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Introduc tion to

PATENTS AND PATENT RIGHTS

PATENTS AND PATENT RIGHTS

This pap'er 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 connection with the negotiation 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 universi ty research
adminis tra tors wi th only an introduction to the basi.cconcepts of
intellectual property. Those who require a more complete understanding of
the subject will wish to study other materials cited herein or deve Iope d
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 University Attorneys.

User Feedback

This material is intended to be self-improving. Users are,
therefore, invited to forward comments, suggestions and new materials for
the next revision to:

Chairman, Committee on Professional Development
National Council of University Research Administrators
One Dupont Circle, N.W., Suite 618
·WaS"li:ington;DiC;" ·20016 ~

Copyright @ 1984 Massachusetts Institute of Technology and
National Council of University Research Administrators
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NCURA PATENTS AND PATENT RIGHTS

1. PATENT LAW

The United States Constitution

Article 1, Section 8 ()f the Constitution provides that:

"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 Wri tings and Discoveries."

Under this broad Constitutional authority, the 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 is the conviction that the opportunity for personal
gain will provide an incentive for authors and inve~tors 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 provide 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 violate 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
incurred in its development.

In return for this exclusive right, 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.
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NCURA PATENTS AND PATENT RIGHTS

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 invention, 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 rights
under the terms of a license agreement.

The exact nature 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 so.

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 nothing
which prohibits a patentee from making, using or selling his own invention
unless he thereby infringes another patent which is 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
.sometimes.spo~t:l 0 fas.an .inventor'..scommOn law rigpts and. a.r.e.. supJ.ed .,to-.
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 tllat agreement and
attempts to manufacture an article which embodies the invention, may be
liable for damages on the basis of common law and equity.

Assignment

As noted in the preceding section, 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 application for
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NCURA PATENTS AND PATENT RIGHTS

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 patentfuay be obtained.

35 U.S.C. Chapter 10 deals with the patentability of inventions. Sec.
101 de~scribes patentable subject matter as follows:

It Whoever invents or discovers any new and useful process, machine,
manufacture, or composition of .ma t te r , or any new and useful
improvements thereof, may obtain a patent therefor, subject to the
cond I tions and requirements of this ti tle ;"

(a) Process

Sec. 101(b) states that:

"The term process means process, art- or method, and includes a newcuse
of a known process machine, manufacture, composition of matter or
materials.'t .

A statutory process may consist of a combination of physical or
manipulative steps. Where it consists of more than one 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 circumstances,
computer software may be eligible for patent protection as part of a
patentable process.

(b) Machine

As ··the··terms areused.inpatent .law, "machine'~~is .vlrtually..l.\iJ;e.r."....
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 particular way in which the com­
ponents are arranged, as well as the nature of the components themselves,
a r e the parameters which define and distinguish a machine.

(c) Manufacture

This, "is synonymous with "a r t i c l e s o f manufac tnre" 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 new or
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importance as a food source) and plants fouI\d 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 distinct plant variety within
the meaning of the plant patent act appears to be a pl an t which possesses
at least one significantly different characteristic, such as color,
immunity to disease, size or shape, etc.

In addition, the Plant Variety Protection A~t 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 Protection
in the Department of Agriculture. Grants under the Plant Variety
Protection Act are called certificates of plant variety protection.

NonstatutOry Subject Matter

(a) Specifically excluded by statute. Cer t a fn subject ma t ter is
specifically excluded from patent protection by the patent law itself. The
principal example is the exclusion of certain plants, as noted in the
preceding sec tion.

Some subject matter which might o t he rwI e fall into the statutory
classes defined under the patent law is excl ded by other statutes. For
example, the Atomic Energy Act contains a blanket provision exc-Lud Lng from
patent protection any invention or discovery which,is useful spiely in the
utilization of special nuclear material or atomic energy in any atomic
weapon. Anti-radiation agents have been deemed not to constitute such
special nuclear materials and are, therefore, statutory subject matter.

(b) Discoveries. Often considered as a class of unpatentable subject
matter is that which is so broad as to be ,incapable, as a practical matter,
of adequate definition and/or which is not really new but was merely
unknoWn or unappraciated previously. 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 occutringarticles.

(c) Other. Another class of subject matter has been excluded by judicial
construction and includes, for example, printed 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) Uti li ty

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 applicant describe how to use the invention:

"The specification. shall contain a 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 whi2hit pertains, or with which it is most
nearly connected, to make arid use the same .•. "

(C) Nonobviousness

The following provision was incorporated in the 1952 Patent Act as 35
U.S.C. Sect. 103, Conditions for patentability; non-obvious subject matter:

"A patent may not be obtained though the invention is notidentisally
disclosed or described as set forth in section 102 of this title, if
the difference between the subject matter sought to be pa t'en ted. would
have been obvious a t the time the invention was made to a .pe r son
having ordinary skill in the art to which .saLd subject matter
pertains .... It

Even if 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 knovn , 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 obvious 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 Conditions

(a) Abandonment

35 U.S.C. Sect. l02(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
abandoning a pa ten t app lica tion and abandoning the inven tion it di sc loses.

12
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5. PATENT APPLICATIONS AND PROSECUTION

Who may apply for a patent

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 subj ect 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 innbcent
mistake in omitting a joint inventor or in erroneously joining a person as
an inventor.

Preliminary Search

Since a patent is not always granted when an'application i~ 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 discover 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
filed.

The search may be conducted in the Se'ar ch Room of the Patent and
Trademarks Office,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 mad'e by the Patent and Trademark Office during the
examin~tion of an application, but only serves a preliminary purpose aathe
name indicates. The Patent and Trademark Office examiner may, and often
does"reject-.c.laims... in !in!ipplica tion.ontlJe.ba.s.is. of prJorupa.tentS.or..
publications notfound.in the preliminary search.

The Application

The application for a patent is made to the Commissioner of Patents
and Trademarks and includes:

1. A written document in the English language which comprises a
specification (description), claims, and an oath or declaration;

2. A drawing in those cases in which a drawing is possible;
3. The filing fee

14
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prior United Slates and foreign patents, and such prior literature 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 ac t Lon" mailed to his attorney or agent. The.
reasons for any adver~e 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 patentable 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.

