 1, as published in the
" Federal Register of March 30, 1984 at pages 12974 through 12985

FAR Subpart 27.3 deals with "Patent Rights under Government Contracts,
and Section 27.303 requires that the clause at 52.227-11, "Patent Rights -
Retention by the Contractor (Short Form)," be inserted dn contracts for
experimental, developmental, or research work where the contractor is a
small business concern or non-profit organization or (except for contracts
of DOD, DOE or NASA) any other type of contractor. Limited exceptions to
this requirement are set forth in 27.303(d) and involve (1) contracts for
the operation of a Government-owned research or production facility, (2)
exceptional circumstances, or (3) foreign intelligence activities.)

. ' The'patent rights clause set forth.in'FAR 52.227-11 is included in
Appendlx 2, and was reproduced from the same Federal Register at pages
12989 through 12991,

. However, Subpart 27.3, "Patent Rights under Government Contracts,

intertwines the guidance for all types of contractors in a sometimes
confusing manner which makes it difficult to isolate that which relates
solely to universities and small businesses from that which pertains to
other contractors. In addition, the standard clause 'in 52.227-11 is not
orgahized in a way which parallels the material inm Subpart 27.3. It is,
therefore, difficult to move back and forth between the two. For these
reasons, we have added to the front of Appendix 1 a summary of the sections
in Subpart 27.3 and have cross-referenced them to the paragraphs in the
- standard clause, . Similarly, we have added to the front of Appendix 2 a

summary of the paragraphs in the standard clause and have cross-referenced

these back to the sections in Subpart 27.3.

12
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SUBPART 27.3 _ PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

* In order to simplify the use of Subpart 27.3, we have listed below the
section headings and, in parentheses, the page and column (Left, Middle or
Right) in which each 1s located in the Federal Register as reproduced in
this Appendix 1. No comments are provided where the naterial 13
self-explanatory. ‘ o :

In order to facilitate a comparison of Subpart 27.3 with the standard
clause in 52.227-11 as set forth in Appendix 2, each section listed below
i1s also cross-referenced to the corresponding paragraph, if any, in the
standard clause. For example, "Ref: 12990-R-{J)" next to a section heading
means that the most closely related paragraph, if any, in the standard
patent clause is paragraph (j), located on page 12990, right—hand column,
of the Federal Registet as, reproduced in Appendix 2. .

_ Ref: to 52.227-11
: L : S SR ~ para. (if any) in
Subpart 27.3 TR R : =+ PF.R. (Appendix 2)

27.300  Scope (12978-R)

27.301 " Definitions (12978—R) S “_ . Ref: 12989-L-(a)
‘Same as short-form ‘clause but different order_.

27.302  Policy (12979-L)

(a) :Ihtroductiont-iOrigin_ﬁhd objectives

(b) gpntrﬁcto; right to elect title . Ref: 12989-M- (b)
(ﬁ) Gofernmeht license : o | .ﬁef: 11989;H;(b)
Ref: 12991 H Ale. I

) Y Government ’i'i_é"lii:""”i:"bf"?é"i?.;ﬁg"""'fzi'éié Ref12989 R [V
| (é) Ufilization_fepo:ts ' | '_ ‘ o “Ref: 12990-M-(h)
(f)  Marcﬁ4ih_right§ . : A'_' :_':l- '.j” =   : : Réf; L2990;R-(j)

(g) -Pfefefgnce for United States fhdﬁstry' C Ref: 12950-B-(1)
{(n) M?ﬂimum'rfghtd to contrﬁctor. o _. | . Ref: lZ%éé;R-(e)

(1) Confidentiality of.inventions

- 14
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'NCURA
Ref: to 52.227-11
R Vil _ para. (if any) in
Subpart 27,3 . - - . ' _ - _ F.R. (Appéndix 2)

(d) Additional requirements (12982 L) - Contract modifications to -require

(&)
(®
{g)

. (h)

27.304-2

©27.304-3

- 27.304-4

(aj

(v)

i(c)

contractor to provide listings, reports, information, notices,
copies of documents, confirmatory instruments, ete., . :

Revocation or modification of contractor s minimum rights -

(12982-L) - (covers written notice and appeal procedures-
applicable to revocation under Sectiom 27. 302(h)(2)

-Modification waiver, or omission of rights of the Government or

obligations of the contractor - Not applicable to- unlversities-
applies to contracts not subject to 35 U.s. C Chapter 18 :

Exercise of march-in rights (12982 R) -

States procedures governing the exercise

of march~in rights set forth in paragraph : c
(J) of the clause at 52.227-11. ~ . Ref: 129%0-R-(j) "~

Licenses and assignments under contracts’

with nonprofit organizations - Covers

restrictions on assignment, and.on the : TR o
terms of exclusive licenses. ‘Ref: 12991-L-(k)

bcctcacts ciaccd b} or for other govecnménc.égencicc. B
Cohtraccc:for“conctfﬁction ﬁockior”éccciiect-enéingcr-éeEViCes.
Subcontracts (12983-R) . H_ L . :'ﬁéfe 12990 M- ~(8)
Polic1es and procedurec of chcs cubparc acply tc all contracts at

any tier. Hence, a contractor awarding a. subcontract, and a:
subcontractor awarding a lower-tier subcontract, that has as a

‘purpose the conduct of experimental, developmental or research

work is required to determine the appropriate patent rights clause
consistent with the policies and procedures of Subpart 27.3.

L:_Universxties should always receive the clause at 52.227-11 unlessAmﬁlﬂ_;ﬁMMWT"mmww
an alternate clause is adopted in accordance w1th Subpart 27. 3.

Disputes to be resolved by agency contractlng officer in
consultation with counsel :

"It-is'Government ‘policy that contractors shall not use their

‘ability to award subcontracts as economic leverage to acquire

rights for themselves in inventions resulting from subcontracts."

16
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APPENDIX 2

FAR 52.227-11, PATENT RIGHTS - RETENTION BY THE CONTRACTOR (SHORT FORM)

‘Summary and Cross-References

"~ As noted earlier, the standard patent rights clause contained in
Attachment A to OMB Circular A-124 was revised iIn the Federal Register of
March 20, 1984 to be applicable also to othetr than small business firms and
-non—proflts. That clause is now FAR 52.227-11, “Patent Rights - Retention
by the Contractor (Short Form)" and is reprodnced in this appendix,

In order to simplify the use of this clause, we have listed below the
paragraph headings and, in parentheses, the page and column (Left, Middle
or Right) in which each is located in the Federal Register as reproduced in
this Appendix 2. The general content of individual paragraphs is
summarized in some cases to help the reader locate particular topics, but
these summaries should not be relied on as a legally adequate substltutes
for a close reading of the paragraphs themselves. :

In order to facilitate a comparison of this clause w1th Subpart 27 3
in Appendix 1, each paragraph listed below is also cross-referenced to the
corresponding section, if any, of Subpart 27.3. "Ref: 12979-R-302(f)}" next
to a paragraph heading means, for example, that the most closely related
section, if any, in Subpart 27.3 is Section 27.302(f), located on page
12979, right-hand columnm, Federal Register, as reproduced in Appendix 1.

S - L o ' Ref: to Subpart 27.3
Standard Patent Rights o ' ' . Section (if any) in

Clause at FAR 52.227-11 - o . Fed.Reg, ‘(Appendix 1)
(a) Definitions' (12989-L) 7 Ref: 12978-R-301
(b)  Allocation of Principal Rights (12989-H) = : Ref: 12979-L-302(b)

Ref: 12979-M-302(c)

" The” contractor ‘may ‘élect to take ‘title" 1) ANy subject Invention, = = e A

‘with a non-exclusive, paid-up license to the United States to practice
the invention or have it practiced on. the government s behalf.

{¢) Invention disclosure, election of title, & flling' S
of applications by Contractor (12989»H) - Ref: 12984-M-305

,Note' The time periods referred to in each subparagraph below are
critical ‘and should be studied in detail from the clause itself

18
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Ref: to Subpart 27.3

Standard Patent Rights o S _ Section (if any} in
Clause at FAR 52, 227 11 : : - Fed. Reg_ (Appendix 1)
(£f) 2. ‘Contractor will require employees, other than clerical and

(£)
j patent application and any patent issuing.'

(g)

:Subject Inventions (12990-M)" '-_“ ...,  Ref: 12979eﬁ3302(e)

(i)

(i)

non-technical, by written agreement to disclose: invéntions and.

‘cooperate in filing and establishing government rights. EE

3. Contractor will notify Federal agency of decision not to prosecute

- or maintain patents. '

4, Contractor will acknowledge Federal support and rights in the

Subcontracts (12990-M) o R o Ref: 12983-R-304-4

'Contractor will include this clause, suitably modified in subcon-

tracts, regardless of tler, for experimental developmental or
research work to be performed by a small business firm or nonprofit
organization, :

Reportigg on Utilization of

Contractor ‘will "submit reports no more frequently than annually on

-~ utilization of subject inventions or on efforts at obtaining it.

Preference for U.S. Industry (12990-R) Ref: 12980-L-302(g)

Precludes granting'exclusive right to use or sell in the U.S. unless
the grantee agrees that any products embodying the subject invention
will be manufactured substantially in the United States, but with
walver by the Federal agency permitted under certain circumstances.

March-in Rights (12990-R) Ref: 12979-R-302(f)

Ref: 12982-R-304-1(g)

Mf@ﬁé”ﬁé&éfgi‘agéﬁcyl”1h“ééébfd£néé“oitﬁ”prooeaﬁres"in‘A4124]"m§i"“Tﬁm“”""W”'"

require the lioensing of others in a field of use if it determines

- that such action is necessary for any of four reasons st1pulated in
the clause.

20
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12974

Federal Register { Vol..

v .

49, No. 63 / Friday, March 30, 1984 / Rules _ﬁnd Regﬁlations

FAR sagmant aug.:l' No,
SF 25-4 3090-0172
SF 248 3000-0172
SF 28, 30900005
SF 23, J0U0-074
SF 34 3000-0177
SF a4 30900172
SF 118 090-0017
SF 129 3090-0009
SF 254 - 30800028
SF 258 W0=0029
SF 2713 . 3090-0172
SF 14 3000-0172
. SEZTS - A00-0172
SF 294 . 2090-0052
9F 298 30900053
SF 143 3090-0110
SF 1404 3090-0110
SK 1405 30900110
| SF 1408 © 3080-0110
: §F 1407 - 2090-0110
" SF 1408 3090-0110
SF 1417 3090-0118
SF 1412 3080-01168"
5F 1413 b - 2090-0119
SF 1418 3090=-017T
SF 1497 000-0164
SF 1423 | aoso-x
SF 1424 3000-0120
SF 1420 3090-0120
5F 1427 W090-0120
SF 1428 0-G1 20
SF 1429 3090-0120
SF 1430 _ - 3090-0120
SF 1431 3090-0120
SF 1432 H90-0120
SF 1433 3090-0120
SE 1434 . 3090-0120
SF 1438 3090-0115 -
5F 1438 3900115
SF 1437 30%0-a118
5F 1438 2090-0115
SF 1439 W0-H11 8
SF 14s0 ‘3060-0118
SF 1443 - 3090-0105
AR oltwr MeCRarmr - 2080-0104"

PART 3—IMPROPER BUSINESS
PRACTICES AND PERSONAL
CONFLICTS QF I'ITEH EST

2 The headmg for Subpart 13is
. revised to read as ﬁ:ilows

Subpart 3 3-Heports af Suspected
Antitrust Vlo!atlons B ‘

3. Section 3 302 is revmed to read as
fol]ows _ :
Dnﬂnmonl. :
"Identxcarbzdu means bids for the

“‘same lineitemn that are determinéed’to te .

identical as to unit'price or total line
item emount, with or without the.
application of evaluation factors (e.g.,
discount or tansportation cost).

“Line item™ means an item of supply
or service, specified in an invitation for
bids. for which the bidder muat bid a
separate pnce-

3.302-1 lnd 3.302_-1 (HimoudL

4: Subsections 3. 302-1 and 3.302-2 are-
removed.

5. In section 3.303.. pmgraph (d] is
revised to read as follows:

' 1303 Hopoﬂing suap«md lntltnm

violationa.

(d) Identical bids shall he_reported
under this section if the agency has
some reason to believe that the bids
resulted from collusion.

] x L] * -

PART 13—SMALL PURCHASE AND
OTHER SIMPLIFIED puncHAss_
PROCEDURES

8. Section 13. 000 ts revised to read as

. follows:- 4
: 11.000 &:opcofpart.

This part prescribes pulu::esand
procedures for the acquisition of
supplies, nonpersonal services, and
construction from commercial sources,

‘the aggregate amount of wh:ch does not

exceed $25,000.
7..In section 13. 101, the deﬁmtion of

“Smail purchase” is revised to read as
follows:

13.101 Definitions.
e “. . » . - .
“Small purchase" means an
acquisition of supplies. nonpersonal

services, and construction in the amount

of $25.000 or less using the prncedures
prescribed in this.part.

L] - - - -

8. In section ﬁ.soz. paragraph {a} is

. tevised to read as follows:

13.302 Cénditions for use.

* - L e -

(a} Individual orders do not exceed

- '$25,000, except that 8xecutive agencies
may establish higher dollar limitations
for specified activities or items.

L * L] L] .

PART 22—APPLICATION OF L.ABOH
LAWS TO GOVERNMENT '
ACQUISITIONS

e L. ] . .

Subpart 22.10—{Reserved]

9. The title and. text of Subpart 22.10,
consisting of sections 22.1000 through

22,1015, are removed, and the uubpan is
reserved.
PART 25—FOREIGN ACQUISITION

T - » - L

. 25.401 [Amendad]’

10. In section 25.401, the table in.
“Designated country” is amended by
adding "lsrael™ to tha list.

11. Sectien 25. 402' is amended as
fol.lows

In paragraphs (a) and (c} change
*$169,000” to read “181,000"..

Paragraph (b}is re\nsed to read as
follows: .

25.402  Policy.

. .. o e

{b) Except when waived under section

- 202(b}(2) of the Trade Agreements Act,

there shall be no purchases of foreign
end products subject to.the Act unless
the foreign end products are designated

~ country end products.

. « ' w e L]
25.403 [Amandedl.
12, In section 25.403, paragraph (a] is

amended by changing "$169,000" to read
113181 m.‘ N

25.405 [Amended]
" 13. In section 25:405, the introductory

text and paragraph {e} are amended by
changmg “$168,000" to read "‘181 000™.

25.408 [Amended]

14. Section 25.406 is amended by
alphabetically inserting “Maritime
Administration of the. Department of -
Transportation'” and "Peace Corpa" tor
the list. - '

15. A :iéw Part 27 is added to read as

follows:

, TABLE OF CON'I'ENTS
27.000 Scope of part.
SUBPART 27.1—GENERAL

27101 Applicability.

27.102 Reserved.

27.103 Policy. '

27.104 ¢ General guldance

SUBPART 27.2—PATENTS

27.200 Scope of subpart.
Z2m Authorization and consent.
27.201-1 - General:
27.200-2 Clauses on- authonzanon and
consent.
27202 Notice and assistance.
27.202-1 . General.
27.202-2 ' Clause on ndtice and assistanca,
. 27203 ' Patent indemnification of '
" Government by contnctor
© 272031 Generak
i 27.203-2..- --Clauses for formally advertised ..o
contracts (exciuding -
' constmcgon)
27203-3  Negotiated coniracts (a'xdudmg
construgtion).
272034 - Clauses for negotiated contracts
- {exciuding construction).
27203-8  Clause for construction contracts
and for dismantling.
_demolition. and removai of
improvemenis contracta
© 27,2038 Clause for Govem.ment waiver of
: indemnity. .
27204  Reporting of mvaluea-
. anticipatad. ot paid.
27.204-1 - General
272042  Solicitation provision for myally
mfarmauon-
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 (b) The contracting officer shall insert |
*, the clause with its Alternate I in all R&D

solicitations and contracts {including

- those for construction and architect-
engineer services calling exclusively for
R&D work or exclusively for
experimental work), unless both
complete performance and delivery are
outside the United States, its
possessions, and Puerto Rico. When a
proposed contract involyes both R&D
work and supgplies or services, and the
R&D work i3 the primary purpage of the
contract, the contracting officer shall use
this alternate. In all other proposed - -
contracts involving both R&D work and
supplies or services, the contracting
officer shall use the basic clause. Also,
when a proposed contract involves
either R&D or supplies and materials. in
addition to construction or architect-
engineer work, the contracting officer
shall use the basic clause.