(c) Applicant's Response

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 th;, exallliner's
action. It must also respond to every ground of objection and'fejection in
the prior Office ac tion. "

';;;"""

After response by the applicant, the application will bere'examined
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 secdnd, 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 c l a Lm which 'is rejected, or appeal the rejection. If any
claim is allowed , the applicant mus t comply wi th any requirement or
objection as to form.

Interviews with examiners maybe arranged, but an interview does not
remove the necessity forr~sponding to .office actions within the required
time, and tneactio11' o f the' 'Pa ten t Office is'ba il'e'd·';oTelyonthewritten····".. ·,· .....
record.

As a result of the examinatidn by the Patent and Trademark, Office,
patents are granted for roughly two out of every three patent applications
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: CONCEPTION AND REDUCTION TO PRACTICE

Introduc tion

35 U.S.C. Sect. l02(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 reduction to practice 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
conception by the other."

Thus, the United 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 Lnven t Lon ; For accuracy,
however, it should be noted that even in this country, one's date of
invention is presumed to be·one' s application filing date. The presumption
is rebuttable, however, whereas in "first to·file"countries i:t J is not.

For the purpose of determining what constitutes themakingc 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 andreduc t Lon to prac tice have occurred, whe ther separa tely or
simultaneously.

One should remember, however, that under Federal 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 ofei ther. This contractual defini tion
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
this serie:sentitled "Patent Rights under Government Contracts."

Conceptioll

"Conception" has been defined by one court as follows:

"The:conception of the Lnven t Lonvco'nsLs t s in the complete performance
of the mental 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,

18



NCUltA

Reduction to practice

'"

PATENTS AND PATENT RIGHTS

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 (I) embodied in some
physical form which is (2) used to demonstrate its workability.

Physical embodiment involves the actual construction 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 physical embodiment be
tested to determine whether it performs as contemplated, 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
w~ll operate under normal working conditions for a reasonable length of
time. The nature of testing required to establish actual r educ t Lon to
practice depends upon the particular facts of each case.

.:~:.

Tests have been held to establish a reduction to pr a c t Lce-when they
show actual performance of the intended function with 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 use. The invention need not pass the test with flying colors. A
single successful use of the invention is sufficient to establish its
actual reduction to practice.

Reduction to practice is not equivalent to commercialization, and it
is not necessary that the invention be capable of commercial exploitation

''Without''furtherre finement.

Constructive reduction to practice

A reduction to practice may be either actual or constructive. An
actual reduction to practice involves the Rhysical construction or carrying
out of the invention. The actual reduction to practice of a process occurs
when the constituent 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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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 ...

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 renewed 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. Commercialization 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 diligence in preparing and filing the patent applicaton.)
However, an unreasonable delay in filing after an actual reduction to
prac tice, 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. 102(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 uninterrupted 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 diligence by an
inventor must be cor r obo r a t ed ; 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 on which they occurred.

A party who was· the first to reduce to practice, 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
inventilr •..Suchrigh tca..nnot l>e.res)JrrectedbYJhex:ea.f teE.takings teps to... _
file a patent application, even if such steps ·are taken before an·opponent·
enters the field. Howeve r, eventhoug!1 an inventor has suppressed or
concealed his invention, he will be entitled toa patent where his filing
date is earlier than his rival's date of actual reduction to practice.
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The policy of awarding a patent only to the first inventor is the
basis for interference proCeedings. An interference arises when two or
more inventors claim the same invention and seek to determine which
competing claimant made the invention first and is entitled to patent
rights in it.

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 USCl35). In an action
instituted under that section, the question of priority is determined by
the Board of Patent Interferences. A party dissatisfied with the decision
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.

Interference-actions involving the government most often r'e su l t when
the government requests rights in a patent application filed by a party who
allegedly reduced his invention to pr ac dce ",i th federal funds. Such
interference actions generally are authorized by agency enab l Ingjs ta tu te s ,
Those statutes pr ovLde that the Commissioner shall forward certaip 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 useful starting point:

1. General Information 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 and.va summary
of the contents are reproduced as Attachment 2 to this material. 'The price
is 1983 was approximately $125.
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NCUM PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

Introduction to

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

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 snd 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 connection with the negotiation and administrstion
of sponsored resesrch agreements.

Copies of this and other units in the series may be obtsined from
NCURA Hesdquarters.

Other Guidsnce

This series is intended to provide university research
administrators with only sn introduction to the basic concepts of
intellectusl property. Those who require s 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 snd University Attorneys.

User Feedback

This material is intended to be·self-improving. Users are,
therefore, invited to forward comments, suggestions and new materials for
the next revision to:

Chairman, Committee" on Professional Development
National Council of University Research Administrators

··,···(}ne.·Dupont·Ci·r.d,e·F,N.•·W., .S·ui.te.: 618 .
Washington, D.C. 20036

Copyright @) 1984 Massachusetts Institute of Technology and
Nationa l Counci 1 of Universi ty Research Administra tors
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NCURA PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

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 govefnnment may grant a patent under the authority
of the patent laws, however, does notin.and of itself give the government
a right to use it. To obtain this right, the government must acqut re 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 a.s 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 btlsinessor 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 contracts with small businesses
and non-profit organizations. This is determined in accordance with Public
Law 96-517, OHB Circular A-124, the implementing Federal Acquisition
Regulations (FAR Chapter 27), and agency supplements.

Public Law 96-517 creates a dichotomy in federal policy regarding the
disposition of patent rights inventions arising from federally supported
research and development efforts t (i.e., in "subject inventions"), between
small business firms and non-profit organizations on the one hand, and
private enterprises not qualifying either~asa small business firm or
non-profit on the other. It establishes a uniform policy for all federal
agenCies, except the TVA, thereby replacing some 26 different policies .

.._-- ----.~-,,-

PL 96-517 and the implementing regulations are, therefore, of major
importance to universities in. the dete.rmination of patent rights and
ownership under federal research grants and contracts, and are the focus of
this paper.

4
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3. OMB CIRCULAR A-124

Public Law 96-517 was initially implemented by OMB Bulletin 81-22,
which university representatives felt did not accurately reflect fhe 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. f t

It is important for university representatives to be familiar with OMB
Circular A-124 to ensure that the Lmp Lemen t Lng 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 rel~te to
universities, since they have been picked up almost verbatim, or'with
non-substantive modifications, in the various Federal agency supplements.
For this reason, OMB Circular A-124 is not included in the a pperidd ce s ,

However, in order to avoid confusion, the following section explains
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.

Standard Patent Rights Clause

OMB Circular A-124 s tipula tes tha teach "funding agreemen t" (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 Marth
1982 that clause was intended to be used only in contracts with small
bus inesses and domestic nonprof it organiza tions. Itowever, the Presidentia 1
Memoraridiimof' F"bi'liary1983sflpula t"d 'fftii tallFederafagentieawQuld"
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). Consequently, 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 - Re t en t Lon by the
Contractor (Short Form)," and is the clause contained in Appendix 2 to this
paper.

6



NCURA PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

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: Those who have read the GAO report prepared at the request
of Rep. Albert Gore concerning the contract between Massachusetts Gen­
eral Hospital and the Hoechst Company of West Germany, will recall the
statement belpw (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 conceded by a GAO. representative familiar with the report:

GAO: "Care must be taken, however, that no Federal funds directly
or in<Urectly support the research 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. In 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."

3. Supplemental projects

OMB: "Notwi ths tanding the right of research organiza tions 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 wQuldremainapplicable to any invention I conceived or first
actually r ed uc ed to practice in the performance' of the project.
Separate accounting for the two funds used to support the project in
this case is no t t,~e determining factor."

4. Simultaneous, closely related projects

OMB: "To the extent. that a non-government sponsor establishes a
ptoje'ctwhich, .a Lthough closely 'related,. falls"'o-utside" t.hevpLanned- 'and->
committed activities ofa government funded project and does not
diminish or distract from the performance of such activities,
inventions made in performance of the non-gove~nment sponsored project
would not be subject to the conditions of the Act. An example of such
related but separate projects would be to expand scientific
understanding in a field, 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 are 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

8
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Where Federal Rights Apply

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

In those situations in which the Federal government acquires rights in
an invention by having funded the r e seaxch "in whole or in part," and the'
licensing of the invention is, therefore, subjeetto OMS 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
FAR 52.227-.11

Ref: Federal Register
pa~e in Appendix 2

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

(i) Preference for United States industrl. Exclusive licensees must agree
that products embodying the subject invention will be manufactured
substantially in the United States. Ref: l2990~R

(j) March-in rights. Government may require granting of al~cense to
responsible applicant(s) under certain specified circumstances and
subj ec t to procedural safeguards. Ref: l2990-R

(k) Special provisions for contracts with nonprofit organiza tions.

(1) Rights may not be assigned without Federal agency approval except
to patent management organizations which meet the criteria set forth
therein. Ref:1299l-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' excl usive license, no t counting time for pre-marke t' regula tory
clearance, with fields of use differentiated). Ref: l2991-L

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

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

On March 30, 1984, Federal,Acquiaition Circular 84-1 was published in
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
framing their own regulations until FAR 27.4 is eventually issued.)

Federal agencies have generally incorporated 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. In 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 administrators 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 1298?

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 in contracts for
experimental, developmental, or research work where the contractor is a
smal1 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
AppendiX 2, and was reproduced from the same Federal Register at pages
12989 through 12991.

l:lp~"y"J;, Subpart 27,3, "P"tellt Rights underGovernm~nt Contra~ t.s,"
intertwines the guidance roi: all types Hoi 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
organized in a way which parallels the material in 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 o f 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

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

. In order to simplify the use of Subpart 27.3, we have listed below the
sec tion 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 1. No comments- are provided where the material is
self-explanatory.

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
is also cross-referenced to the corresponding paragraph, if any, in the
standard clause. For example, "Ref: l2990-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 Register as reproduced in Appendix 2.

Subpart 27.3

Ref: to 52.227-11
para. (if any) in
F.R. (Appendix 2)

27.300

27.301

Scope (12978-R)

Definitions (12978-R)

Same as short-form clause but different order

Ref: l2989-L-(a)

27.302 Policy (12979-L)

(a) Introduction - Origin and objectives

(b) Contractor right to elect title

(c) Government license

Td) --- Goveriun""t ri.ghtto-r;;~eiV"etii:1e--

(e) Utilization reports

(f) March-in rights

(g) Preference for United States Industry

(h) Minimum rights to contractor

(i) Confidentiality of inventions

14
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Subpa·rt 27.3

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

Ref: to 52.227-11
para. (if any) in
F.R. (App~ndix2)

(d) Additional requirements (12982-L) - Contract modifications to require
contractor to provide listings, reports, information, notices,
copies of documents, confirmatory instruments, etc.

fe) Revocation or modification of contractor' sniinimum rights ­
(12982-L) - (covers written notice and appeal procedures
applicable to revocation under Section 27.302(h)(2).

(f) Modification, waiver, or omission of rights of the Government or
obligations of the contractor - Not applicable to unive.rsities;
applies to contracts not subject to 35 U.S.C. Chapter 18.

(g) Exercise of march-in rights (12982-R) ­
States procedures governing the exercise
of march-in rights set forth in paragraph
(j) of the clause at 52.227-11.

.. (h) Licenses and assignments under contracts
with nonprofit organizations - Covers
restrictions on assignment, and on the
terms of exclusive licenses.

Ref: 12990-R,(j)

Ref: 12991-L-(k)

27.304-2 Contracts placed by or for other government agencies.

27.304-3 Contracts for construction work or architect-engineer services.

27.304-4 Subcontracts (12983-R) Ref: 12990-M-(g)

(a) Policies and procedures of this 'subpart apply to all contracts at
any tier. Hence, a contractor ~warding a subcontract, and a
su~contractor 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 .

. UniversItIes should "lwaysre.<;.eive~he ..cla)Jse.at52.2p..~U 1I111ess•... '.
an alternate clause is adopted in accordance with Subpart 27.3:'

(b) Disputes to be resolved by agency contracting officer in
consultation with counsel.

(c) "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



-,

NCURA
.

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

APPENDIX 2

FAR 52.22}-ll, 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 CircularA-124 was revised in the Federal Register of
March 20, 1984 to be applicable also to other than small business firms and
non-profits. That clause is now FAR 52.227-11, "Patent Rights - Retention
by the Contractor (Short Form)" and is reproduced 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 substitutes
for a close reading of the paragraphs themselves.

In order to facilitate a comparison of this clause with Subpart 27.3
in Appendix 1, each paragraph listed below is also cross-refer~nced 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 column, Federal Register, as reproduced in Appendix 1.