.(c) If the solicitation or cuntract is far
communication services with a common
carrier and the services are unregulated
and not priced by a tariff schedule set .
by a regulatory body, the contracting
officer shall use the clause with its
Alternate IL’

27.202 Nouco and assistance.

' 27202-1 General.

The contractor is requu'ed to not:fy
the contracting officer of all ¢claims of
infringement that come to'the
contractor's attention in connection with
performing a Government contract. The
cordractor is:.also required, when -
requested, to assist the Government
with any evidence and information in its
possession in connection with any suit
against the Government. or any claims
against the Government made before
suit has been instituted. on acecount of
any alleged patent or copyright.
infringement arfsing out of or regulting
from the contract performance.

- 27.202-2 . -Clause on. notﬁ:c de. assistance.

The contracting officer-shall insert the
clause at 52.227-2, Notice and
Assistance Regarding Patent and- - -
Copyright Infringement, in supply,
service. or research and development
solicitations and contracts {including
construction and architact-engineer
contracts} which anticipate a contract
value above the dollar limit sef forth at -
13.000, except when smail purchase
procedures apply or both complete .
performarice and delivery are outside
the United States, its possessiona, and
Puerto Rico, unless the contracts
indicate that the supplies.or other
deliverables are ultimately to be
~ shipped into éne of those areas.

7.203  Patent lﬁdmﬂléatﬁon' of '
Gavommon! by contracter,

. 272031 General

(a) To the extent set forth in tl-us
section, the Government requires
reimbursement for lability for patent
infringement arising out of or resulting
from performing construction contracts
or contracts for supplies or services that
normally are or have been sold ar
offered for sale by any supplier to the
public in the commercial open market or
that are the same as such supplies or
services with relatively minor
modifications. Appropriate clauses for
indemnification of the Gavernment are
prescribed in the following subsections.

{b) A patent indemnity clause shall
not be used in the following situatons: .

{1) When the clause at 52.227-1,
Authorization and Consent, with its

_ Alternate I, is included in the contract,

except that in contracts calling also for-
supplies of the kind described in
paragraph (a) above. a patent indemnity
clause may be.used solely with respect
to such supplies, .-

(2) When the contract is for supphes
or services (or such items with relatively
minor modifications} that clearly are not
or have not been sold or offered for sale
by any supplier to the.public in the

‘commercial open market. However, a

patent inderinity clause may be
included in (i) formally advertised
contracts to obtain an indemnity -
regarding specific components. spare
parts. or.services so sold or offered for
sale {see 27.203-2(b) below}, and (ii)
contracts to be awarded (either by ~
formal advertising or negotiation)ifa =
patent owner contends that the :
acquisition would result in patent
infringement and the prospective
contractor; after.responding to a
solicilation that did not contain an
indemnity clause, is wiiling 1o indemnify
the Government against such .
infringemem either (A) without increase
in price on the basis that the patent is

invaiid or not mfnnged §ri(B) fofﬂther""‘"f-‘-»

good reasons.
{3) When both performance and
delivery are to be outside the United-

States. its possessions. and Puerto Rico.

unless the contract indicates that the
supplies orother deliverables are
ultimately to be ..hlppcd intc one of
those areas.

(4} When the contract is awarded by
small purchase procedures.

{5} When the contract is solely for
architect-engineer work [see Part 36)..

272032 Clauses for formally advartised

coniracts (exciuding construction). )
(a) Except when prohibited by 27.203-

i(b] above. the contracting officer shail

"insert the clause at 52.227-3, Patent

Indemnity, in formally advertised
contracts for supplies or services
{excluding construction and dismantling,
demolition. and removaliof =~
improvements), if the contracting officer
determines that the supplies or sefvices
{or such items with relatively minor
modifications} normatly are or have

. been soid or oifered for sale by any

supplier to the public in the commaercial -

open market. Also the clause may be

included as authorized in 27 203- i
1{bl(2)(i)- '

(b} In solicitations and contracta
{excluding those for construction) that
call in part for specific camponents,
spare parts, or services (or such items
with relativély minor modifications) that
normally are or have been sold or
offered for sale by any supplier to the
public in the commercial open market.
the contracting officer may use the
clause with its Alternate { or II, as.
appropriate. The choice between

+ Alternate [ {identification of excluded

items) and Alternate II (identification of
included items) should be based upon

- simpiicity, Government administrative

convernience and ease of identification
of the items.

(¢} In solicitations and contracts for
communication services and facilities
where performénce is by a common
carrier, and the sérvices are unregulated
and are not priced by a tariff schedule
set by a regulatory body. use the basic

 clause with its Alternate IIL.

27.203-3 Neganated contracts (e:cludmg

-construction).

A patent mdemmty clause is not
required in negotiated contracts. {except
construction contracts covered at 27.203-
5), but may be used as discussed in
27.203-4 below. A decision to omit a
patent indemnity clause in a negotiated
fixed-price contract described in this

- subsection should be based on a price

cousideration to the Gavernment for the
foregoing indemnification rights.
normally recsived by commercml
purchasers of the same supplies or
services,

27.203-4 Clauses for neqotiatad contracts

" (excluding construction),

{a} The contracting officer may msert
the clause at 52.227-3, Patent
[ndemnity—

(1) As authorized 1n 27. 203-1(1:](2)(1:]
and
- {2) Except a8 prohibited by 27.203
1(b), in solicitations anticipating -
negotiated contracts (and such
contracts) for supplies or services .
{excluding construction and dismantling.
demolition. and removal of
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27.204—4 mauu for reportlng of rogamen
{toreign).

In soiicitations contemplatlng
negotiated contracts (and such -
contracts) to be performed outside the

" United Stateas, its possessions, and
Puerto Rico, regardless of-the place of
delivery, the contracting officer shall
insert the clause at-52.227-8, Reporting of
Royalties (Foreign).

27.205 Adjustment of royalties.
{a) If at any tima the contracting
officer has reason to believe that any
royalties paid. or to be paid, under an
" exiating or prospective contract or
subcontract are inconsistent with
Government rights, excessive, or .
otherwise improper, the facts shall be
promptly reported to the office having

" cognizance of patent matters for the
contracting activity concerned. The
cognizant office shall review the
foyalties thus reported and such
royalties as are repbrted under 27.204
and 27.206 and, ir accordance with.-
agency procedures, shall either
recommend appropriate action to the
contracting officer or, if authorized. shall
take appropriate action.

(b) [n coordination with the cognizant
office, the contracting officer shall
promptly act to protect the Government
against payment of royalties on suppties
Or services—

 [1) With respect to which the
Government has a royaity-free license;

{(2) Atarate in excess of the rate at
which the Governmunt is licensed: or

{3) When the royaities in whole or in

part’ olhermse consutu:e an lmproper
- charge. : .

{c)lin approprlate cases, the
contracting officer in coordination with
the cognizant office shall obtain a
. refund pursiant to any refund of

_ royalties clause in the contract (see

'27.208) 'or negotiate for a reduction of

"royaities.. .
. {d) For guidance in evaluating .
informatian furnished pursuant to 27.204

" and 27.208(a) abéve, see 31.205-37 whid -

31.311-34. See alsa 31.109 regarding
advance understandings on particular
cost items, including royalties.

" 27204 Hofund of royaities.

Gemnl

When a fixed-price cont:ract is
negonated under circumstances that-
make it questionable whether or not
substantial amounts of royalties will
have to be paid by the contractor or a
. subcontracter, such royalties may be
included in the target or contract price,
" provided the contract specifies that the
Government will be reimbursed the
amount of such royaities if they are not

27.207 Ciassified contracts.
27.207-1 - General.”

paid. Such circumstances might include. -

for example, either a pending -
Government anti-trust action or:

‘prospective litigation on the validity of a

patent or;patents or on:the -
enforceability of an agreement (upon

" which the contractor or subcontractor

bades the asserted obhgatmn) to'pay the
royalties to be mc!uded in the target or

: conlract pnce. )
. 27‘ 206-2 CIause for refund ci rovalties.

The contracting officer shail insert the
clause at 52.227-9, Refund.of Royalties.
in negotiated fixed-price contracts and

- golicitations contemplating such

contracts if the contracting officer
determines that circumstances make it
questionable whether or not substantial

. amounts of royalties will have to be -
-paid by the contractorora

subcountractor at any tier.

-

(a) Unauthorized disclosure of
classified subject matter, whether in
patent applications or resulting from the
issuance of a patent, may be a violation
of 18 U.5.C. 792 et seq. (Espionage and
Censorship), and related statutes. and
may be contrary to the interests of ~

‘national security.

{b) Upecn receipt from the contractor

“of a'patent application. not yet filed.
. that has been submitted by the
contractor in compliance with paragraph-

(a) or {b) of the clause at 52.227-10,
Filing of Patent Appiications—Classified
Subject Matter, the contracting officer
shall ascertais the proper security
classification of the patent application.
Upon a determination that the .
application contains classified subject
matter, the contracting officer shall
inform the cantractor of any instructions
deemed necessary or advisable relating
to transmittal of the application to the
United States Patent Office in
accordance with procedures in the

-Department of Defense Industrial ..

Security Manual for Safeguarding

--Clagsified Security Infarmation. if the

materiai is classified “Secret” or higher.
the contracting officer shall make every
effort o notify the contractor of the

determination within 30 days: pursuant

-to.paragranh (a)of the clause. '

{c) In the case of all applicarions filed

_under the provisions of this section

27.207, the contracting officer, upon

- receiving the application serial number,

the filing date, and the information
furnished by the contractor under
paragraph{d) of the clause at 52.227-10,
Filing of Patent Applications—Classified
Subject Matter, shall promptly submit
that information to persoanel having

cognizance of patent nratters in order
that the steps necessary to ensure the
security of the application may be taken.
“(d) A request for the approval referred
to in paragraph {c] of the clause at
52.227-10, Filing of Patent Applications—
Classified Subject Matter, must be
considered and acted upon promptly by
the contracting officer in order to avoid
the foss of valuable patent rights of the
Government or the contractor.
27.207-2 Clause for classified contracts,
The contracting officer shall insert the
clause at 52:227-10, Filing of Patent
Applications—Classified Subject

Matter, in all classified solicitations and
contracts and in all sohcntatlons and

-contracts where the nature of the work

ar classified subject matter involved in
the work reasonably might be expected
to result in a patent application
containing classified subject matter.

SUBPART 27.3—PATENT RIGHTS
UNDER GOVERNMENT CONTRACTS
27.300 Scope of subpart. ‘

This subpart prescribes policies,
procedures, and contract clauses with

‘respect to inventions made in the

performance of work under a
Government contract or subcontract

- thereunderif a- purpose of the contract

or subcontract is the conduct of
experimental. developmental. or™
research work. except to the extent
statutory requirements necessitate
different agency poiicies. procedures.
and clauses as specified in agency
suppiemental regulations.

27.301 - Definitions.

“Inventicn.” as used in this subpart.
means any invention or discovery that is
or may be patentable or otherwise
pratectable unuer Tllle 35 of the U.5.
Code. )

“Made." as used in this subpart. when

* uged in relation to any invention. means

the conception or first actual reductton
_to practice of such invention. . -

“Nonprofit organization.” as usedin® 777
‘this subpart,’means a domestic

university orother institution of higher
education or an organization of the type
" described in section 501(c}{3) of the
Internal Revenue Code of 1954 (28 U.5.C.
501(e)) and exempt from taxation under
section 501{a} of the Internal Revenue
Code (28 U.S5.C. 501(a]}, or any domestic
nonprofit scientific or educational
organization qualified under a State
nonproﬁt organization statute.
“Practical application.” as used inthis
subpart. means to manufacture, in the
case of a composmon or produck to
practice, in the case of g process of
method: or to operate. in the cass of &
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" {i) Because tha contractor or assignes
.. has not taken, or is not expected to take~
within a reasonable time, effective steps
to achieve practical application of the
subject invention in such field of use;

* (ii} To alleviate health or safety needs
which are not reasonably satisfied by
the contractor, assignee, or their -
licensees;

{iii} To meet requxrementa for publlc
use specified by Federal regulations and

. such requirements are not teasonably -
-satisfied by the contractor, assignee, or
licensees; or

{iv) Because the agreement required
by paragraph (g]) below has neither been
obtained nor waived, or because a
licensee of the exclusive right to use or -
sell any subject invention in the United
States is in breach of its agreement
obtained pursuant to paragraph [g]
below.’

{2} This right of the agency shall be-.
exercised only after the contractor has
been provided a reasonable time to
present facta and show cause why the
proposed agency action should not be
taken, and afforded an opportunity to
take appropriate action if the contractor
wishes to dispute or appeal the -
praposed actmn. in accordance with

" 27.304-1(g). _
(8) Preference for Umted States
industry. Unless provided otherwise in
accordaace with 27.304-1(f), contracts

-provide that no contracter which
receives title to any subject invention

- and-no assiynee of any such contractor

shail grant to any person the exclusive
right to use or sell any subject invention
in the United States unless such person
agrees that any products embodying the
subject invention or produced through
the use of the subject invention will be
manufactured substantially in the
United States. However, in individual
cases. the requirement for such an
agreement may be waived by the agency
upon a showing by the contractor or
asgignee that reasonable but -
unsuccessful efforts bave been made to
grant licenses on-similar terms to '
potential licensees that would be likely

7 to manufactura-substantially inthe " gisclesures snd patent’ applications

. required in penm-mance orin

United States or that under the
circumstances domestic manufacmn- is
not commercially feasible.

{h) Minimum rights to contractor. [ 1} -
When the Government acquires title ta a
subject invention, the cantractor is
normally granted a revocable,
nonexclusive, royalty-free licensa to that
invention throughout the world. The.
contractor's license extends to its
domestic subsidiaries and affiliates, if -
any, within the corporate structure of
which the cantractor is & part and
inciudes the right to grant sublicenses of
the same scope to the extent the

contractor was legally obligated 1o do so
at the time the contract was awarded.
The license is transferable oniy with the
appraval of the contracting officer
except when transferred to the

successor of that part of the contractor’s

business to which the invention -
pertains.
(2} The conu'actor s domestic Ilcense

.may be revoked or modified to the

extent necessary to achieve expeditious
practical application of the subject
invention pursuant to an apphcatton for
an exclusive license submitted in
accordance with the applicable
provisions in the Federal Property

* Management Regulations and agency

licensing regulations. This license will
not be revoked in that field of use or the
geographical areas in which the :
contractor has achieved practical
application and continues to make the
benefits of the invention reasonably -

" accessible to the public. The license in

any foreign country may be revoked or
modified to the extent the contractor, its
licensees, or its domestic subsidiaries or
affiliates have failed to achieve practical
application in that country. See the
procedures at 27.304-1(e}.

(i) Confidentiality of inventions. The
publication of information disclosing an

- invention by any party before the filing

of a patent application may credte a bar

_to a valid patent. Accordingly, 35 U.S.C.

205 and OMB Circular A-124 provide

that Federal agencies are authorized to
"withhold from disclosure to the public

information disclosing any invention in
which the Federal Covernment owns or
may own a ngnt title, or interest
{including a nonexclusive license} for a
reasonable time in order for a patent
application to be filed. Furthermore,
Federal agencies shall not be required to

" release copies of any document which is

part of an application for patent filed
with the United States Patent and
Trademark Office or with any foreign
patent office. The Presidential ‘
Memorandum on Government Patent
Policy spec:fies that agencies shouid
pratect the confidentaiity of i anennou

consequence of awards to the extent

' permitted by 35 U.S.C. 205 or other

applicable iaws -.

27303 c:»nlracf clarsas

in contracts {and aclicitations -

‘therefor) for experimental, -

develapmental, or research work (but
see 27.304-3 regarding contracts for

‘constryction work or architect-engineer -

services), a patent nghts clause shall be

‘inserted as follows:

(a} {1) The contracting officer shall

/insert the clause at 52.227-11. Patent

Rights—Ratention by the Contractor
(Short Form), if all the followmg
conditions apply:

(i) The contractor is a small business

" concern or nonprofit organization as

defined in 27.301 or. except for contracts
of the Department of Defense (DOD), the

. Department of Energy (DOE), or the
“ National Aeronautics and Space

Administration (NASA}, any other type
of contractar.

(ii} No alternative patent rights clause
is used in accordance with paragraphs
(c} or {d)'below or 27.304-2,

{2) To the extent the information is not
required eisewhere in the contract, and

_unless otherwise specified by agency

supplemental regulations, the
contracting officer may modify
paragraph (f) of the clause to require the
contractor to do one or more of the

. following:

{i) Pravide periodic {but not more
frequently-than annually] listings of ail
subject inventions required to be
disclosed during the pericd covered by
the report.