Standard Patent Rights
Clause at FAR 52.227-11

Ref: to Subpart 27.3
Section (if any) in
Fed.Reg. (Appendix 1)

( a)

(b)

Definitions (12989-L)

Allocation of Priricipal Rights (12989-M)

Ref: 12978-R-30l

Ref: 12979-L-302(b)
Ref: l2979-M-302(c)

The" coritractOrmay elect to tak"tftl e'tll'a'iiY'sublectTnvetiUori,"
with a non-exclusive, paid-up license to the United states to practice
the invention or have it practiced on the government's behalf.

(c) Invention disclosure, election
of applications by Contractor Ref: l2984~M-305

Note: The time periods referred to in each subparagraph below are
critical and should be s,tudied in detail from the clause itself.

18
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Standard Patent Rights
Clause at FAR 52.227-11

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

Ref: to Subpart 27.3
Section (if any) in
Fed.Reg. (Appendix 1)

(f) 2. Contractor will require employees, other than clerical and
non-technical, by written agreement to disclose inventions and
cooperate in filing and establishing government rights.

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

(f) 4. Contractor will acknowledge Federal support and rights in the
patent application and any, patent issuing~

(g) Subcontracts (12990-M) lef: 12983-R-304-4

Contrac tor wi 11 include this clause, suitably modified, in subcon­
tracts, regardless of tier, for experimental, developmental or
research work to be performed by a small business firm or nonprofi t
organiza t Lon ,

(h) Reporting on Utilization of
Subject Inventions (12990-M) Ref: 12979-R::'302(e)

Contractor will submit reports no more frequently than ann'1!illy on
utilization of subject inventions or on efforts at obtaining it.

(i) 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
waiver by the Federal agency permitted under certain circumstances.

(j) March-in Rights (12990-R) Ref: l2979-R-302(f)
Ref: l2982-R-3D4-l(g)

fheFederal agetlcy;TitHaccordancewi th proceaures Hi'F124;" may
require the licensing of others in a field of use if it determines
that such action is necessary for any of four reasons stipulated in
the clause.
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•

•

•

•••

•

•

27.200
27.201
27.2ot~1

27.201-2

27203·3

27.2.02
21.202-1
27.202·2
27.203

25.403 [Amended)

12. In section 25.403. paragraph (a) is
amended by changing "$169.000" 10 read'
"$161.000".

25•.co5 [Amencled]

13. In .ection-25:405~ the introductory
text and paragraph (e) are amended' by
changins "$169.000" to read ''161~OOO'':

25.40a IAmended I

14. Section 25.406 is amended' by
alphsbetically inserting "Maritime
Administration of the. Department of
Transportation" and "Peace Corps"ta
the list

15. A ,,~"" Part 27 is added to read' as
follows:

TABLE: OF CONTENTS
27.000 -.~ope -of part..

SUBPART 27.1-<lENERAL
27.101 Applicability.
27.1OZ Reserved.
27.103 Policy•
27.104 General guidance.

SUBPART 27.2-PATEHTS

':1..203-4

t:1.2Q3..5

In paragraphs (aJ and (~) change
"$169.000" to reed ·'161.000",

Paragraph (b) is revised to read as
Collows:

25.402 Policy.

(bJ Except when waived under section
302[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.

27.2lXH1

27'-

27.2Q4..1
27.204-Z

Scope ot subpart.
Authorization and consent.
ceneret,
Clauses on authorization and

consent,
Notice and assistance.
General.
Clause on notice and aestatanca,
Patent indemnification of

Government-by contractor.
21.2O:J..1 GeneraL

". 21.ZQ3·Z -nClauses;JQr.£ormally..•dynUlN-.- .... ·
contracts (excluding
construction).

Negotiated 'contract. (excluding
construction).

Clau... (or negotiated ccn!:::~;

{excluding construction'.
Clause for construction contracts

and for dismantling.
demolition. and removal of
improvement.! contracts.

Clau•• rOf Government waiver or
indemnity.

Reporting or royalties­
anticipated. or paid.

GenersL
Solicitation provision for royalty

information..

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•.

•

•
[d)ldenli~al bids sltall be reported

under this section if tIt~ agency has
some reason to believe tltat tlte bids
resulted from ~ollusion.

6. Section 13.000 is revised to read as
follows:

PART 13-SMALL PURCHASE AND
OTHER SIMPLIFIED PURCHASE.
PROCEDURES

PART 2s-FOREIGN ACQUISITION·.

-- ....

PART 22-APPUCATION OF LABOR
LAWS TO GOVERNMENT
ACQUISITIONS

6. In section 13".30Z. paragraph (a) is
revised to read as follows,

1~.302 Conditions 10<use.

•

• •
Subpart 22.1o-(Reserved)

9. The title and text of Subpart 22.10.
consisting of sections 22.1000 through
22.1015. are removed. and tlte.subpart is
reserved.

[a) Individual orders do nolexceed
sas.ooo, except that executive agencies
may establish higher dollar limitations
for specified activities or items.

25..co1 [Amended)'

10. In section 25.401. tlte table in.
"Deslgnated country" Is amended by
adding "Israel' to tha list,

11. Section 25.402 is amended as
Iollows:

..

3OSIO-Ot12­
3090-0172-­.......74
......'10
:I:JClO..Ot72.......":IOlIO-4OOO •

. ..................
......l7Z
......110_10..................
3010-0"0
30'O··~:n10
3D8CJ.;0110

......". 13.000 Sco- of -.. .,. 3010-0110 . ......... ...

3080-0'110 This part prescrices policiu-"and
:::~~: - procedures for the acquisitional
3010-01'" supplies..nonpersonal services. and

Instruction from commercl
:JCl9O..Ot2Q' the aggregate amount or-which does not
3OIO-C120. exceed S25,{X)(t.:
::::: 7•.msection 13.101. t1ie definition of
308CJ..012O "Small purchase" ia revised to read as
:::~: follows:......,""
3090-01211 13.101 DeflnitJonL
3090-0120 •
......t ..
309C)..011S "Smatl purchase"means an
:::~;~acquisition of supplieanonpersonal
3Oao-Gl15: services. and construction in the amount­
3OlJO..Ol1S of$ZS.ooo or less using" the procedures
......". ib d i thi3080-4105 prescn e 1Il 8· part.
309O-OtM" •