(ii) Provide a report prior to the
closeout of the contract listing ail
subject inventions or stating that there
were none.

- (iii} Provide notification of all
subcantracts for experimental,
developmental. or research work.

(iv] 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. =~

{v} Furnish the Government an
irrevacable power to inspect and make

" copies 'of the patent appiication file.

(3) If the acquisition of patent rights
for the benefit of a foreign government ig
required under a treaty or executive
agreement or if the agency head or a
designee determines at the time of
contracting that it would be in the
national interest to acquire the nght to

_ sublicense foreign governments or

international organizations pursuant to

- any-existing or futore treaty or -

agreement, the contracting off'cer sﬁall
uge the clause with'its Alternate L
{b) (1) The contracting officer shali

insert the clause at'52.227-12. Paten!
* Rights—Retention by the Contractor
- {Long Form). if all the following
_ conditions apply:

{i) The contractor is other than a small

buginess firm or nonprofit organzation.

(ii) No alternative clause is used in
accordance with’ pa_ragraph (¢) or (d)

"below or 27.304-2

(iii} The contracting agency is one of

_those excepted under subdivision

[ul[l){i)E above.




N

12982

f'ederal Register V&l. 49, No. 83 [ Friday, March 30, 1984 / Rulea_ana Regulations

" (d} Additional requirements. {1}1f it is
desired to have the right to require any -
of the following, the contract shall be
modified to require the contractor to do
one or more of the following

* (i) Pravide periodic {but. not more

“frequently than annually) listings of all

subject inventions required to be
disclosed during the period cuvered by
the report.

{ii) Provide a report prior to the
closeout of the coatract listing all
subject inventions ar stating that there
were none. .

{tii) Provide nuhficatxon of ]l
subcontracts for experimental,

_ developmental, or research work.
" {iv) Provide upon request. the fling

-"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 hag applied for patents.
" {v} Furnish the Government an

irrevocable power to inspect and make

copies of the patent application file.
-{2) To the extent pravided by such
modification {and automatically under

the terms of the clauses at 52.227-12 and

-13), the contracting officer may reqmre
the contractor to—

{i} Furnish a copy of each subcontract
‘containing a patent rights-clause (but if
a:copy of a subcontract is furnished
under another clause; a duplicate shall

- not be requested under the patent nghts

clause);

(if] Submii mtanm and final mventwn -
.reports listing subject inventions and

notifying the.contracting officer of all
subcontracts awarded for experimental,
developmental, or research work;

{iii]) Submit information regarding the
filing date, serial number and title, and,
upon request, a copy of the patent
application. and patent number and
issue date for any subject invention in
any country for which the contracior has
retained litle; and

{iv) Submit pertodic reports on the
utilization of a subject invention or on

‘efforts at obtaining utilization that are .

bemg made by the contractor or its
licensees or ass:gnees.

(3] The contractor is required to
daliver to tha contracting officer an
‘inatrument confirmatory of all rights to

which the Governiment is entitled and to

furnish the Government an irrevocable
power to inspect and make copies of the
patent application file. Such-delivery
~should normally be made within8
months after filing each patent
application, or within 6 months after
gubmitting the invention disclosure if the

" application has been previously filed.

{e) Revocation or modification of
contractor’s minimum rights. Before

_revocation or modification of the

" contractor's license in accordance with

27.302(h){2). the contracting officer will
furnish the contractor a written notice of
intention to revoke or modify the
license, and the contractor will be
allowed 30 days [or such other time as
may be authorized by the contracting
officer for good cause shown by the
contractor} after the notice to show
cause why the license should not be
revoked or modified. The contraetor has
the right to appeal in accordance with
applicable provisions in the Federal
Property Management Regulations and °

- agency licensing regulations, any

decisions concerning. the revocation or

.modification...

() Modification, waiver, or omission

 of rights of the Governmert or

obligations of the contractor. (1) In
contracts not subject to 35 U.S.C.
Chapter 18. an agency may modify.
waive, or omit, m whole or in part, any
of the rights of the Government or ’

: obhgahons of the contractor described

in 27.302(c) through (h) if the agency
head or designes determines at the time
of contracting {i) that the interests of the
United States and the general public will

be better served thereby as. for
-example, where thig is necessary to

obtain a uniquely or highly qualified
contractor, or {ii) that the contract

involves cosponsored, cost sharing, or
- joint ventire research and deveiopment,

and the contractor, cosponsar, or joint

. venturer is making a substantial

contribution of funds, facilities, or
equipment ‘o the work performed under
the corntract.

(2) Any modification, waiver. or
omission of the rights of the Government
shall be in writing and accompanied by
a written statement of facts justifying
the determination. [nasmuch as these
rights are normally considered the -
minimum rights necessary to pratect the
interests of the United States and the
general public under the policy and
objectives of 27.302(a}{1), such
statement must specifically—

_(i}-Describe the extent to which the...

' Government’s rights are to be mod:ﬁed B

waived. or onitted: .
(ii} State the facts and ratlonale for

" such modification, waiver, or omission;

ana .
(iii) Include a statzment as to why the
interasts of the United States and the
general public will be better served by
such modification, waiver, or omission
under the policy and objectives of
27.302{a)({1), with particular emphasis on

(A} ensuring that the Govertument

obtains sufficient rights to meet its -
needs competitively and at the lowest
cost when reiinquishing the-
GCovemment's royalty-free license nghts.
{B} protecting the public against nonuse

or unreasonable use of inventions
ariging out of the contract when
relinquishing march-in rights intended to
prevent suppression of such inventions
and to assure their availability to meet

health or safety needs or regulatory

requirements. and (C) promoting the
public availability of such inventions
through commercialization by United

_ States industry and labor.

(8) Exercise of march-in rights. The

following procedures shall govern the
“axercise of the march-in rights set forth
" in 35 U.S.C. 203. paragraph {j] of the

Patent Rights—Retention by the -
Contractor clauses. and subdivision
{c)(1](ii} of the Patent Rights— _ .
Acruisition by the Government clause:
(1) When the agency receives
information that it believes might -
warrant the exercise of march-in rights,
before initiating any march-in
proceeding in accordance with the
procedures of subparagraph (2) below, it
shall notify the contractor in writing of

-the information and request informal

written or oral comments from the
contracter, In the absence of any
comments from thé contractar within 30

~-days the dgency may, at its discretion,

initiate the procedures below. If a
comment ‘is received, whether or not
within 30 days, then the agency shall,
within 80 days after it receives the
comment, gither initiate the procedures
below or notify the contractor. in

- writing. that it will not pursue march-in

rights based on the information about
which the contractor was notified. .

- {2) A march-in proceeding shail be
initiated by the issuance of a-written
notice by the agency head or a designee
to the contractor and itg assignee or

* exclusive licensee, as applicable, stating

that the Government has determined to
exercise march-in rights. The naotice
shall state the reasons for the proposed
march-in in terms sufficient to put the
contractor on notice of the facts upon
which the action is based. and shall

- ~gpecify the field or felds of-use inwhich = -

the Government is considering requiring
licensing. The notice shall advise the

- contractor, assignee, or exclusive

licensee of its rights as set forth in 33.011

. and in any supplemental agency

regulations or procedures. The
determination to exercise march-n
rights shall be made by the contracting
afficer. as a final decision for purposes
of the Contract Disputes Act in
accordance with 33.011.

(3} These pracedures shall also apply
to the exercise or march-in rights -
against inventors receiving title to
subject inventions under 35 U.5.C. 202(d)
and, for that'purpose, the term
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rights clause tn any lower-tier contract
in accordance with the policies and
procedures of this subpart, For instance.
when the clause at 52.227-13 i in the

performed overseas, any subcontract
with a nonprofit organization would
contain the clause at 52.227-11.

(b) Whenever a prime contractorora -

subcontractor considers the inclusion of
a particular clause in a subcontract to
be inappropriate or a subcontractor
refuses to accept the proffered clause:
the matter shall be resolved by the
agency contracting officer in
consultation with counsel.

(c) It is Government policy that
contractors shall not use their ability to
award subcontracts as gconomic
leverage to acquire rights for themselves
in inventions reaultmg fram
- subcontracts. . .

27.304-5 _Appaals._ :
(a) The agency official initially
" - authorized to take any of the following

actions shall provide the contractor with

a written statement of the basis for the
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 to
the inventian disclosure period under
subparagraph {c}(4) of the clauses at
52.227-11 and 52.227-12.

(2) A reques! for a conveyance of title
‘to the Government under 27.302(d}{1)(i)
.- through {v). .

- [3) A refusal to grant a waiver under
27.302(g). Preferance for U.S, [ndustr;

{4} A refusal to approve an :
assignment under 27.304-1(h)(1}.

(5) A refusal to approve an extension
of the exclusive license period under
27.304-1(h)(3}.

{b) Each agency shall estabiish and
publish procedures under which any of

the agency actions listed in paragraph
(a) zbove may bé appealed to the'head
“of the agency or designee. Review at this
level shall consider both the factual and
legal basis for the action and its
- ~congistency-with-the poliey and- -

abjectives of 35 U.S.C. 200-206 and thl-s. J

subpart. -

{¢) Appeals procedures established
under paragraph (b) above shall include
administrative due process procedures
and standards for fact finding at l2aat
comparabie to those set forth in Part
13e-g of OMB Circular A-124 whenever
there is a dispute as to the factual basis
for an agency request for a conveyance
of title under 27.302{d}(1){i) through (v)
including any dispute as to whether or
nct an invention is @ subject invention.

" {d) To the extent that any of the
‘actions described in paragraph (a)
above are subject to eppeal under the

'Cr'mtrac_t Disputes Act, the ﬁrocedures”

. under that Act will satiafy the

requirements of paragraphs (b) and {c)

. above.
prime contract becausa the work is to be -

27.305 Admmlstrataron of patem nghts

_dauses. e

27.305-1 Patent nghts followup

{a) It is important that the
Government and the contractor know
-and exercise their rights in inventions
conceivad or first actually reduced to
practice in the course of or under -
Government contracts in order to ensure
their expeditious availability to the

_ public and to enable the Covernmaent,

the contractor, and the public ta aveid
unnecessary payment of royaities and ta
defend themselves against claims and
suits for patent infringement. To attain

-these ends. contracts having a patent
_Tights clause should be so administered

that—

1) Inventions are identified,
disclosed. and reported as required by
the contract. and elections are made;

{2) The rights of the Covernment in
such inventions are established;

(3) Where patent protection is
appropriate, patent applications are’
timely filed and prosecuted by
contractors or by the Government; _

{4) The rights of the Government in

- filed patent applications are

documented by formal instruments such
as licenses or assignments; and

(5) Expeditious commercial utilization
.of such inventions is achieved.

(b) If 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.

mventton

27.305.2 Foll_cw-up' by contractor. -

(a) Contractor procedures. [f required
by the applicable ciause, the contractor
shall establish and maintain effective
procedures to ensure it8 patent righta

disclosed. and when appmpna!e, patent
applications are filed.

\b] Contractor reports. Cortractors
shall submit all reports required by the
patent rights clause o the contracting
officer or other representative o
designated for such purpose in the
contract. Agenciea may, in their
implementing instructions, provide
specific forms for use on an optional
basis for such reporting.

173053 Follow-up by Govemmcmt.
(a) Agencies shall maintain
appropnate follow-up procedures to

protect the Govemment 3 interest and to
check that subject'inventions are
identified end disclosed, and when
appropriate, patent applications are-

- filed, and that the Government's rights

therein are established and protected.
Follow-up activities for contracts that

include a claiuse referenced in 27. 304-2

shall be coordinated with the
appropriate agency.

'{b) The contracting officer
administering the contract {or other

_ representative specifically des1gndted in

the contract for such purpose) is
responsible for receiving invention
disclosures, reports. confirmatary
instruments, notices, requests. and other
documents and information submitted
by the contractor pursnant to a patent

* rights clause. If the contractor fails to

furnish documents or information as

 called for by the clause within the time

required, the contracting officer shall

- promptly request the contractor to

supply the required documents or
information and. if the failure persists,
shall take appropriate action to secure
compliance, Invention disclosures,

" reports, confirmatory instruments,

notices. requests, and other documents
and information relating to patent rights
clauses shall be promptly furnished by
the contracting officer administering the
contract. (or other designee) to the -
procuring agency or contracting activity
for which the procurement was made for
appropriate action. .

(c) Contracting activities shall
establish appropriate procedures to
detect and correct failures by the
contractor to comply with its obligations
under the patent rights clauses, such as
failures to disclose and report subject
inventions. both during and after

-contract performance. Ordinarily a

contractor should have written
instructions for its employees covering

-compliance with these conmact
- obligations. Government effort to review
and correct contractor compiiance with

its patent rights obligations should be

-~ -gbligations-are-met and that subject. . .. .directed primarily towards contracts

-inventions are timely identified and that, because of the nature of the "

research, development. or experimentai
work or the large dollar amount spent
on such work. are mare likely to result
in subject inventigns significant in
number or quality, and towards
contracts when there is reason to
believe the contractors may not be
complying with their contractual -
obligations. Qther contracts may be
reviewed using a spot-check method, as
feasible. Appropriate follow-up
procedures and activities may include
the investigation or review of selected
coniracts or contractors by those

qualified in patent and technical matters
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Govemme‘nt under this contract or (2}
used in machinery, tools, or methods
whose use necessarily results from
‘compliance by the Contractor or a

subcontractor with (i) specifications or
written provisions forming a part of this
contract or {u) apecific written 3
instructions given by the Contractmg
Officer directing the manner of
performance. The entire ljability to the
Government for infringement of a patent
of the United States shall be determined
solely by the provisions of the indemnity
clause, if any, included in this contract
or any subcontract hereunder (including
any lower-tier subcontract), and the
Government assumes liability for all
other infringement to the extent of the
authorization and consent heremabove
granted.

{b) The Contractor agrees to include,
and require inclusion of this clause,
suitably medified to identify the parties,
in il subcontracts at-any tier for
supplies or services (including

' PART 52—SOLICITATION
PROVISIONS AND' CONTRACT
'CLAUSES

17. The table of contents for Part 52 is
amended by adding the followmg
entries: . -

t-'.'r"‘-"a'

52.227-1 Authorization and Censent.
52.227-2 Notice and Assistance Regarding
Patent and Copyright Infringement.

52.227-3 Patent Indemnity.
§2.227-4 Patent Indemni lya——Conatrucnon
Contracts. .

dala. and other data made ava:lable to
the Government for use, is required in
order to preclude the compromise of
such property right or economic interest,
jeopardizing the contractor's commercial
position, and impairment of the -

- Government's ability to obtain access to
or use of such data. Protecting this data
is therefore necessary to encourage
qualified contractors to participate in
Government programs and apply
innovative concepts to such programs.
Specific agency regulations shall be
framed in light of the above : 52.227-5 Waiver of Indemmty
considerations to strike a balance 52.227-6 Royalty Information.
between the Government’s need and the 52.227-7 Patents—Notice of Government
contractor's economic interest. Licensea.

SUBPART 27.5—RESERVED 52.227-8 Reporting of Royalties [Foreign).

. _ \ 52.227-9 Refund of Royaities.
SUBPART 27.6—FOREZIGN LICENSE

52.227-10 Filing of Patent Applications—
AND TECHNICAL ASSiSTANCE. Classified Subject Matter.
AGREEMENTS |

52.227-11 - Patent Rights—Retention by the
27.601 -Generai.

Contractor [Short Form).
52.227-12 Patent Rights—Reterition by the
. e . Contractor-{Long Form
Kgencies shall provide all necessary tLovs X

52.227-13 Patent Rights—Acquisition by the

rules and regulations as are required for Government. ) > y }
the proper application of the laws and v . . £ . . o - construction, arch:tgzct-engmegr ‘ !
policies of the U.5. Government * Authority: 40 U.S.C. 486(c}: Chapter 137. 1p  Services, and materials, supplies,

regarding— U.S.C.: and 42 U.S.C. 2453{c}. - ~ models, samples, and design or testing

services expected to exceed $25.000;
however, omission of this clause from
any subcontract, under or over $25.000,
does notaffect this authorization and
consent. - .