••••

SF~A

SF .....
SF"
SF ...
SF ..
SF 35
SF U.
SF '20
SF ...
SF 255
SF 273.
SF.,.
SF 27S

SF'"""...SF'_SI' ,_

"",_
SF''''SF '..,,7

SF''''
SF'''U'.
SF '4'2
SF ''''3SF , .., •.
SF '4'1
SF''''SF 1424.,.,..."" ,..,
SF '.28.
SF 1421;SF ,_

SF 1431
SF 1432
SI= lA.33
SF 14'

SF''''
SFt'"
SF 1437
SF,_
SF 1431
SF 1...-0
SF 14'3
AloctIIn'~

',...-

Subpart 3.3-ReportlO at SUlOpecled
AnlilOlst VIolations

3. Section 3.302 is revised to read as
follows:

3.302-1_ 3.302.-2. [AlfI1OYedl

4. Subsections 3.302-1 and 3.302-2.arit·
removed,

5. In section 3.303•.paragraph (d)ls
revised to resd as follows:

PART 3-IMPROPER BUSINESS
PRACTICES AND PERSONAL
CONFUCTS OF INTEREST

Z. The beading for Subpart 3.3 is
revised to read a. follows:

3.302 C_ftnltJonL

··ldenticatbids"means bids for the
'same-nrifHtem that 'are-determined ,tobs
identical as 10 unil'pri~e or total line
item amount, with or-without the.
appltcation of evaluation fa~tors (e.g.,
discount at' transportation cas t],

'"Line item" means an item ofaupply
or service. soecified. in an. invitation (or
bids. for whicb tit.. bidder must bid a
separate" price~
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•
..

27.203-4 Clauses for negotiated contracts
(uctudlng ~onstructlon).,

(a) The contracting officer may insert
tne clause-at 52.221-J, Patent
Indemnity-

(1) As authorized in 27.203-1Ib)(z)(ii):
and

(2) Except as prohibited by 27.203­
ub], in solicitations anticipating
negotiated contracts (and such
contracts) for supplies or services
(excluding construction and dismantling.
demolition. and removal of

-,

. (b) Th. contracting officer .haUlna.r!
the clause with lts Alternate I In aU R&D
solicitation. and contracts (includlng
tho.e for construction and architect.
engineer sei'vicescalling exclusively for
RW work or exclusively for
experimental work), unless both
complete performance and delivery are
outside the United Slates. its
possessions, and Puerto Rico. When a
proposed contract involyes both R&D
work and supplies or services. and the
R&D work is the primary purpose 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 usa the basic clause. Also,
when a propcsed contract involves
either R&D or supplies and materials. in
addition to construction or architect­
engineer work. the contracting officer
shall use thebaslc clause.

(c) If the solicitation or contract i. for
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 . Notice and aaslstance,

27.202-1 General.

The contractor is required to notify
the contracting officer of all claims of
infringement that come tothe
contractor's attention ln connection with
performing a Government contract. The
contractor 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 account of
any alleged patent or copyright
infringement arising out afar resulting
from the contract performance.

" 27..202..2".,:CJauae on,notlc•..andn$jstanc••.

The contracting officer shall insert the
clause at 52.227·z..,Notice and
Assistance RegardingPatent and­
Copyright Infringement. in supply.
service. or research and development
soltcitationa end contracts '(including
ccnetrucuon and architect-engineer I

contracts] wW<;h antictpate a contract
value above the dollar limit ser forth at
13.000. except when small purchase.
procedures apply or both complete .
performance and delivery are outside
the United States. its possessions. and
Puerto Rico. unless the contracts
indicate that the supplies.cr other
deliverablesare ultimately to be
shipped into one of those areas.

a7.203 PatenUndemnl11••don 01 lnsart the clause at 52.227·3, Potent
Go.emment by .ontract.... Indemnity, In forma II)' adverUsed
27.203-1 GeneraL contracts for supplies or services

(a) To the extent set forth in this (excluding construction and dismantling.
section. the Government requires ?emohhon. and ~emoval of
reimbursement for liability for patent lII1prov~mentsJ.If the contracting officer
infringement"~risingout of or resulting detemun,es that ~e sup~liesor~ervices
from performing construction contracts (or s~ch l~efi1S wlm relatively minor
or contracts Iorsupplles or services that modlfic~tIons)normailyareor have
normally are or have been sold or been ~old,or offere~ f?r .ale by any
offered for sale by any supplier to the supplier to the public In the commercial
public in the commercial open merket or ?pen market. Also the clause may be
that are the same as such supplies or included as authorized in 27.203-
services with relatively minor 1(bJ(2)(.).
modifications. Appropriate clauses for (b) In solicitations and contracts
indemnification of the Government are (ex"!uding those for construction) that
prescribed in the following subsections. call rn part for specific components,

(b) A patent indemnity clause shall sllare parts. or.services lor such items
not be used in the following situations: With relatively minor modifications) that

(1) When the clause·at5Z,227.1, normally are or have been sold or
Authorization and Consent, with its offered for sale by any supplier to the

_ Alternate I. is included in the contract, public in the commercial open market.
except that in contracts calling also for the contracting officer may use the
supplies of the kind described in clause with Its Alternate I or II. as
paragraph (a) above. a patent indemnity appropriate. The choice between
clause may be used solely with respect ' Alternate I (identification of excluded
to such supplies. Items) and Alternate n [identification of

(2) When the contract is for supplies lnclu~ed items) should be based upon
or.services. (or such items with relatively stmpncity, Government administrative
minor modiflcations) that clearly are not conve~lence ~~,d esse of identification
or have not been sold 0' offered for sale of the items. .,.
by any supplier to the. public in the (c) In solicitattons and contracts for
commercial open market. However. 8 commumcauonservtces and faciHties
patent indemnity clause may be where performance is by a common
included in 0) formally advertised ,carrier. and the services are unregulated
contracts to obtain an indemnity and are not priced by a tariff schedule
regarding specific components. spare set by a regulatory body. use the basic
parts. orservices so sold or offered for clause with its AltemateIII.
sale (see 27.203.2(b) below), and (ii) .
contracts to be awarded (either by _27.203-3 Negotlated contracts (excluding

formal advertising or negutiationjif 8 con.truett,o".). .
patent owner contends that the A patent indemnity clause is not
acquisition would result in patent required 1n negotiated contracts. {except
infringement and the prospectiveconstroction contracts covered. at 27..203-
contractor; after responding to a 5J. but-may be used as discussed in
solicitation that did not contain an 27.203-4 below. A decision to omit a
indemnity clause. is willing to indemnify ~atent i~demnity clause in anegotiated
the Government against such . fixed-price contract described in: this
infringement either (AI without increase subsection should be based ana price
~~Pl'i.ce.on,~e basis, [~'at the patent is eonsid.era~ion tot~e G~vemment for the
invalid or not infringed: dr'IB)'for1lt1lel" ,-_JOI'~gO.'l)gll)d_ernnlfic~tIon~ghts
good reasons. normally, received oy"comrrier"cfiil'"--·'

(3}When both performance' and purchasers of the same supplies or
delivery are to be outside the United services.
States, its possessions. and Puerto Rico.
unless the contract indicates that the
supplies or other deliverables are
ultimately to be shipped into one of
those areas,

(4) When the contract ia awarded by
small purchase procedures.