(End of clause] (R 7. 103.22 1961 JAN)

{a) Elimination in'agreements between
domestic concerns and foreign
governments or foreign concerns of
charges for the use of patents in which
the U.5. Government has a royalty-free
license or of charges in agreements for
the use of data that the U.S, Gévernment
hag a right-to use and disclose to others,

18. The titles and text of subsections
52.222-40 through 52.222-44 are removed
and reserved. )

19. In paragraph (b} of the contraict
clause at subsection 52.225-9, the last

sentence is revised to read as follows: Alternate I (APR 1984). The following
52.225-3 Buy American Act—Trade is substitﬁited for paragraph (a} of the
that is in the public domain, or that was ~ Agreements Act-—Balanca of Payments clause:

acquired by the U.S. Government with Program. (2) The Government authorizes and
the unrestricted right to use, duplicate, ooy consents to all use and manufacture of

or disclose and to have or perm1t others
todoso; ¢ .
(b} Foreign license and techmcal

assistance agreements between the U.8,
Covernment and United States domesttc _

concerns; |

(b) * * *'Contractors may not supply
a foreign end product with a total value
of $161,000 or more unless the foreign
end product is a designated country end
product {ses FAR 25.401), or unless a
waiver is granted under section 302 of

any invention described in and covered
by a United States patent in the
performance of this contract or any
subcontract at any tier.

(R 7-302.21 1964 MAR)

{c) Guidance on negotxatmg contract the Trade Agreements Act of 1979 {see Alternate II (APR 1984). The following

pricés and terms concerning patents and” FAR 25.402(b)). is substituted for paragraph (a) of the

lause:
data, including royalties, in contracts . . ., . S -k
between the [?.S. Covernment and a ) o . [(a)The Govemment authorizes and

foreign government or-foreign concern; §2.227 [Rernoved] consents to all use and manufacture i in
and . 20, Section 52.227 [Reserved} is the_ performance of any order at any tier
(d) Regulations and guidance on - removed. Ur_s‘leO"tfﬂ,Ct at any tier placed under )
. controls on the exportation of data 21, Subsections 52.227-1 through . this contract for communication services o
‘relating to certain designated itéms, “52.227-13 aré added to'read as Fonows -~-and-facilities for which rates, charges,; -« sy
such as arms or munitions of war, and and tariffs are not established by a

: . 52.227-1 Authorization and Consent vernment regulatory body,.of any
181;1:3?:;; 22;1?‘3::;8(:::%;%&?{?;2]_ - As prescribed at 27.201-2(a), inseef*the %}VBI‘FU described in and covered by a
. _ _ “ .. following clause: United States patent (1) embodied in the
PART 31—CONTRACT COST AUTHORIZATION AND CONSE ' structuf‘;,} or composition of any article
{APR 1984) ' the delfvery of which is accepted by the

PRINCIPLES AND PROCEDURES

. 31.205-18 [Amended]

16. In subsection 31.205-18,
paragraphs (c)(1)(i} and (¢){1){v} are
amended by changing “'$4 million” to
read "$4,400,000", and paragraph
{c){1)(ii) is amended by changing
“$500.000"" to read “$550,000".

Government under this contract or {2)
used in machiaexy, tools, or methods
whose use necessarily results from
compliance by the contractor or &
subcontractor with specifications or
.written provisicns forming a part of this
contract or with specific written
instructions given by the Contracting

" (a) The Gavernment authorizes and
-consents to all use and manufac%grﬁlm
-performing this contract or any

subcontract at any tier, of any invéntion
‘described in and covered by a United
‘States patent (1} embodied in the
structure or composition of any article
the delivery of which is accepted by the
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Officer directing the manner of
performance.
(R 7-1702. 5(a) 1671 APR) -

§2.227.2 Notice and Assistance
Regarding Patent and Copyright
infringement. el £

As prescribed at 27.202-2, insert the
following clause:

NOTICE AND ASSISTANCE REGARD
ING PATENT AND COPYRIGHT IN-
FRINGEMENT (APR 1984). £ % /e
(a) The Contractor shall report o the

"Contracting Officer, promptly and in
reasonable written detail, each notice or
claim of patent or copyright
infringement based on the performance
of this contract of which the Conlractur
has knowledge.

{b) In the event of any claim or suit
against the Government on account of -
any alleged patent or copyright
infringement arising out of the’
performance of this contract or out of
the use of any supplies furnished or
work or services performed under this
contract, the Contractor shall furnish to
the Government, when requested by the
Contracting Officer, all evidence and
information in possession of the
Contractor pertaining to such suit or
claim. Such evidence and information
shall be furnished at the expense of the
Government except where the
Caritractor has agreed to mdemmfy tl-e
Government, .

{c] The Contractar agrees to iuclude,
and require inclusion of, this clause in
all subcontracts at any tier for supplies’
or services [including construction and
architect-engineer subcontracts and
those for material, supplies, models,
samples, or design or testing services)
expected to exceed the dollar amount
set {orth in 13.000 of the Federal
Acquisition Regulation [FAR). .

(End of clause) (R 7-103.23 1965 JAN)

£2.227-3 Patent Indemnity.

Insert the following clause as
prescribed at 27.203-1(b), 27.203-2{a), or
27.203-4(a)(2)as applicable:

PATENT INDEMNITY [APR '7984]
___[a) Th= Contractor shall indemnify the. .
" Covernment and its officers, agents, and
employees against lability, including’ -
costs, for infringement of any United
States patent [except e patent issued
upon an application that is now or may
Lereaflter be withheld from issue _
pursuant to a Secrecy Order under 35
U.S.C. 181} arising out of the
manufacture or delwery of supplies, the
performance of services, or the
consimctmn. alteration, modification, or
repair of real property (hereinafter
relerred 10 88 “construction work™) -
under this contract, or out of the use or
disposal by or for the.account of the

Govemment of such suDPlles or .
construction work.

{b) This indemnity shall not app]y
unless the Contractor shall have been
informed as soon as practicable by the
Government of the suit or action alleging
sucmh’frmgement and shall have been
given such opportunity &s is afforded by
a able laws, rules, or regulations to
participate in its defense. Further, this
indemnity shall not applyto (1) an
infririgement resulting from compliance
with specific writien instructions of the
Contracting Officer directing & change in
the supplies to be delivered or in the -
materials or equipment to be used, or
directing a manner of performance of
the contract not normally used by the
Contractor, (2) an infringement resulting
from addition to or change in supplies or
components furnished or constructlon
work performed that was made
subsequent to delivery or performance,
or (3} a claimed infringement that is

- unreasonably settled without the

consent of the Contractor, unless
required by final decree of a court of
competent jurisdiction,

{End of clause) {R 7104.5 1975 ]UN]

Alternate I (AFR 1984}, The following -

paragraph (¢} is added to the clause:
fc) This patent indemnification shall
not apply to the following items: -

[Contracting Officer list and/or identify -

the items to be exciuded from this.
f'ndémnity]
(R 7-104.5(a) 1964 SEP)

 Alternate I {APR 1984). The following
paragraph [c) is added to the clause:

(a} This patent mdemmfcanon 5hal]
cover the fol!owmg :
items:..

[List and/or J'd&‘ﬂllfy the items to be in--
cluded under this mdemmry] (R 7-

104.5(a) 1364 SEP)

Alternate Il (APR 1984). T‘]e
following paragraph is edded 1o the
clause: _ _

() As to subcontracts at eny tier for
communication service, this clause shall

..apply.only toindividual communigation- - - -

service authorizations over $5.000 issued
under this contract and covering those
communications services and facilities'.
(1} that are or have heen sold or offered

for sale by the Contractor to the pubiic,

{2) that can be previded over
commercially available equipment, or -
(3} that involve relatively minor

~ modifications.

(R 7-1701.10 1971 APR)

‘B2, 227-4 Pztent indemnlity- -Constructmn—

Contracts. .
As prescribed at 27.203-5, insert the

“lTollowing clause:

"Contractor agrees to indemnify the ;-

- employees against liability, including

" contains costs or charges for royalties

. of royalty or license fee:

PATENT I’\IDEMNITY-——CONSTRUC—
TION CONTRACTS (APR1984)
- Except as otherwise provided, the

Government and its officers, agents, and ( I
F e

costs and expenses, for infringement -
upon any United States patent (except a
patent issued upon an application that is
now or may hereafter be withheld from
issue pursuant to.a Secrecy Order under
35 U.S.C. 181) arising out.of performing
this contract or out of the use or - :
disposal by or for the account of the
Government of supplies furnished or
work performed under this coniract.

(End of clause) (R 7-602.16 1964 JUN)

Alternate I (APR 1984) Designate the
first paragraph a8 paragraph(a) and add
the following to the basic clause as
paragraph (b):

(b) This patent indemnification shall
not apply to the following items:

[Gontracting Officer spee:ﬁca!fy iden-
tfy the item to be excluded)

[R 7-602.16(b) 1968 APR) -
NOTE: Exclusion from indemnity of

_specified, identified patents, as

distinguished from jtems, is the

- excl_usive prerogative of the agency

kead or designee (See 27. 203-8]

52.227-5  Walver of lndemni‘ty
As préscribed at 27.203-8, msert the
following clause: .
WAIVER OF I\DFM’\IITY (APR 1984)
Any provision or clause of this. .
contract to the contrary
notwithstanding, the Government

" hereby authorizes and consents to the

use and manufacture, solely in

performing this contract, of any - -

inveniion covered by the United States
patents identified below and waives .
indemnification by the Contrnc‘or with
respect to such patents:

neeadneeetbrran

[Contr acfmg Ofﬁ cer :denufy rhe parems

by number or by other means if more

aporopriate).

{End-of-clause}: (AV 7- 104 5(b] 1955
JAN)

2.227-6 Royalty lnformaticn.

Aq presdrloﬂd al 27.204-2, 1nsert the
following provision:
ROYALTY INFORMATION [APR 1934)

(8) Cost cr charges for royalties. .
When the response to this solicitation

totaling mure than $250, the following
information shall be included in the _
response relating to each separate item (

(1) Name and address of licensor.
- (2) Date of license agreement.
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to detet.t fmhru {o compiy mﬂ:
contraci obli

{d} Follow-up acmuhes should
include, where appropriate, use of
- Gevernment patant personnel—-

{2} Toi mteman agency technical
personnel to identify
developments made in contracts;

{2] To review technical reports
submilted by contractors wﬂh mgm.unt
agency technical personnel; -

(3) To check the Official Gazette of
the United States Patent and Trademark
Office and other scurces for patents -
issued to the contractor in fields related
to its Government contracts; and

{4) ¥ additional information is
required, te have cognizant Government
*. personne! interview contractor
personnel regarding work under the
contract involved, observe the wark on
site, and ingpect laboratory notebooks
and other records of the contractor
related to work under the contract.

(e) H it is determined that a contractor
or subcontractor does not have a clear
understanding of the rights and -
obligations of the parties under a patent
rights clause, or that its procedures for
 complying with the clause are deficient,
a post-award orientation conference or
letter should ordinarily be used to
explain these rights and obligations [see

Subpart 42.5). When a contractor fails 1o

establish, maintain, or follow effective
procedures for identifying. disclosing,
and, when appropriate, filing patent
applications on inventions {if such
procedures are required by the patent
rights clause), or after appropriate notice
fails to correct any deficiency, the
contracting officer may require the -
contractor to make available for -
examination bocks, records, and -
documents relating to the contractor’s
inventions in the same field of
technology as the contract effort to

enable a determination of whether there
are such inventions and may invcke the °

withholding of payments provision (if
any) of the ciause The withholding of

__payments provision [if any) of the patent.

rights clause or of any nther contract
clause may alse be invoked if the
contractor {ails to disclose a subject
invention. Significant or repeated
fajiures by a coniractor ic compiy with
the patent rights obligation in its
contracts shall be documented and
made a part of the general file (sce
4.801{c)(3]). S L

27.3054 Conveyance of invention rights
acquired by the Government

(a) Agencies are responsible for those
procedures necez=ary to protect the '
Government's interest in subject’
inventions. When the Government
acquires the entire right. title. and

interest in an jovention by coniract, this

is normaliy accomplisbed by an -
ansignment either from each inventor to

. the contractor and from the contractor

to the Government, or from the inventor
10 the Covernment with the consent of
the contractor, so that the chain of ttle
from the inventor to the Governmeni. is
clearly established. When the :
Government's rights are limited to &

license. there should be a conﬁrmatory .

instrument to that effect.

(b} The form of conveyance of title
from the inventor to the contractor must
be legally sufficient to convey the righta
the contractor is required to convey to
the Government. Agencies may, by
supplemental instructiona, develop
suilable assignments. licenses, and other
papers evidencing any rights of the
Gavernment in patents or patent
applications, including such instruments

. as may be required to be recorded in the

Statutory Register or documented in the
Government Register maintained by the
U.S. Patent and Trademark Office. -
pursuant to Executive Order.9424
February 18, 1944.

27.305-5 Publication of release of
Inyeptibn disclosures.

{a) In accordance. with the policy at
27.302(1). lo prolect their mutual
interests. contraciors and the
Government should cooperate in

~ deferring the publication or release of

invention disclosures until the filing of
the first patent application, and use their
best efforts to achieve prompt filing
when publication or release may be
imminent. The Government will, onits
part and io. the extent authorized by 35 -
U.S.C. 205, withhold from disciosare to
the public any invention disclosures_
reported under the patent rights clauses
of 52.227-11, 52.227-12, or 52.227-13 for a
reasonable time in order for patent
applications to be filed. The policy in
27.302(i) regarding protection of

confidentiality shall be followed.~ -~ -~

(b] The Government will also use
reagonable efforts to withhoid fom
disclosure to the public for a reasonable
time other miormation disclosing a
reported invertion included in anv data
delivered pursuant to contract _
reguiremenis: provided. thai the
contractor notiftes the agency as lo the
identity of the data and the invention to
which it relates at the time of dehverv of
the data. Such notification must be to
both the contracting officer and any
patent representative to which the
invention is reported. if olher !han the
contracting officer. .

27308 I.nuwhnh-ckgromdpatom
.. rights to third parties.

(a) A contract with a small business
firm ot nonprofit organization will not -

. contain & prevision allowing the -

Government io require the licensing to ..
third parties of inventions owned by the
contractor that are not sobject
inverrtions unless such provieion has’
been approved by the agency head and
written justification has beersigned by
thesgency bead. Any muxch provision -
will clearly state ‘whether the licensing
may be required i connection with the
practice of a subject invention, a
specifically identified work-object, or

both. The agency head may not delegate
the suthority o approve such provisions
or to sign justifications required for such
provisions.

{b) The Governmen! will not requu'e
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 2
wark object of the contract and that
such action is necessary to achieve the
practical application of the subject
invention or work object. Any such
determinatizn will ke on the record after
an opportunity for & hearing, and the
contractor shall be given notification of
the determi wanan by certified or
registered mzil. The not:fication shall
include a statement that any action
commenced for judicial review of such -

_determinaticn must be brought by the

contractor within 60 days aiter the
notification. . :

SUBPART 27. A—RIGHTS N DATA AND
COPYRIGHTS'

27 401 Genera!

T Itis necessary for Govemmenl

departments and agencies, in order to
carry out their missions and programs,

1o acquire or obtain access o many
kinds of data developed under or used
in performing their contracts. Such data .

competition among suppliers: to meet

. acquisition needs; to ensure logistic

support. to fulfill certain responsibilities
for disseminating and publishing the
results of their activities; to ensure
appropriate use of the results of
research. developmeni, and

.demonstration activities: and to meet

other programmatic and s'atutory
requirements. At the same time, the
Governmeni recognizes that its
contractors.may bave a property right or
other valid cconomic interest in certain
data resultmg from private investment.
and that the protection from
unauthorized use and disclosure of this

are required I order to obitdin T
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“contractor” as used herein shall be
cleeriz%ge 1o include the inventar

{4 contracior, awignee, or
exclusive licenses will not be required
to grimt a licensg and the Government
will not gramt any license until after
either mmdny;fmm the date of the
contracior’s receipt of the coniracting
officer's decision. if no appeal of the
decision has been made 1o a Board of
Contract Appeals-and If no action has
been brought under 41 U.S.C. 609 within
thnthme.urﬁi‘)th:boardmnomha.s
made a final decision. In cases when an
appeal ar action has been brought
within 90 days of the contracting
officer's decision. '

(h} Licenses and assignments under
contracts with nonprofit erganizations.

" If the contractor is 8 nonprofit )
organization, the clause at 52.227-11
provides that certain contractor actions
require agency approval. as specified
below. Agencies shall provide
procedures for obtaining such approval.