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

27.203-2 C..- I.... lonnally advortlsed
c:ontra<:IS (e.dudl"'.l con.truellon~

(a) Except when prohihited by 27,203­
tfbt ebove. the contracting officer shaU

..



,
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27.204-4 Clause lor ,~eportlng of rovalUee paid. Such circumstances might include.
(foreign). , . for example. either a pending

In solicitations contemplatina Government anti-trust action or
negotiated contracts (and such prospective litigation on the validity of a
contracts] 10 be performed outside the patent or. patents or on' the
United States. its possessions. and enforceability of an agreement (upon
Puerto Rico. regardless oftheplace of which the contractor or subcontractor
delivery. the contracting officer shall bases the asserted obligation) to pay the
insert the clause al'52.227-8. Reporting of royalties to be included in the larget or
Royallies {Foreign}. - contraclprice.

21.205 AdJustment of royalties. 27.20&-2Clause for refund of royalties.
(a) If at any time the contracling The contracting officer shall insert the

officer has reason to believe that any ciause aI52.227-9. Refund of Royalties.
royalties paid. or 10 be paid. under an in negotiated fixed-price contracts and
existing orprospective contractor solicitations contemplating such
subcontr.act are inconsistent with contracts if the contracting officer
Government rights, excessive. or determines that circumstances make it
otherwise improper. the facts shall be questionable whether or not substantial
promptly reported to the office having amounts of royalties will have to be
cognizance of patent matters for the paid by the contractor or a
contracti~ activity concerned. The subcontractor at any tier.
cognizant office shaU reviewthe.
royalties thus reported and such 27.207 ClaSSIfied contracts.
royalties as are reported under 27.204 27.207·1 General
and 27,208 and. In accorda~ce WHh (a) Unauthorized disclosure of
agency procedure•• ~hall ..t~er classified subject matter. whether in
recomm~md appropnate actIOn,to the patent applications or resulting from the
contracting officer o~. If authorized, shall issuance of a patent. may be a violation
take appropn~te action: .' of 18 U,S.C. 792 et seq. (Espionage and

(b) In coordination With the cogruzant Censorship). and related statutes. and
office. the contractmg officer shall may be contrary to the interests of .
pro'."ptly act to protect th? Governm~~t national security.
agamst. payment of royalties on suppnes (b) Upon receipt from the contractor
or servl~e.... , , of a patent application. not yet filed.

(1) \'11th respect to w~.,ch the., that has been submitted by the
Government h~s a royalty-free license: contractor in compliance with paragraph

(2) At,a rate 10 exces.s of the rate at (a) or (b) of the clause at 52,227.10. .
which the Govemm~n.t IS. licensed: or. Filing of Patent Applications-Classified

(3) When .the roya.~hes. m ~holeor rn Subject Matter. the contracting officer
part ctherwise constitute an Improper shall ascertain the proper aecurtty
charge: .... .. . . classification ofthe patent .applicatton.

(eLln ~pproprtat~ cases. ~he . . Upon a determination that the
contracting officer in coordma,tlOn With application contains classified subject
th~ cogruzant office shall obtain a matter. the contracting officer shall
refund pursuant to any refund of _ inform the contractor of anv instructions
royalties clause; in the contract [see deemed necessary or advisable relating
27:206J or negotiate for a reduction of to transmittal of the application to the
royaltIes., , . United States Patent Office in

(d) For gwdance in evaluating . accordance. with procedures in the
informalinn furnished pursuant to 27.204 0 f 0 f Ind . 1

·iiild21.205fa) above, .e.3i:20S-:J7 and" " .'s:%:AW'!:i~~~~I-toerJ:1g:fegu~~:fj~g .' C._

31,311-34. See alsa 3~.109 regarding Classified Security Information. If the
adv~ce un.dersta.ndmgs o~ particular material is claasified vSecret't or higher.
cost Items. including royalties. the contracting officer shall make every
27.208 Jlefund of royalUes. effort to notify the contractor of the

determination wrthin 30 days; pursuant
21..20&0'! Gen.-...... . . to paragraph (a}or thp .....lause.

When a fiXea·price contract is (c) In the case of all applications filed
negotiated under cirenmstancee that under theprovisiona of this section
make it questionable whether or not 27.2f17. the contracting officer. upon
substantial amounts of royalties will receiving the application serial number,
have to be paid by the contractor or a the-filing date. and the information
subcontractor. such royalties may be furnished by the contractor under
included in the target or contract price. paragraph (d) of the clause at 52.227-10.
provided the contract specifies that the Filing of Patent Applicationo-Classified
Government will be reimbursed the Subject Matter. shall promptly submit
amount of such ray.allies if they are not that information to personnel having

cognizance of patent matters 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 Application....
Classified Subject Matter. must be
considered and acted upon promptly by
the contracting officer in order to avoid
the loss of valuable patent rights of the
Government or the contractcr.

27.207-2 Clause for clasSified contracts.
The contracting officer shall insert the

clause at 52,227-10. Filing of Patent
ApplicalionS-Classified Subject
Matter. in all classified solicitations and
contracts and in all solicitations and

-contracts where the nature of the work
or 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 GOVERNMENTCONTRACTS

27.300 SCope 01 subpart.
This subpart prescribes policies.

procedures. 'and contract clauses with
respect to}:tlventions made in the
performance of work under a
Government contract or subcontract
thereunder.if 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.
andc!auses as specified in agency
supplemental regulations.

27.301 Definitions.

"Invenriori.vas used in this subpart.
means any invention or discovery that is
or may be patentable or otherwise
protectableunder Title 35 of the U.S.
Code.