(1) Rights to a subject invention in the
United States may not be assigned
without the approval of the contracting
agency, except where such assighment

- is made to an organization which has as
one of its primary functions the
management of inventions and which is
not, itself, engaged in or does not hold a
substantial interest in other
organizations engaged in the
manufactyre or sale of products or the
use of processes that might utilize the -
invention or be in competition with-
embodiments of the invention (provided
that such assignee will be subject to the
same provisions as the contractor].

(2) The contractor may not grant.
exclusive licenses under United States
patents or patent applications in subject
inventions 10 persons other than small
business firms for a period in excess of
-the earlier of—

(i) Five years from first commercxal
saie or use of the invention; or

(ii) Eight years from the date of the

.- -exclusive license excepting that.time. .
before regulatory agencies necessary to _

obtain premarket clearance, unless on a
case-by-case basis the contracting
agency approves a longer exclusive
license. If exclusive field of use lcenses
are granted, commercial saie or use in
one field of use will not be deemed
commercial sale or use as to oer fieids
of use, and & first cominercial sale or
use with respect to a product of the
invention will not be deemed to end the
exciusive period to dilferent subsequent
products covered by the invention.

27.304-2 Contncia placed by or ior mher
Government agencies.

The following procedures apply un]ess _

agency agreements provide otherwige:

(a) Wben & Government agency
requests ancther Goverament agency to
award a coniract on its bebalf, the
request should explain any special
circumstances surrounding the contract
and specify and hanish the putent rights
clause to be used. Normally, the clause
will be in accordance with the policies
and procedures of this subpart. 1L,
however, the request siates that a clause

of the requesting egency is required {e.g.,

because of stztutory requirements, a
deviation. or exxceptional circumstances)
that clause shall be used rather than
those of this sabpart.

{1] I the request states that an agency
clause ia required and the work to be
performed under the contract is nal
severable and is funded wholly ar in
part by the agency, then that agency
clause and no other patent rights clause
shall be included in the contract.

{2) If the request states that an egency

clanse is required. and the work to be
performed under the contractis -~
severable and is only in part for the
Tequesting agency, then the work which
is on behalf of the requesting agency
shall be identified in the contract. and

. the agency clanse shall be made

applicable to that portion. In such”
situations, the remaining pertion of the
work Tfor the agency awarding the

- contract) shall likewise be identified
and the appropriate patent righis clause
[if reqmred] shall be made gpplicable te
that remaining portion.

(3) If the request states that an agency
clause is not required in any resulting
contract, then the appropriate patent
rights clause shall be used, if a patent _
nghls clause is required. :

{b) Where use of the spemﬁed clause.
or any modification, waiver, or omission
of the Government's rights under any
provisions therein, requires a written

-determination, the reporting-of such
determination, or a deviation, if any
such acts are required in accordance

“with 27.303(d}{2). 27.394-1{f}{2). or 1.4, it

.--shall be the responsibility of the. .- ...
requesting agency to make such
determination, submit the required
reports. and ebtain such deviations, in

. consultation with the contracting

agency, unless otherwise agreed
between the coniracting and requesting
agencies. However, a deviationto a
specificd clausc of the reguesting
agency shall not be made without prier

~ approval of that agency.

(c) The requesting’ agency may
require, and provide instructions
regarding. the forwarding or handling of
any invention disclosures or other -
reparting requirements of the specified
clausges. Normally the requesting agency
shall be responasible {or the handling of
any disclosed inventions, including the

filing of patent spplicatians where the%
Govermment receives title, and the
custody. control, and censing thereof,
unhess provided otherwise m the
instractions or cther agreements with

the cortracting egency. .

27.304-3 Comtracis for construction work

-or architect-engineer services. -

fa} M & solicitation or comtract for
constroction work or architect-engineer
services has as & porpose the
performance of experimental,
developmental, or researth work or test
and-evaiuation studies involving sach
work and calls {or, or can be expected

‘to involve, the design of 8 Goverrment

facility or of zovel stroctores, machines,
products, reaterials, processes, or
equipment {including construction
equipment), it shall inclade & patent
rights clause selected in accordance
with the policies and procedu.res of this
Subpart 27.3.

(bJ A sohc:tatmn or contract for

~ construction work or architect-engineer.

services that calls for or can be
expected to involve oaly “standard
types of construction” to be tuilt by
prenously developaed equipmenrt,

mciudn a pa.;.nt rights clause. The term
“standard types of construction™ means
constructicn in which the disiinctive
features, if any, in all iikelihood will
amount to no more than—
(1} Variations in size, shape, or

" capacity of ginerwise structurally

orthodox and conventicnally acting

* structures or structural groupings; or

(2) Purely aristic or esthetic (as
distingnished from functonally
significant) aschitectural configuratroms
and desizns of both structussd amd
nonstruciaral members or groupings.
which may or tray not be sufficietly
novel or maritoriovs to gualify for
design protection under the design
palent or copyngh! lawa.

97 36447 Subéentracts,”” T 7 T

{a) The policies and procedures
cavered by this subpart apply to all
contracts at any tier. Hence. a
contractor awarding & subcomtract and a
subcontractor awarding a lower-tier
subcontract that has as-a purpose the -
conduct of experimental, developmental,
or research work is required to
delermine the appropriate patent rights
ciause to be included that is consistent
with these policies and procedures.
Gencrally, the clause at either 52.227-11,
52.227-12, or 52.227-13 is to be used and
will be so specified in the patent rights
clause contained in the higher-tier
contract, but the contracting officer may
direct the use of a particular patent
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{2) IF the acquisition ofpz ent rights
“for the benefit of a foreign government is

requircd under a treaty or excculive
agreement or.if the agency head or a
designee delermines at the time of
contracting that it would be in the .
national inlerest la acquire the right-to
sublicense foreign governments or
international organizations pursuant to
any exlshng or l'uture Irwty or
agrerment the contracting officer shall
use the clause with its Allernate 1.

{c) (1) The contracting officer shall
insert the clause at 52.227-13, Patent

. Rights—Acnuisition by the Government,

if any of the following conditinns apply:

{i) No alternative clouse is used in
accordance with subparagraph (c)(2}.or
paragraph (d) below or 27.304-2. -

(ii) The work is to be performed
outside the United States, its -
possessions, and Puerto Rico by
contructors that are not small business
firms. nonprofit organizations as defined
in 27.301. or domestic firms. For
purposes cf this subparagraph, the
contracling officer may presume that a
contractor is not a domestic firm unless
it is known that the firm is not foreign.

“owned. controlled, or influenced. {See

27.304-4(nt} regarding sub(.untr.lcts with
U.S. firms.)

(2} Pursuant to their stdlulory
requircments. DOE and NASA may
specify in their supplemental regulitions
use of & modified version of the clause
at 52.227-13 in contracts with other than
small business concerns or nonprofit
organizations. ’

(3} If the acquisition of patent rights
for the benefits of a foreign government
is required under a treaty or executive
agreement or if the agency head or a
designee determines at the time of
contracting that it would be in the
nationul interest to acquire the right to
sublicense foreign governments or
internationul organizations pursuant to
any existing or future treaty or

. agreement,. the contracting-officer shall ..

use the clause with its Alternate L.

(d} (1) If onc of the followirg applies,
the contracting officer may insert the
clause prescribed in paragraph (a) or {b)
above as otherwise applicable; ageniy
supplemental regulations may provide
another clause and specify its use; or the
caniracting officer shdll insert the clause
prescribed in. paragraph {c) above:

(i) The contract is for the operat;on of
a Government-owned research or
production facility.

(ii) There are exceptional
circumstances and the agency head
determines that restriction or
elimination of the right to retain title lo
any subject invention will better
promote the policy and objectives of

Chépler 18 of Tilié:.SS o{lhel United

States Cude.

(iii) It is determined by a Covernment
guthorily which is authosized by statute
or excculive order to conduct foreign
inte:ligence or counterinteiligence
activ II.LS thal restrictioa or elimination
of the righl to retain any subject ’
inventlion is necessary lo protect the
secyrity of such activitias.

(2} Any dutermination under
subdivision {1)(ii) above will be.in
writing and accompanied by a wrilten
statement of lacts justifying the -
determination. The statament of facts

~will contain such information ag the

agenry deems relevant and, ata
minimum, will (i) identily the
organizalion involved, (ii) describe the
extent to which agency action restricted
or eliminated the right to retain title to a
subject invention, (iii) state the facts .
and rativnale supporting the agency
action, {iv) provide supporting
documentation for those facts and
rationale. and [v) indicate the nature of
any ob;ecuons to the. agency action and.
pravide any documentation in which
those objections appgar. In the case of
coniracts with small business cofcrrns
ar'nonprofit organizations. a copy of
each such determination and written
statement of facts will be sent to the
Comptroiler General of the United
States within 30 days after the award of
the applicable funding agreement. In the
case af contracts with small business
concerns, copies will alsa be sent to the

Chief Counsel for Advacacy of the Small -

Business Administration.

(e) To.qualify for the clause at 52. "27- :
11, a prospective contractor may be
required by the agencies excepted under
subdivision (a}(1)(i) above to cerlify that
it is either a small business firm or a
nonprofit organization. If ane of these

" agencies has reason to question the

status of the pruspective cantractar, the
agency may file a protest in accordance
with 13 CFR 121.3-5 if small business

-firmv statusg is-questioned or require the -

prospective contraclor to furnish
evidence of its status as a nonprofit
organization.

{f] The Alternates to Lhe clauses at
52.227-11, 52.227-12, and 52.227-13, as

- applicable, may be modified by deleting

the reference to future treaties or
agreements or by othorwise more
narrowly delining classes of future
treaties or agreements. It may: also_be
modified to make clear that the rights
granted lo the foreign government or .
international organization may be for
additional rights beyond a license or
sublicense if 80 required by the
applicable treaty or international
agreement. For example, in some cases
exclusive licenses or even assignment of

title in the foreiyn country involved -
might be required. In achilition, tke
Alternate may be maodifiad to provide
for direct licensing by the contractor of
the forcign gnvernment oc mteruallunal.
organization. :

27304 Procedures.

27.304-1 General

[a} Creater r:gbts dere.-mmalmns _
Whenever the contract contains the
clause at 52.227-13, Patent Rights—
Acquisition by the Government, the =
contractor {or an employee-inventor of
the contractor after consultation with
the contractor) may request greater _
rights to an identified invention within ..
the period spccified in such clause.
Requests for greater rights may be
granted if the agency head or designee
determines that the interests of the ,
United States and the general public will
be better served thereby. In making such
determinations. the agency head or
designee shall consider at lenst the
following abjectives:

(1) Promoting the utilization of
inventions arising from federally
supported research and development.

(2) Ensuring that inventions are used
in a manner to promote free competttlan .
and enterprise.

(3} Promoting pubhc ava:ldblhty of
inventions made in the United States by
United States industry and labor.

(4) Ensuring that the Government
obtains sufficient rights in federally- _
supported inventions to meet the needs
of the Government and protect the
public against nonuse or unreasonable
use of inventions.

{b) Retention of rights by inventor. If
the contractor does not elect to retain
title to a subject invention, the agency
may consider and, after consultation
with the contractor, grant requests for
retention of rights by the inventor.
Retention of rights by the inventer will

— be.subject ta the copditiensin. ... ... ...

paragraph (d} (except subparagraph
(d)(1})..subparagraph (f)(4), and
paragraphs (h), (i}, and.(j) of the
applicable Patenl Rights—Retention by
the Contractor clause.

(c) Government ussiynment ta
contractor of rights in Gov. ﬂmmem

- employees’ inventions: When a

Government employee is a coinventor of
an invention made under & contract with
a small business firm or nonprofit
organization, the agency empinymg the'
coinventor may ransfer or reass:gn
whatever right it may acquite in the

- subject invention from its employee to

the contractor, subject to the conditions
of 35 1.5.C. Chapter 18 and OM‘B

Clrc:ular A-124.
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machine or syatem: 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 Governmeni .
regulations, available to the. pubhc on
reasonable terms.

“Small business firm." as used in this

subpart. means a domestic smal)
business concern as defined at 15 U.5.C.

632 and implementing regulations of the

Administrator of the Small Business
Administration. (For the purpose of this
definition. the size standard contained
in 13 CFR 121.3-8 for amall business
contractors and in 13 CFR 121.3-12 for
small business subcontractors will be
used. See FAR Part 19).

“Subject invention,” as vsed in this
subpart. means any invention of the
contractor conceived or first actually
reduced to practice in the performance
of work under a Government contract.

27.302 Policy. : :
(a) Introduction. (1) The po]:cv of this
section is based on 35 U.5.C. Chapter 18
{Pub. L. 96-517}. OMB Circular A-124,
and the Presidential Memorandum on
Government Patent Policy to the Heads
of Executive Departments and Agenciées
dated February 18, 1983. The objectives
of this policy are to use the patent
- system to promote the utilization of
inventions ansmg from federally )
supporied research or development; to
encourage maximurn: participation of
industry in federally supported research
and development efforts: to ensure that
these inventions are used in & manner to

promote free competition and enterprise:

to promote the commercialization and
public availability of the inventions
made in the United States by United
States indusiry and labor; to ensure that

the Government obtains sufficient rights

in federally supperted inventions to
meet the needs of the Government and
protect the public against nonuse or
unreasanable use of inventions: and to
minimize. the cosis of admm'sier'ng
pohcles inthis area. . ..

" 'f2) Same agencies are sub]ect in’
whale crin part. to one of the following
statutes, which require that information
" as 1o uses. products. processes. patents,
or other developments "be available to
the general public™ 31 U.8.C. 666. 22
U.5.C. 2572. 50 U.6.C.167h. 30 U.S.C.
©51{c), 30 U.S.C. ¢37(b), 40 U.S.C. App.
302(e), 3C U.S.C. 1226, and 15 1.5.C.
1393c). Such agencies shall generally
usé the clauses herein allowing title to
patents to be retained by the contractor.
and the related procedures.

(b) Contractor right to elect t:tle.
Under the policy set forth in peragraph
(a) above, each coniraclor may, after
d:sclosure to the Government as

required by the patent rights clause
included in the contract, elect to retajn
-title 10 any invention made in the
performance of work under the contract.
To the exteni an agency's statutory
requirements necessitate a different
policy. or different procedures and/or

- coniract clauses to effectuate the policy
sei forth in paragraph (a) above, such.
policy. procedures, and clauses shall be
contained in or expressly referred to in
that agency’s supplement to this
.subpart.-in addition, a contract may

- provide.otherwise (1) when the contract -

is for the operation of a Government-
owned research or production facility,
(2) in excepticnal circumstances when it

. is determined by the agency that

restriction or elimination of the right to
retain title in anv subject’invention will
better promote the policy and objectives
of 35 U.S.C. Chapter 18 and the
Presidentia] Memorandum, or {3} when
it is determined’ by a Government
authority which is authgrized by statute
or Executive Order to conduct {oreign
intelligence or \.ountermtell:gence
activities that the restrictionar |
eliminaticn of the right to retain title to

" any subject invention is necessary to
protect the security of such activities. In -
* those ingtances when the Government

has the right to acquire title at the time
of contracting the contractor may, :
mevertheiess, request greater rights to an
identified invention. (See 27.304-1(a}.)
The right of the contractor to retain tille
shall. in any event, be subject to the
provisions of paragraphs {c} through (g)

* below unless for contracts with other
than small business or nonprofit
organizations the agency determines
before cont:'act award that all or
portions ol fthese pravisions may be
modified, waived, or ommed [See
27.304-1().)

(¢} Governmernt licénse. The ’ -

- Government shall have (unless provided

: otherwise in accordance with 27.304-
1(f}} at least a nonexclusive, . =
nontransferable. irrevocable, paid-up

... license to practice, or have practiced.for... .
or on behalf of the United States, any

subject invention throughout the world:
: and may, if provided in the conrract (see

. Alternate I of the applicable patent .

rights clause). have: additional rights 1o
- sublicense any foreign government or
international organization pursuant to
: cA;as;ua treaties or |agr gements
tdentified in the comracl and any f ture
treaty.or agreement.:, £
{d) Government nghr to receive title.
{1) The Covernment has.the right to- -
recejve title to any invention if the
contraci so provides pursuantto &
determination made in accordance with
subparagraph (b}{1}. {2). or {3} above. In
addition, to the extent provided in the

‘patent rights clause, the Government _

has the right to receive title to an
invention—

(i) If the contractor haa not disclosed -
the invention. wnbm the nme specxﬁed
in the clause:

- {ii} In any coumry where the

_ contractor does not elect to retain rights

or fails to elect to retain rights'to the
invention within the time specified in
the clause; .