"Made." as used in this subpart. when
used ill relationta any invention. means
the conception or first actual reducnon

. t_o._pI'.act.~~~_9f_~.lw,hjQ"y.ftp.JtQ_~~ -.nc".c-_,

"Nonprofit organ{zation...· as usedIri
this subpart. 'means a domestic
university or ether' institution of higher
education or ari crgamzanon'of the type
descnbed in secuon 501(cH~)oi the
Internal Revenue Code of 1954 (26 U.S.c.
501(cll and exemotfrotn taxation under
secti~n501(a)of the internal Revenue
Code (28 U.S.C. 501(a)). or any demesne
nonprofit scientiftc oreducanonal
organization qualified unders State
nonprofit organization statute.

"Practical application." aa used irithil
subpart. means to manufacture. in the
case of a compositlon or product to
practice. in .the case of a process or
method: orto operate. irt the case of a
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[I) Because the contractor or alSipee
haa not taken. or ia not expected to tak.­
within a reasonable lime, effective stepa
to achieve practical application of the
aubject invention in such field of uae;

(ii) To alleviate health or safety needa
which are not reasonably satisfied by
the contractor. assignee. or thelr :
licensees: .

(iii) To meet requirements for public
use specified by Federal regulations and
auch requirements are nol reasonably .
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
seil any subject invention in the United
States is in breach of its agreement
obtained pursuant to paragraph (gJ
below.

(2) This right oC the agency shaU'be
exercised only after the contractor has
been provided a reasonable time to
presenl facta and show cause why the
proposed agency action should net be
taken. and afforded an opportul)ity to
taka appropriale action ifthe contractor
wishes to dispute or appeal the
proposed action. in accordance with
27.304-1(gJ, . /

(g) Preference for United Stales
industry. Unless provided otherwise in
accordance with 27.304-1(0, contracts

. provide that no contractor which
receives title to any subject invention
and-no assignee of any such contractor
shall grant to any person the exclusive
right 10 use or sell any subject invention
in the Uniled States unless such person
agrees Ihat any products embodying the
subject invention or produced through
the use of the subject invention will be
manufacturedsubstantiaUy in the
United States. However. in individual
cases. the requirement for such an
agreement may be waived by the a~cncy

upon a shuwtng by the contractor or
assignee that reasonable but
unsuccessful effortS have been made to
grant licensesonsimilar terms to
potential licensees that wouldbeIikely
10rIlliifufacfutesuDslaritially ui'the
United Stales or thai under the
circumstances domestic Jt1anufacturei.
not commerciaUy feasible.

(h) Minimum rig.~ts to coptractor. (1)
When the Government acquires title to a
.&ubject invention. L"Je contractor is
normally granted a reveeable,
nonexclusive. royalty-free license 10 that
invention throughout the world. The.
contractor's license extends to ita
domestic subsidiaries and affiliates. if
any, within the corporate structure of
which the contractor is.e pert and
includes the right to grant aublicenses of
the same scope to the extent the

contractor waa legally obllgateq·to do so
at the time the contract was awarded..
The license is transferable only with the
appeoval of the contracting officer
except when transferred 10 the
successor of that pert of the contractor's
business 10 which the invention
pertains.

(2) The contractor's domestic license
may be revoked or modified to the
extent necessary to achieve expeditious
praclical application of the subject
invention pursuant to an application 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
geographicalareas 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 foreip country may be revoked or
modified to the extent the contractor, its
licensees. or its domestic subsidiaries or
affiliates have failed 10 achieve practical
application in that country. See the
procedures at 27.304-1(e).

(i) Confidentiality of inventions. The
publica lion of information disclosing an
invention by any party before the filing
of a patent applicancn may create a bar
to a valid patent. Accordingly. 35 U.S.C.
205 and OMB Circular A~124 ora vide
that Federal agencies are authorizedto

. withhold from disclosure to the public
information disclosing any invention in
which 'the Federal Government owns or
may own a right. title. or interest
[including a oonexclusive license) for a
reasonable time in order fora patent
application 10 be filed. Furthermore,
Federal agencies shan not be required to
release copies of any document which is
part of an application for patent filed
with the Uniled Slates Patent and
Trademark Office or with any foreign
patent office. The Presidential
Memorandum on Government Patent
Policy specafies that agencies should
~r.ot.ect the,c:o.nfide.~tlaiIt1.ofiIlve,~tion

-"-"'di~iaos-ure·sana patertfa-pplicitions' :
required in. performance or in
ccneecuence oi awards to the extent
permitted by 3.<; U.S.C. 205 or other
applicable laws.

27.3(l1 Cont~etcfal"'S.

In contracts (and solicitations
therefor) for experimental
developmental, or researeh work (but
see 27.304-3 regarding contracts for
construction work or architect-engineer
services), a patent rights clause shall be
inserted as follows:

[a, (1) The contracting officer shail
insert the clause at 52.227-11.Patent

Righti-Retentioft by the Contractor
(Short Form). If all the following
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), Ihe

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

Adminislration (NASAJ, any other type
of contractor,

(ii) No alternative patent rights clause
is used iitaccordance with paragraphs
(c) or (d) below or 27.304-2. .

(2) To the extent the Information is not
required elsewhere in the contract. and
unless otherwise specified by agency
supplemental regulations. the
contracting officer may modify
paragraph (0 of the clause to require the
contracttirto do one or more of the

· foilowjng:
(i) Proviqe periodic (but not more

frequently·than annually) listings of ail
subject inventions required to be
disclosed during the period covered by
the report:.

(ii) Provide a report prior 10 the
closeout of the contract Hating all
subjecf inventions or stating that there
were none.

[iii} PrllVide notification of all
subcontracts for experimental.
developmental, or research work.

llvl 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.

(vl Furnish the Government an
irrevocable power to inspect and make

· copies of the patent application file.
(3) U the acquisition of patent rights

for the benefit of a foreign government is
required under a treaty or execanve
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 right to
sublicense foreigngovemments or
international organizations pursuant to
any·existing-or future .trea ty.,or
agreement. the contracting officer shall
use thedause with; its Alternate L

(b) (1) The contracting offieer shall
insert the clause at'52.227-12. Patent
Rights-e-Retention by the Contractor
(Long Form). if .11 thP. follOWing
conditions apply:

(i) The contractot is other than a small
business firm or nonprofit urganraation,

{til No altem.ative clause is used in
accordance with paragraph (c) or (d)
below or 27.304-2-

(iii) The contracting agency is one of
those excepted under subdivision
(a 1(1)(i) above.
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" (d) Additional requirements. (I) If 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 or the following:

(i] Provide periodic (but not more
frequently than annually) listing.!! of all
subject inventions required to be
disclosed during the period covered by
the reporL -

(ii) Provide a report prior to the
closeout of the contract listing aD
subject inventions or st~g that there
were none.