(iii) In any country where the
contractor has not filed a patent
application within the time specified in
the clanse:

{iv) In any country where the
contractor decides not to continue
prosecution of a patent application, pay
maintenance fees. or defend in'a’
reexamination or opposition proceeding

‘on the patent; and/or

(v} In any country where the

.contractor no longer desu‘es to relam

title.

{2) For the purposes of this paragraph,
election or filing in a European Patent
Office Region or under the Patent
Cooperation Treaty constitutes election
or filing in any country covered therein
to meet the times specified in the clause,
provided that the Government has the
right to receive title in those countries
not subseguently des:"’]a!ed bs the

-contractor.

(e) Utilization reports. Unless:
provided gtherwise in accordance with
27.304-1{{). contracts provide that the
Governmeni shall have the right to
require periodic reporting on the
utilization or efiorts at obiaining
utilization that are being made by the
contractor or its licensees or assignees.
Such reporting by small business firms

" and ronprofit organizations may be

required in accordance with instruyctions
as may be issued by the Department of
Commerce. Agencies should protect the
confidentiality of utilization reports to.
the extent permitted by 35 U.S.C. 205 or
other apphcable laws and OMB Circular
A 124 -
any sub]ect invention in whicha
contractor has acquired title. coptracts
provide that the agency shall have the
right {unless provided oitherwise in
accordance with 27.304-1(f}) to require
the contractor, an assignee, or exclusive
licensee of a subject invention to-grant a
rnonexclusive, partially exclusive, or
exclusive license in any field of use to s

" responsible applicant or applicants,

upon terins that are reasonable under
the circumstances. and if the centractor,
assignee, or exclusive licensee refuses
such request, to grant such a license
itself, if the agency determines :Hal suc"n

. aclion is necessary—u
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improvements), if the contracting officer
determines that he supplies or services
[or such items with relatively minor
modifications) normaiy are or have
been sold or oifered for sale by any

- suppliar 10 the public in Lhe commercial

open market. Ordinarily. the contracting

officer, in consultation with the -
praspeciive contractor, should be able to
determnine whether the supplies or
services being purchased normally are
or have been scld or offered for sale by
any supplier 10 the public in the
commercial open market. (For
negotiated construction contracts, see
27.203-5). R

{b} In sclicitations and contracts that
cail in part for specific components,
gpare parts, or services (or such items
with relatively minor modifications) that
normally are or have been sold or
offered for sale by any supplier to the
public in the commercial open market;
the contracting officer may use the
clause with its Alternate I or II. as
appropriate. The choice between
Alternate I (identification of excluded
items} and Alternate Il (identification of
included items) should be based upon
simplicity, Government administrativ
convenience, and the ease of :
identification of the items. ' )
- (c) In solicitations and contracts for’
communication services and facilities
where performance is by & common -

. carrier, and the services are unregulated
and are not priced by a tariff schedule
set by a regulatory body. the clause
shall be used with its Alternate ITL.

27.203-5 Clause for construction
contracts and for dismaniling, demolition,
and removal of Iimprovements cantracts,
Except as prohibited by 27.203-1(b}
the contracting officer shall insert the
clause.at 52,2274, Patent Indenurity—
Construction Contracts,.in solicitations
and contracts for construction or that
are fixed-price for dismantling,
demolition. or removal of improvements.

If it is determined that the construction

" will necessarily involve the use of .
structures, products, materials, ,
equipment, processes, or methods that
are nonstandard, noncommercial, or
special.-the contracting officer may
expressly exciude them from the patent
indemnification by using the basic

" clavse with its Alternate L. .

57203-6 Clause for Government waiver

of Indemnity.

If, in the Government's interest, it is
appropriate to exempt one’ or more
specific United States patents from the
patent indemnity clause, the contracting
officer shall obtain written approval
from the agency head or designee and
shall insert the ciause at 52.227-5,

Waiver of Indemmity, in solicitations
and contracts in addition to the
appropriate patent indemmity clause.
The contracting officer shall document
the contract file with a copy of :
written approvel ..

27204 Reporting of royaltiss—anticipated
or paie. . e
27.204-7 Ganerol

(a) (1) To determine whether royalties
anticipated or actually paid under.
Government contracts are excessive,
improper, or inconsistent with-any.
Government rights in particular -
inventions, patents, or patent
applications. contracting officers shall
require prospective contractors to
furnish certain royalty information and
shail require contractors to furnish -
certain royalty reporis. Contracting
officers shall take appropriate action to
reduce or eliminate excessive ot -
improper revaities. - - .

~ (2) Royaity information shall not be
required (except for information under
27.204-3) in furmally advertised
contracts unless the need for such .
information is approved at a level above
that of the contracting officer as being -
necessary for proper protection of the :
Government's interests, - - -

{b} When it is expected that work may
be performed in the United States, its
possessions, or Puerto Rico, any
solicitation that may resultina . .

- negotiated contract for which royalty
.information is desired or for which cost
or pricing data is obtained [see 15.804)
should contain a provision requesting

information relating to eny proposed
charge for royalties. If the work is 10 be
performed in the United States. its -
possessions, or Puerto Rico and the .
responise to the solicitation includes a
charge for royalties, the contracting-
officer shall, before award of the .
contract, forward the information
relating to the proposed payments of
royalties to the office having cognizance

of patent matters for the contrgcting

activity concerned. The cognizant office
shall proraptly advise the contracting
officer of appropriate action. Before - -
award, the contracting officershall take
acticn tc protest the Governiment's
interest with respect to such rovalties,
giving due regard to all pertinent factors
reiating to the proposed contract and the

- advice of the cognizant office.

[c) The contracting officer, when '
considering the approval of a-
subcontract for wark 10 be performed in
the United States. its possessions, or.
Puerte Rico, shall require and obtain the
saroe royalty information and take the'
same action with respect to such
subcontracts in relation to rovalties as -

required for prime contracts under
paragraph (b) above. However, consent
need not be withheld pending receipt of
advice in regard to such royalties from

. the office having cognizance of patent

matters. | _

. (d} The contracting officer shail
forward the royalty information and/or
royaity reports received to the office
kaving cognizance of patent matters for
the contracting activity concerned for
advice as to appropriate action.

27.204-2 Sclicitation provision for royalty
information. . : R )
If it is expected that work tmay be
performed in the United States, its
possessions, or Puerto Rico, the
contracting cfficer shall inserta -
solicitation provision substantially as
shown in 52.227-8, Royalty Information,
in any solicitation that may result in a
negotiated contract for which royalty
information is desired or for which cost
or pricing data is obtained under-15.804.
If the solicitation is for communication
services and facilities by a common -~
carrier, use the provision with its
Aliernate L. o

27.204-3 Patents—nctice of Government
a8 & ficensee.. . :

(a} When the Goverrunent is obligated
to pay a royalty on a patent because of
a license agresment between the
Government and-a patent owner and-the
contracting officer knows {or has reason
to believe] that the licensed patent will
be applicable to a prospective contract,
the Government should furnish =~ -
informaticn relating to the royalty to
prospective offerors singe it serves the
interest of both the Government and the
offerors. In such situations, the
centracting officer should inclode in the
solicitation a notice of the license, the
number of the patent, and the royalty
rate recited in the license.

{b} When the Government is okligated
to pay such a royalty, the solicitation

- should-also require offerors tofernish -+ -

information indicating whether or not
each offeror ig a licensee wnder the
patent or the patent owner. This
information is necessary so that the
(-overnment may either (1) evaluate an
offeror's grice by adding an amount-
equal to the royalty, or (2) negotiate a
price reduction with an offersr-licenses
when the offeror is licensed under the

. same patent et a lower royalty rate.

(c) If the Government is obligated to -
pay a royalty on a patent involved in the
prospective contract, the contracting
oificer shall insert in the solicitation,
substantially as shown, the provision at
52.227-7, Patents—Nolice of Government

Licensee. -
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27.204-3 :Patq_nls_—nolié_e of Government

‘ as a licensee.!
27.204-4  Clause for reporlmg of roysHies
(foreign).
27.205 Adjusiment of royallies.
27.208 ‘Refund of royaltics.
27.206-1  General S .
© 27.2062° - -Tlause for refund of royalties.
27.207 . Clasailied contracls. -
- 27.207-1  Gepezal
27.207-2 'Claule far dulsiﬁcd contracls.
SUBFPART 27.3-PATE.NT RIGHTS UNDER
GOVEHNMENT TONTRACTS
27.300 Scope of’: subparnt.
27.301 . Definitions.
27.302 Policy. :
27303 Contract clauses.
' 27.304 Procedures.
27.304-1  General,
27.304-2  Conlracts placed by or for other :

Govemment agencies.

27.304-3  Contracis for construction work
" or architect- engmeer services.:
27.3044  Subcontracts.
27.304-5  Appeals.
- 27.305 Adminislration of patent r:gbtu
. clavses.
273051 Patent rights follow-up.
27.305-2  Follow-up by contractor.
27.305-3 . Follow-up by Government.
27.305-4 - Conveyvance of invention rights
acquired by the Government.
27.305-5  Publication or release of
- invention disclosures.
27.308 Licensing background patent

rights to third parlies

SUBPART 27. i-—HIGHTS IN' DATA AND
COPYRIGHTS
27.401 General.

SUBPART 27.5--RESERVED

SUBPART 27.6—FORE!GN LICENSE AND
TECHNICAL ASSISTANCE. AGREEMENTS
27.601 General

AUTHORITY: 40 USC 486{c): Chapler 137,10
USE; and 42'USC 2453(c).

27.000 Scope of part

This part prescribes policies,
procedures, and contract clauses
pertaining lo patents. and directs
agencies 1o develop covcrdge Ior Ru,h!.g

~in-Data-and Copyrights: - e

SUBPART 27.1--GENERAL

27.101 Applicability.

The policies, procedures, and-<lauses
prescribed by this Part 27 are applicable
1o all agencies. Agencies are authorized
to adopt aliemnate policies, procedures,
and clauses, but only 16 the exlent
determined necessary to mee! the
speeilic requirements of laws, execulive
orders. treaties, or international

agreements: Any agency aclion adopting -

such alternalte policies, proccdures. and
clauses shall be covered in pubhshed
- #gency regulations, -

2.7.1'02 Reserved.

27.103 Policy. _
. The policies pertaining {o patents,

data, and copyrights are set forth in this

Part 27 al ted cla in Part. =~ -
art 27 and the related c. uses in Pa 272011 Generat

52.

27.104 General guidance.

‘(2) The Government encourages the
maximum practical commercial use of
inventions made while per‘!‘orming
Gaovernment contracts.

(b) Generally, the Government will
not refuse to award 4 coniract on the

grounds that the prospective contraclor '

may infringe a palent.
-{c) Generally. the Government _

. encourages the use of inventions in
" performing conlracts and, by
appropriate contract clauses, authorizes..

and conscnis to such use, even though

_the inventions may be covered by U.S.

patents and indemnification against
infringement may be appropriate. -

{d) Gencrally, the Government should’
be indemnified against infringement of
U.5. patents resulting from performing. -
contracts when the supplies or services
acquired under the contracts normally

are or have been sold or offered for sale.

by any supplier to the public in the

commercial open market.or are the same’

as such supphes or services with
relatively minor modifications.

(e} The Government acguires supphes
or services on a competitive basis 1o the

-maxhnum praclical extent, but.it is

important that the efforts directed-
toward increasing competition not

o Impropcrly demand or use data relating

to private developments.
(] The Government honors the nghts
in data resuling from private’

developments and limits its demands for -
“such rights o those essential for .
" Government purposes.

() The Government honors ngh!s in
patents, data, and copyrights, &nd
complies with the stipulations of law in
using or acquiring such righta.

(h) Generally, the Government -

Téquires that coritractors'obtain w10

permission from.copyright owners
before including privately-owned"
copyrighted works in data required to be

'de.wered under Gowmmcnt contracts.

SUDPART 27. 2—PATENTS

2? 200 Scope of subpart.

This subpart pres(.nbcs pollcy with |
respec! to— - :

[a) Patent |nfnngernen1 hab:!lty
resulting from work performed by or for
the Government:

{b) Royaties payable in connechon
with performing Government contrac!s;
and ' Y

[c) Security redhiréménls covering
patent applications containing classified
subject matter filed by contractors. .

27 201 Authoriza ion cnd consent.

‘{a)In thqse cases where the
Government hes authorized or .
consenled o the manufacture or use of
an invention described in and covered
by a patent of the United States, any

- sult for infringement of the patent based -

on the manufacture or use of the
invention by or for the Uniledl States by
a contractar [mcludmg a subcontracior
at any tier) can be maintained only
against the Government in the US.
Claims Court and not againsl the .
conlractor or subcontracior {28 U.S.C.
1498). To ensure that work by a
contractor or subcontractor under & -
Covernment contract may notbe -
enjoined by reason of palent '
infringement, the Government shall give
authorizalion and consent in accordance
with this regulation. The liability of the

- Government for damages in any such

suit against it may, however, ultimately
be borne by the contractor or
subcontractor in accordance with the
lr‘rms of any patent indemnity clause
also included in the contract, and an

_authorization and consent clause does
‘nol detract from any patcnt

indemnificatlion commitment by the
contractor or subcontractor. Therefore,
both a patent indemnity clause and an -
authorization and consent ¢lause may
be included in the same contract.

{b) The contracting officer shall not
inchude in any solicitation or contraci—

(1} Any clause whereby the
Government expressly agrees lo
indemnify the contractor against
liability for patent infringement; or -

{2) Any authorizaticn and consent
clause when both complete performance
and delivery are outside the United
Stales, its possessions, and Puerto Rico

. 27.201-2 Clausel on authorl.za!lon nnd
‘consent”

{a) The conlrachng officer shall insert
the clause at 52.227-1, Authorization and
Consent, in'solicitations and contracts
(including those for cénstruction;
architec(-engineer services; dismantling,
demolition. or removal of improvements;
and noncommon carrier communication
services), excepl when sinall purchase
procedures apply or both complete
performance and delivery are outside
the Uniled States, its possessions, and
Puerto Rico. Although the clause is not
required when small purchase .
procedures apply, it may be, used with

them
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PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

S Co _ Ref: to Subpart 27.3 - . b i
Standard Patent Rights _ ' Section (if any) in _ .
Clause at FAR 52.227-11 " : o Fed. Reg__(Appendix l)
(k) Special Provisions for Contracts with

Non-Profit Organizations (12991-L) .~ Ref: 12983-L-304(L)(h)

1f the contractor is a non-profit organlzation,'it agrees that-‘

1.

‘the date of the exclusive license, excluding time before

Rights to the subject invention in the United States may not be
agsigned without approval of the Federal agency, except to. a
patent management organization as defined in this subpar. (k).

It will not grant exclusive licenses to other than small business
firms for a period in excess of the earlier of five years from the
first commercial sale or use of the invention, or eight years from:

regulatory agenciles necessary to obtain premarket clearance.
Fields of use may be differentiated.

It will share royalties with the inventor.

The balance of royalties to the contractor after expenses
incidential to the administration of subject inventions (1ncluding
payments to inventors) will be utilized for the support of -
-scientific research oT: education. -

21
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Ref: to Subpart 27.3

Standard Patent Rights | " . Section (if any) in

(d)

(e}

(£)

Clause at FAR 52.227-11 _ L . Fed.Reg. {(Appendix 1)
.(c) 1. Disclosure - The contractor must disclose each subject invention

to the federal agency within two months arter the inventor
discloses it in writing to Contractor personnel responslble for
patent matters. :
' : Ref: “to Subpart 27 3
2. Election - The contractor must elect in writlng whether or not to
retain title to ‘any such invention by notifying the Federal agency .
within 12 months of dlsclosure' provided that the agency may . =
shorten this period if the l-year statutory patent filing. period
has been 1n1tiated by publication, sale or public use. .

3. Filing ~ The contractor must file its initial patent application P
. on'an elected 1nvention within a stated time,

Condltions When The Government May

Obtain Title (12989-0) L Ref: 129794M~302(d)

,The contractor w111 convey title to the Federal Agency at its request
'when-

1. The contractor fails to disclose or elect w1thin the times'
speclfied, or elects not to retain title

2. 1In those countries in which the contractor fails to file patent.
applications within the specified times, or decides not to continue

prosecution or maintenance.

Mininum Rights to Contractor (12989-R) . Ref: 129804L#302§h)

1. The contractor retains a nonexclu31ve, royalty free license
throughout the world (with limits on its transferability) in each.
invention to which the government obtains title, unless the contractor
fails to disclose in ‘the speclfied time,

-2.' The contractors license may be revoked under stated circumstances

and (3. ) w1th proper notice

Contractor Action to Protect

the Government's Interest (12990-L) -~ = =  Ref: 12984-M-305

Ref: 12980-R- 303(5)(2)

.1. Contractor will cooperate in conf1rming government 11cense rights

or conveying title,

19
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Ref: to 52,227-11

B T . T para. (if any) in

Subpart:27.3 - ... o . F.R. (Appendix 2)-

27 304-5. Egeals '(129844L)
Covers procedures by which contractors can appeal certain agency
‘actions such as refusal to extend disclosure period, convey title,
grant ‘a walver under 27.302(d), approve an assignment; extend an
exclusive license period, etc. =~ ' v :

27.305  Administration of patent - " Ref: 12989-H-(c)

: rights clauses - (12984~ M) © o T 'Ref: 12990-L-(f)

27.305-1 Patent rights follow-up |

127.305-2 Follow-up by contractor

27.305-3 Follow-up by Government

27.305-4 Conveyance of invention rights acquired by Government

27.305-5 Publioation or release of invention'disclosnres

27.306 Licensing background patent rigbts to th1rd parties (I2985-R)

(a) Contracts w1th small business firms or nonproflts will not contaln_
provisions allowing the Government to require the licensing to
third parties of inventions owned by the contractor that are not
"subject inventions" unless such provisions have been approved by,

~and written justification signed by the agency head.

(b) Crlteria for determlnlng whether 11censxng of background patents

to third parties should be requlred

17
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PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

Ref: to 52,227-11
para. (if any) in

Subpart 27.3 . g ' "‘Gl.u' A  F.R. (Appendix 2)

27.303

(a)

(b)

(c)

()

(e)
(£)
..27.304
27;304-1
(a)
(b)

(c)

,Contract clauses (12980 n) . : -g' o Ref 12989 L

(1) Clause at 52 227 11, "Patent Rights - Retentiocn by the
Contractor (Short Form)" to be inserted where the contractor is a
small business concern or non-profit organization (except as may
be required undexr: (d) below)), or and other type of contractor,
except, for contracts of DOD, DOE or NASA T

-(2) Contracting officer may modify paragraph (§3, of the clause toi

require certain listings, notifications, and copies of documents._

(3) Contracting office may add Alt. I to permit the government to
sublicense foreign governments.

(1) Criteria for use of clause at 52.227-12, "Patent Rights -
Retention by the Contractor (Long Form) for contractors other than _

small ‘business firms or nonprofit organizations.

(1) Criteria for use of clause at 52. 227 13, "Patent‘Rights_e
Acquisition by the Government h o

(1) Contracting_officer_may_use alternative clauses in connection
with the operation of a Government-owned research or production =
facility, exceptional circumstances, or foreign intelligence oT
counter-intelligence activities.

(2) Sets forth procedures for making determinations under (d)(l)

Contractor may be required to certify that it is a small business
firm or a nonprofit organization. The agency may protest. '

,Alternate clause I providing license rights’ to foreign governnents

under (a)(3) above may be modified in certain respects,

Procedures (12981 R) e e

General

Greater rights determination - (Covers acquisition of rights by
‘the contractor or employee-inventor where the Government acquires
‘rights under the clause at 52. 227 13. )

Retention of rights by inventor (where contractor does not elect
to retain title)

'Government assignment to contractor of rights in Government

employees inventions.

15
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Yy
DU W
APPENDIX 1°

FAR SUBPARTS 27.1, 27.2 & 27.3

Summary and Cross-Reference

SUBPART 27. 1 GENERAL

This subpart states that Part 27 is applicable to all agencies, which
may adopt alternate policies, procedures and clauses only to the extent
determined necessdry to meet the specific requirements of laws, executive :
orders, treaties, or international- agreements., ‘It'also lists eight
guiding principles: underlying goverrnment policy on patents, rights in
_ data, and copyrights. .

SUBPART 27.2 PATENTS

This subpart prescribes policy with respect to. T"'

a., Patent infringement liability resulting from work performed by or
for the government (including authorization and consent notification
and assistance, and indemnification)

b. Roya1t1es payable in connection with performing government
contracts, and

e Security requirements covering patent applications containing |
classified subject matter filed by contractors. '

The policy statements set. forth in this subpart also identify ‘the
implementing contract clauses set forth in FAR 52.227. These policies and
implementing clauses, however, will not be discussed further since our
principal focus is on patent rights under government contracts. For that
reason, we will concentrate on Subpart 27.3 in the remainder of this -
Appendix, and on the clause in 52.227-11 in Appendix .2.

13
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5. ' FEDERAL ACQUISITION REGULATIONS (FAR)_f-PART,ZZ

In order to understand the current status of the Federal Acquisition
Regulations, Part 27, with respect to patents, it may be useful to provide
the following background e L

1983 - Proposed FAR Part 27 .

In mid41983, a proposed.Part_27=of the Federal Acquisition Regulations:
was issued. After its Committee on Patents, Copyrights and Rights in Data

had reviewed the proposed Part 27 the Council on Governmental Relations
(COGR) reSponded with two main points: :

I TThe proposed regulations were materially inconsistent with
oo PUL.96- 517 and OMB Circular A- 124- -and

2. The proposed regulations attempted to set new federal policy on
' rights in data by (a) restricting the use and release of research
data by university scientists and (b) shifting to the government
o title to computer programs arising under contracts._; :

March 20, 1984 - Revisions to the A-124 Standard Patent Rights Clause

Oon March 20, 1984, in the Federal Register at page 10393, the Office of
Federal Procurement Policy, part of OMB, published a revision to OMB
Circular A-124 consisting of minor modifications to the standard patent
rights clause set forth in Attachment A of that circular. The purpose of
the modifications was to implement the President's memorandum of February
1983, which directed that all Federal agencies, to the extent permitted by
law, extend the principles of Public Law 96-517 to large businesses, in
addition to small business firms and non-profit organizations. As modi~
fied, the clause can be used for all classes of research contractors. '

It is intended that agencies use the revised clause im all grants,

' contracts, and cooperetive agreements awarded after April 1, 1984 to small
business and nonprofit organizations for the performance of research and
development work. It is also to be used in such awards to big businesses:

.“T"tO “theextent- permitted by -taw- (which primarily -excludes DOD,;-DOE--and

NASA).

The only substantive change, viewed by univers1t1es as favorable,
provides that a Federal agency wishing to obtain title to an invention must
request title within 60 days after learning of the contractor's failure to.
report the invention or failure to elect title within the specified times.
This precludes a continuing cloud on the contractor's title to an invention
when the agency could but does not intend to request title.

This revised clause is now contained in FAR 52.227-11, "Patent Rights -
Retention by the Contractor (Short Form),’ " which is reprodUCed in Appendix
2 of this paper.

II"




NCURA o B BRI R ‘PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

be- claimed by ‘the performing organization to be the product of : ' ﬁﬁ@f
non-government sponsored research and be challenged by the sponsoring

agency as belng reportable to the government as a subject invention,

.the challenge is appealable as described in Part 14 c.”

Note" The legal significance of the proviso that ‘the private
research "does not diminish or distract" from the performance of the
‘government funded project is unclear but in other respects the '
position appears reasonable.

NIH: "If a single individual ‘'spends one-half time on a project
supported with Government funds and one-half time on a privately o
supported project, the Government obtains patent rights only if the
privately supported project is directly dependent on ideas or materials
generated in the publicly supported project."

Note: It would seem more‘useful if this description were revised
to refer to the "conception of the invention ‘rather than the "project”
being directly dependent. ' : e

5. Sequential research ¢

NIH: "Similarly, if a2 scientist spends ten years om a publicly °
supported project and then ten years on a privately supported project,
the Government obtains no patent rights to the invention developed
under private support unless it is clear that the idea was.conceived:
with publlc funds"

6. Use of equipment

OMB:""An invention which is made outside of the research
activities.of a government funded project but which in its making
otherwise benefits‘from such project without adding to its cost, is not
v1ewed as a "subject invention'" since is 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 maklng an invention

__all expenses of which invo. ve only non-government funds. . ‘

7. Use of buildings

NIH "In the situatiom where pr1vate1y supported work is done in
a bu1ld1ng previously constructed with Government funds, the Government
obtains no patent rights in inventions developed through those private
funds. " : '
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i

4. COMMINGLING

Those . indiViduals negotiating patent clauses“in contracts with
industrial sponsors must understand the issue of commingling "

Part_6 a._of OMB Circular A- 124 defines funding agreement as -
follows: o

"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, developmen~
tal, or research wqu funded in whole or im part by the: '
Federal government.7 (Underlining added) '

Thus, the partlal support of research by the Federal government may
result in the '’ ‘commingling" of Federal funds and private funds, with the .
-government acquiring rights in the resulting inventions, which thereby
become subject to the provisions of OMB Circular A-124. It should be moted -
that "commingling," as used in this context, is not limited to the mixing
of Federal and non-Federal funds in the same account, since the partial -
Federal support may be provided in separate research accounts, or may have
been provided at an earlier time. It is important, therefore, to know
under what circumstances the government will be considered as having
provided partial support.. The following guidance is taken from the
transmittal letter to OMB Circular A~124 (prefaced by '"OMB"), from inputs
provided by OMB to the Director of NIH (prefaced by "NIH"), and frem a GAO"
report requested by Rep. Albert Gore (prefaced by "GAO" ).

i. "De Minimus"

OMB: "There were several comments that some 'de minimus' standard
be established to define the threshold contribution of government
funding to. the making of a jointly funded invention below which the
Circular regulation should not apply. .These recommendations were

Tréjected as being incdonsistent with the Ac¢¥, wHich dées mot defime 7 - s

subject invention in - terms of the size of the government flnancial
contribution in making the. invention.

2. Direet VS.'Indirect‘Costs-

. NIH: "Many. apparent problems can be resolved by the application
of general cost accounting and auditing principles. In a project
funded by commingled funds, the Federal Government's support is either
through direct costs (i.e., salaries of the principal investigator and
staff, laboratory supplies, equipment) or indirect costs (i.e., .
reimbursement of general university overhead, construction costs). As

7.
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2. THE PATENT AND TRADEMARK AMENDMENTS OF 1980

(Public Law 96-517)

On DecemberIIZ' 1980 the Patent and Trademark Law Amendments Act
(P.L. 96-517) was signed into law. This Act seeks to reform a number of
areas of the United States patent law which have been troublesome for many

years. Of magor importance to university research administrators, however,'

the Act adds a completely new chapter to. Title 35 of the U.S5. Code,
Chapter 38, entitled "Patent Rights in. Inventions Made with Federal
AsSistande,' and commonly referred to as the Uniform Patent Legislation,
allows non-profit organizatlons and small business firms to elect to
retain, with limited exceptions, title to 1nventions made -in the course of
government sponsored -research.

Chapter 38 declares that it is the policy and obJective of Congress to
‘use the patent system to promote the utilization of. inventions arising
from federally supported research or development to encourage maximum _
participation of small bus1ness firms in federally supported research and
development efforts; to promote collaboration between commercial concerns
and nonprofit organizations, including universities;. to ensure that
inventions made by nonprofit organizations and. small business firms are
used in a manner to promote. free competition and enterprise; to promote the
'commercializatlon and publlc avallability of inventions made in the United
States by United States industry and labor; to ensure that the Government
obtains sufficient rights in federally supported inventions to meet the
needs of the Government and protect the public against nomnuse or
unreasoneble use of inventions; and to minimize the costs of administering -
policies in this area. =~ o : '

These policies and objectives are in marked contrast to the position’
urged for many years in Congressional hearings by those who viewed the
patent system with suspicion and who felt that the Federal government
should acquire title to all inventions resulting from federally funded

..research and. that universities and other comtractors.should not be granted rwu,,mmp,r-wme-ﬁ

title and the rlght to license government funded inventions.

~In effeét, the policy stated in Chapter 38 is more llkely to
effectuate the intent of Article 1, Section 8§, of the Constitut1on, which
provides that the Congress shall haved power "To promote the progress of
science and useful arts by securing for limited times to authors and
inventors the exclusxve right to their respect1ve writlngs and
discoverles.
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8. TREATIES AND FOREIGN PATENTS e | 2

Since the rights granted by a United States patent extend only
throughout the territory of the United States, an. inventor who wishes
patent protection in foreign countries must apply for a patent in these.
countries. :

Each country has its own requirements on patenting and the laws. of
other countries differ in various respects. from the patent law of the
United States and even. from each other. In most foreign countries, .
publication of the invention before the date of the application will bar -
the right to a patent.: Most foreign countries require that the patented:
invention must be manufactured in that country after a certain period,
usually 3 years, If not, the patent might be void in .some countries, and. .
in others might be subject to_ the grant of compulsory licenses to other
qualified. licensees. e —

A treaty relatlng to patents, known as the Parls Convention for the
protectlon of Industrial Property, is adhered: to by 79 countries, including
the United States. It provides that each country guarantees to the
citizens of the other countries the same rights in patent and trademark
matters that it gives to its own citizens, The tfeaty also provides for
the right of priority in the case of patents, trademarks and industrial -
designs. This right means that, on the basis of a regular first .
application filed in one of the member companies, the applicant may, w1th1n
a certain period of time, apply for protection in all the other member
countries. These later app11caLions will then be regarded as if they had
been filed on the same ‘day as the first application. The period of time
within which the subsequent application may be filed in other countries is
12 months in the case of applications for patents and 6 months in the case
of industrial designs and trademarks.

Another treaty, known as the Patent Cooperation Treaty, prersently
signed by 35 countries, including the United States, became effective on
January 24, 1978. The treaty facilitates the filing of applications for
patents on the same invention in member countries by providing, among other
things, for centralized f111ng procedures and a standardized application
format.

- Under-United -Statés -law it isg-often. necessaryy-in.the.ecagse of. . .. .. ...
- inventions made in the United States, to obtain a license from the
Commissioner of Patents and Trademarks before applying for a patent in a
foreign country. Such a license is required if the foreign application is
to be filed before an application is filed in the United States or before
the expiration of 6 months from the filing of an application in the United
States. After 6 months from the United States filing, a license 1s not
required unless the invention has been ordered to be kept. secret.
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7. REMEDIES

Infringement f

35 U.S.C. 271(a) provides that the making, using or selling of a
patented ‘invention without authority within the United States during the
patent term infringes the patent. In addition, 35 USC 271 (c), provides
that the sale of a component: of a patented machine, or of a composition,;
material, or apparatus for use in practicing a patented process, while
knowing the same to be made especially for use in an infringement of the
patent (and not a staple article or commodity of commerce) is contributory
infringement.

If'a patent is 1nfr1nged ‘the patentee may sue for relief in the
appropriate Federal District court, and ask the court for an injunction to
prevent the continuation of the infringement and for damages because of the
infringement. The defendant may question the validity of the patent, which
is then decided by the court. The defendant may also aver that what he is
doing does not constitute infringement, and this question will be
determined primatily on the basis of whether what the defendant is doing
falls within the language of any of the patent claims.

In all suits for patent 1nfringment, the patent is presumed valid and
the burden of establishing invalidity is on the challenging parties (35 UsSC
282). Remedies for infingement by a private party include injunctive’
relief (35 USC 283) and damages adequate to compensate for the infringment,
but in no event less than a reasonable royalty for the use made of the
invention by the infringer, together with interest and costs as fixed by
the court (35 USC 284). Suits for infringement of patents follow the rules
of procedure of the Federal courts. : : : :

The United States Government may use any patented invention without
permission of the patentee and no injunctlon can issue against such use,
If the Government use infringes the patent, however, the patentee has a
remedy for damages in the Court of Claims of the United States {28 USC
' 1498(a)). :

If the patentee notifies anyone that they are 1nfring1ng his patent or

threatens §uit, the one- c¢harged with‘infringement may himself gtart go o

Declaratory Judgment actlon in a Federal court and get a judgment in the
'matter.”., : : C
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A constructive reduction to practice, however, is a reduction to
practice deemed to be such solely in the contemplation of the law without
any physical construction or carrying out of the invention. A
constructive reduction to practice involves only the formal filing in the
Patent and Trademark Office of a patent application disclosing the
invention.

Constructive reduction to practice is, in effect, a fiction which has
arisen to meet the requirement that in order to file a patent application
in the Patent and Trademark Office there must be a completed invention, The
fiction assumes that the invention was previously. conceived and the filing
of the patent applicat1on completes the inventive act. This practlce, of
course, results in many paper patents which pertain to inventions that have
never been built or tried. The same standards of proof of utility are
applicable to a constructive reduction to practice as are appllcable to an
actual reductlon.' '
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conception is a "mental"™ act. Second, this mental act must embody the
invention that is actually reduced to practice. Or, to state it
differently, the invention that is actually reduced to practice must
have been anticipated by the alleged mental act for that act to be
deemed the conceptlon of the invention."

‘-Another court has defined conception in the"following termei"

"The formation in the mind of the anentor of a definxte idea of a
complete and operative invention as’ it is thereafter to be reduced to
practice,,.The date of conception is the date when the invention is
crystallized in all of its essential attributes and becomes so: clearly
defined in. the mind of. the inventor as to be capable of being.-
converted to reality and reduced to practlce by the inventor or by one
skllled in the art," :

The conception is, furthermore, of legal significance only if it is
disclosed, but the mere idea or appreciation of what the inventor wishes to
accomplish is-not legally sufficient.. With conception, the corroboration
goes to the inventor's formation of the idea. If the invention is recorded
in a readily identifiable form, it can be corroborated by a witness who is
completely ignorant of the. technology. Where there is no record of
conception, however, and verbal testimony is offered, the witness must have .
a fairly soph1sticated understanding of the technology to-establish that. . -
the conception was in the same form. ' P

The-second element, that the mental act must be embodied in a. physical
form, presents certain problems., The ultimate express1on of an idea tends:
to differ in some degree from the original idea itself. The inquiry
therefore is whether the embodlment is a mere refinement of the mental act,
or one of a different concept, brought about by a more detailed study of the-i
initial 1dee. : ’

The courts have attempted to refine further the rule enunciated in one
classic case that conception is shown when "the inventor or others skilled.
in the art can reduce the conception to practice without .any further
excercise of inventive skill.” In restating the above rule, one case
expanded the requirment into "without any further research or exercise of .
the inventive skill.” E o

Emphasizing the concept of "research", the courts have tended to
~.:distinguish._the inventor and. persons.of like skill in the art from those. ofhmn;
ordinary skill in the art. If the inventor or others with his

qualifications stayed with the idea, any later development is considered to

* . be research. If the idea was "turned over" to one of ordinary skill who

then altered it or added some feature to its physical embodiment, that
development was considered something less than research. It suggests the
view that if the inventor, or one of comparable skill, stayeéd with the
idea, it was not complete, but if the inventor was w1ll1ng to . turn it over
to a mechanic, the inventor at least believed it was. complete.
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is considered abandoned and no longer pending, although there are . . T ;\
procedures for petitioning for a revival ' : gﬁﬁ

(£) Epeals. If the examiner persists in his rejectlon of any of the .
claims in an application, or if the rejection has been made final, the
applicant may appeal to the Board of Appeals in the Patent and Trademark
Office, The applicant must file a brief and is entitled to an oral

hearing, if desired. (As -an alternative to appeal, in situations where an
applicant desires consideration of different claims or further evidence, a
new continuation application is often filed.) If the decision of .the Board'_
of Appeals is still adverse to the applicant, other avenues of appeal to '
the courts are available. :

(g) Interferences. Occasionally two or more applications are filed by
different inventors claiming substant1a11y the same patentable 1nvention,
and a proceeding known as an "interference" is instituted by the Patent and
Trademark Office to determihe who is the first inventor and therefore
entitled to the patent. About 1% of the applications filed become involved
in an interference proceeding. Interference proceedings may also be
Instituted between an appllcatron and a patent already issued within the
preceding twelve months.

Each party to such ‘a proceeding must submzt evidence concerning when _
the invention was made. If no evidence is submltted, a party is .restricted
to the date his application was filed as his earliest date. The
determination as to priority is made by a three examiners on the Board of

-Patent Interferences on the basis of the evidence submitted. The losing
party may appeal to the Court of Customs and Patent Appeals or file a civil
action agalnst the w1nning party in the appropriate United States District_
Court. :

The terms 'conception" and "reduction to practice" are encountered in
connection with priority questions since the inventor who proves to be the -
first to conceive the invention and the first to reduce 1t to practice will ..
be held to be the prior inventor. However, there are many complicated
circumstances where the rule cannot be stated thlS .simply and the nuances .
of "conception" and "reduction to practice' are many. . However, due to the
importance of these terms and the fact that the rights acquired by research
SpONSOrs are also determined on the basis of conception and/or reduction to
practice, a brief discussion of these follows in . the next part.

*(h}r”AllowanceeandwissuevofwPatent1wﬁIfy;0n=examinationsoﬁmthenapplicationp<if o
or at a later stage during the re-examination or reconsideration of the

application, the application is found to be allowable, a notice of

allowance will be sent to the applicant or his attormey, and a fee for

issuing the patent is due within 3 months from the date of the notice. The

basic issue fee for each original or reissue patent except in de51gn

cases, is generally $250 for educational institution patents.
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As noted earlier, the specification must include a written description %
of the invention and of the manner and process of making and uging it, and
is required to be in such clear, concise, and exact terms as to enable any
person skilled in the art to which the invention pertains, or with which it
is most nearly connected, to make and use the same. :

The specification must describe completely a specific embodiment of
‘the process, machiﬂe,'manufacture, composition of matter or improvement
invented, and must set forth the best mode contemplated by the inventor of
carrying out . his inventlon.'; : ‘ :

Tﬁe.application must conclude with one or more claims, which are brief
but precise definitions of the subject matter of the invention, eliminating
unnecessary details and reciting all essential features necessary to dis-
tinguish the invention from what is old. The claims are the operative part
of the patent, . Novelty and patentability are judged by the claims, and,

- when a patent is granted, questions of infringement are Judged by the
courts on the. basls of the 1nfr1ngement of the c1a1ms. .

The 1nventor must make an oath or declaration of his or her belief to
be the or1g1na1 and first inventor, as well as other allegations required
by the Patent and Trademark Office rules.

One portion of the,oath requires acknowledgment of the inventor's duty
to disclose informtion which is material to the examination of the appli- -
cation in accordance with Title 37, Code of Federal Regulations, Section
1.56(a), which imposes a duty of candor and good faith toward the Patent
and Trademark Office on the part of the inventor and others substantively
involved in the preparation or prosecution of the application. An applica-
tion will be stricken from the files under certain circumstances, including
fraud on the Patent Office and any violation of the duty of disclosure
through bad falth or gross negligence. : :

The basic fee for filing an appplication for an original patent is
$300, but if the invention .is owned by an educational institution and has
not been licensed .to a large business concern, the fee is $150. There are'
other fees which must be paid, including fees for excess. clalms, recordlng
assignments, patent issue and . .patent maintenance. ‘

_ﬁhqusecutiondz,;uﬂ,-;e-taaﬂneu“Mﬁmeﬁ"ugph-s,ﬁm?f,umiugr_aﬂ,4wwq¢eagm;m,LQ

The prosecution of a patent application usually runs from a year and a
half to three years; but may run for several additional years if it
involves certain appeals or the resolution of an interference.  In most

case, prosecut1on 1nc1udes the following steps '

{a) Examlnatlon. Appllcatlons f11ed in the Patent and Trademark Offlce,
if complete,. aré assigned for examination to the group of examlners
respon31b1e for the class of inventions lnvolved - -

The examiner to whom the application is assigned studies it for
compliance with legal requirements, and searches the prior art contained in
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(b) Prior foreign filing

35 U.S.C, Sect. 102(d) precludes from patent protection in the United
States an invention on which the same applicant filed a foreign patent
application more than twelve months prior to the United States filing date,
and which matured into a patent before an ~application was filed in the .
United States. 1In other words, where the U.S. application is filed late
(more than year after the foreign filing), a U.S. patent. can be obtained
only if a foreign patent does not issue. in the meantime. .

However, an 1nvention which was the subject of a foreign filing within
twelve months of the United States filing date is not only entitled to
patent protection but can receive the benefit of the earlier foreign filing
date, o : : :

(c) Previously filed patent application

35 0.8.C. Sect. 102_(e) provides that a patent cannot be obtained if
the invention was described in a patent granted as. the result of an
application which was filed before the applicant made his invention., 1In
other words, the specifications of United States patents become prior art
as of their filing date, even though what they disclosed was not then )
actually available to the public, The rationale is that if the applicant's
invention is fully described in an earlier application that subsequently
results in a patent, that is prima facie evidence that the later applicant
is not the first inventor.  Were this not the case, any administrative
delays in the Patent Office which, in turn, delayed the issuance of the
patent would adversely affect the first applicant's rights.

(&) Non-invéntorsnig.'

'35 U.8. c. Sect. lOZ(f) states a person shall not be entitled to a
patent if he did not himself 1nvent the subJect matter sought to be :
patented. It is prlmarily applicable where . the appplicant has derlved the
invention from another : . -

(e) Prior infention

_ 35 U S C Sect. lOZ(g) negates novelty where the same invention was
made earlier by another inventive entity in the U.S. and such earlier .
inventive entity is deemed not to have abandoned, suppressed or concealed
the invention. 8Section 102(g) is the basis for interference proceedings to
determine the priority of inventions and may be the basis for a. defense in
a suit for patent 1nfringement. :
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4. 'CONDITIONS FOR PATENTABILITY

Novelty, Utility and'Non-obviousness

The requirements of novelty, utility and non—obv1ousness derive from |
35 usc 101, 102 103 :

(a) Noveltz

35 U.S.C. Sect., 102. Conditions for patentabllity, novelty and loss of
right to patent, reads in part as follows: '

"A personjshall be entitled to a patent unless -~

"(a) The invention was known or used by others in this country, or
patented or described in a printed publication in this or a
foreign country, before the invention thereof by the applloant
for patent, or - : . :

"(1) The invention was patented or described in a printed publication .
in this or a foreign country or in public use or on sale in this
country, more than one year prior to the date of the application
for patent in, the Unlted States.,, :

In other words, a patent cannot be obtalned on an inventlon deéscribed
in a printed publication anywhere, or known or used. by others in the United:
States, before the invention is made by the applicant. Nor can a patent be'
obtained if the invention has been described in a. printed pub11oation any-
where, or has been in public use or on sale in this country, more than one
year before the date on which a patent application is filed in this
country Regardless of when the invention was made, if the inventor, or
_someone else, describes the inventlon in a printed publlcatlon, uses it
publicly, or places it on sale, the 1nventor must apply for a patent before
~one year has gone by, or lose the rlght to do so. :

Although there is a one year grace per1od;in the United States for
filing a patent application following publication, most other countries
require "absolute novelty" as a'condition fOr obtaining patent protection,
disclosed_prior to the filing_of a patent_appllcation in that country or _
‘some other’ country. Consequently, issues relating to the dissemination of
research results are qu1te likely to arise when a university or a research.
sponsor wishes to pursue forelgn f111ngs on 1nventlons resultlng from the
research

In addition, a publication includes any written material to which the
public has access. For example, a single copy of a thesis which has been
catalogued and placed in a llbrary available to the public is a

"publication" The amount of use is 1mmater1a1
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distinctive form, quality, or property. Excluded are articles whose
appearance, properties, function, form, and/or shape have been only
.slightly altered in the manufacturing process.

(d) Composition of matter

This relates to chemical compositions and may include mixtures of
ingredients as well as new chemical compounds. A mixture is deemed to be
new even where the only novelty is in the proportions of the constituent
ingredients. The novelty of a mixture may also reside in the arrangement
or'segregation of its ingredients.. The patentability of a composition of
matter may turn not only upon. the novelty of its ingredients but on the
manner in which these are combined

After protracted litigation, the Supreme Court has held that live
bacteria, and perhaps other forms of living microorganisms, that result
from genetic engineering, such as gene splicing, and which do not occur
naturally, are patentable subject matter as compositions of matter or as
articles of manufacture (Diamond vs. Chakrabarty (1980)).

The court stated that "In choosing such expansive terms as
'manufacture’ and 'composition of matter' modified by comprehemnsive 'any,'
Congress plainly contemplated that the patent laws would be given w1de
scope." However, the court noted further that:

"This is not to.suggest that 101 has_no limits or that it embraces
every discovery. The laws of nature, physical phenomena and abstract
ideas have been held not patentable, Thus a new mineral discovered in
the earth or a new plant found in the wild is not patentable subject
matt r. Likewise, Einstein could not patent his celebrated law that
E=mc” nor could Newton have patented the law of gravity. Such

discoveries are manifestatlons of nature, free to all men and reserved

gexclusively to none.

.’-

Other Statutory Snbject Matter

Designs - The patent laws (35 U.S.C Chapter 16) provide for the
granting of design patents to any person who has invented any new, original
and ornamental design for an article of manufacture. The patentability of a

design rests in its appearance, and all portioms of it are material in that -

¢

“‘they contribute to the overall-appeararce-which constitutes the destgny + wwiimim o i

Some thsical:objects may have aspects which are patentable as a
manufacture and others which are patentable as a design. A patentable
design, like a patentable process, machine, manufacture or composition of
matter, must be new and unobvious, but the requirement of utility does notr
apply. Patents for design are granted for a period of up to 14 years.

Plants - The patent laws (35 U.S.C. Chapter 15) also prov1de for the
granting of a patent to anyone who has invented or discovered and asexually
reproduced any distlnct and new variety of plant, including cultivated
sports, mutants, hybrids, and newly found seedlings. Specifically excluded
from: plant patent protection are tuber propagated plants (because of their

9
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a patent, by an instrument in writing. Such an instrument is referred to
as an assignment and may transfer the entire interest in the patent. The
assignee, when the patent is assigned to him, becomes the owner of the .
patent and has the same rights that the original patentee had.

. The statute also provides for the assignment of a part interest, that
is, a half interest, a fourth interest, etc., in a patent. There may also
be a grant which conveys. the same character of interest as an assignment '
- but only for a particular, specified part of the United States,

An assignment, grant, or conveyance of any patent ot application for
patent should be acknowledged before a notary public or officer authorized
to administer oaths or perform notarial acts. The certificate of such
acknowledgement constitutes prima facie evidence of the execution of the
asslgnment, grant, or conveyance.

The Patent and Trademark Office records assignments, grants and
similar instruments sent to it for recording , and the recording serves as
notice., If an assignment, grant or conveyance of a patent or an interest
in a patent (or an application for patent) is not recorded in the Patent
and Trademark Office within three months from its date, it is void against
a subsequent purchaser for a valuable con31deration without notice, unless
it 1is recorded prlor to the subsequent purchase.

Joint Ownership

Patents mev be owned Jointly by two or more persons, as in the case of
a patent granted to JOlnt inventors or where there is an assignment of a
part interest. Any joint owner of a patent, no matter how small his part
interest, may make, use, and sell the inventién for his own profit, without
regard to the other owner, and may sell his interest or any part of it, or
grant licenses to others wlthout regard to the other joint owner, ‘unless
the joint owners have entered a contract governing their relation to each
other. It ‘may, therefore, be unwise to assign a part interest w1thout a
definite agreement between the parties as to the extent of their respective
rights and their obligations to each other.

Licenses

The owner, or joint owner, of a patent may grant licenses to others.
A l1cense is the perm1551on granted by the patent owner to another to make,'

'y

" gse ot sell” the invention. "No“particular form of" TTcense 1§ required ;iﬂéﬁ*r>ﬂ**=3mhm5

license is a contract and _may include whatever prov151ons the parties agree
upon, includlng the payment of royaltles, ete,. : '

Government nghts

The United States does not, by granting a patent, thereby acquire the
right to use it. Such rights must be acquired in some manner, as, for
example, by contract, by purchase,. as a condition of employment for its own
employees, etc. For small businesses and’ nonproflt organizations,
government rights are determined in accordance with Publie¢ Law 96-517 and
OMB Circular A-124, which are discussed in the paper in thls NCURA serles
entitled Patent nghts under Government Contracts.
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PATENTS AND PATENT RIGHTS

Title 35,

United States Code

Under the authority of Article 1, Section 8, of the Constitution,
Congress has from time to time enacted various laws relating to patents.
The first patent law was enacted in 1790. The law now in effect is a
general revision which was enacted on July 19, 1952, The U.5. patent laws

are found

in Title 35 of the U.$. Code and are reprinted in a pamphlet

centitled Patent Laws, which is sold by the Govermment Ptinting'Office. :1:

The scope of 35 U.5.C. is indicated. by the following table of
chapters.. ' :

Part
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1.
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10.
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Secrecy of Certain Inventions and Filing Applications

25.
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Part
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