(iiiJ Provide notification of <UJ
subcontracts for experimental.
developmental. or research work.

(ivl 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
invenlitin inany country in which the
contractor haa applied for patents.

(vJ Furnish the Government an ­
irrevocable power to inspect and make
copies of the patent application file.

(2) To th.. extent pravided by such
modification (and automatically under
the terms of the clauses at 52.227-12 and
-13), the contracting officer may require
the conrractor to-c

[i] Furnish a copy of each subcontract
containing a patent rightsclause (but if
a copy of a subcontract is furnished
uncieranother clause. a duplicate shall
not be requested under the patent rights
e1ause); .

(til Submit interim and final invention
reports listing subject invendons 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 contractor has
retained title; and _

(iv) Submit periodic reports on the
utilization ofasubjecUnventionor on
efforts.atohtair.inguliJization that are.·
being made by the contractor or its
licensees or assignees.

(3) The contractor is required to
deliver to the contracting officer an
instrument confirmatory of all rights to
which the Government is entitled and to
furnish Ute Govemmeat an Irrevocable
power to inspect and make copies of the
patent application file. Such'delivery

-should normally be made within 6
months after filing each pa tent
application, or within 6 months after
submitting the invention disclosure if the
application has been previously filed.

(e) Revocation ar modification of
contractor's minimum rights. Before
revocation or modification of the

contractor's license in accordance with
27.302(h}(Z). the contracting officer will
furnish the contractor a written notice of
intention to revoke or modify the
license. and the contractor will be
allowe-d 30 days (or such other time as
may be lluthorized by the contracting
officer for good cause shown by the
contractor) after·the notice to show
cause why the license should not he
revoked or modified. The contrastor 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.

(fJ~odificatjon. waiver,.oromission
of rights of the Government or
obligations ofthe contractor. (1) In
contracts-not subject to 35 U.s.C.
Chapter 1& an agency may modify.
waive. or omit. in whole or in part. any
of the rights of the Government or
obligations of the contractor described
in 27.302(c} through (h) if the agency
head or designee determines at the tittle
of contracting (1) that the interests of the
United States and the general public will
be better served thereby as. for
example. where this is necessary to
obtain a uniquely or highly qualified
contractor. or [ii] that the contract
involves cosponsored. cost sharing; or
joint venture research and development.
and the contractor. cosponsor. or joint
venturer is making a substantial
contribution of funds. facilities. or
equipment to the work performed under
the contract.

(2) Any modification. waiver. or
omission of tfie.rights of the Government
shall be in writing and accompanied by
a written statement of facts justifying
the determination. Inasmuch as these
rights are normally considered the
minimum rights necessary to prated the
interests of the United States and the
general public under the policy and
objectives of 27.302(a)(1). such
statement must specificefly-c-

(i)Oeacribe the. extent to which the.
Government's rights are tobe modified.
waived. or omitted:

(ii) State the facts and rationale for
such modification. waiver. or omission:
and

(iii} Include a statement as to why the
~.tcrcst~ of the United States and Ihp
general public will be better served by
such modlficanon. waiver. or omission
under the policy and objectives of
27.302(a)(1). with particular emphasis on
(AI ensuring that the Government
obtams sufficient rights to meet its '
needs competitively and at the lowest
cost when reiinquishing the­
Govemment'sroyalty-free license rights.
(BI protecting the public against nonuse

or unreasonable use of inventions
arising out of the contract when
relinquishing march-in rights intended to
prevent suppresaion of such inventions
and to assure their availability to meet
health or safety needs or regulatory
requirements. and (C) promoting the
public availahility of such inventions
through commercialization by United
States industry and labor.

(g) Exercise afmarch-in rights. The
following procedures shall govern the

. exercise of the march-in rights set forth
in 35 V_S.C. 203. paragraph (j] of the
Patent Rights-Retention by the
Contractor clauses. and subdivision
(c)(l)(ii) of the Patent Rights- ..
Acquisition 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 contractos in writing of
the information and request informai
written Dr oral comments from the
contractor. In the absence of any
comments' from the contractor within 30
days the agency may. at its discretion.
initiate theprocedures below. If a
commentIs-received. whether or not
within 30 days. then the agency shall.
within so days after it receives the
commenteither 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 shall be
initiated bvthe issuance of awriUen
notice by the agency head or a designee
to the contractor and its assignee or
exclusive licensee.as applicable. stating
that the Government has determined to
exercise march-in rights. The notice
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

~. Sp'e'cify tit" 'fie1d'0 rfleldaof-use' in'which"
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-in
rights shall be made by the contracting
officer. a8 a final decision for purposes
of the Contract Disputes Act in
accordance with 33.011_

(3) These procedures shall also apply
to the exercise or march-in rights
against inventors receiving title to
subject inventions under 35 U.S.C. 2021 d]
and. for that purpose. the term
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rights clause In any lower-tier contract
in accordance with the policies and
procedures of this subpart. For instance.
when the clause at 52.227·13 is in tha
prime contract becausatha work is to be
performed overseas. any subcontract
with· a nonprofit·organization would
contain the clause at 52.227-11.

(b) Whenever a prime contractor or a
subcontractor considers the inclusion of
a particular clause in a subcontract to
be. inappropriate or a subcontractor
refuses to accept the proffered clause,
the matler shall ba resolved by the
agency contracting officer in
consultation with counsel.

(c) 1\ is Government policy that
contractors shall not usa their ability to
award subcontracts 8S economic
leverage to acquire rights for themselves
in inventions resulting from .

· subcontracts.

27.3lJ4-S Appaals.
[aj The agency official initially

· authorized to take any of the following
actions shaD" 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 invention disclosure period under
subparagraph (c)(4J of the clauses at
52.227-11 and 52.227-12.

(2) A request for a conveyance of title
to the Government under 27.302(d)(1)[i]
through (vJ. _ .

(3) A refusal to grant a waiver under
27.302[g). Preference for U.S. Industry.

(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(hj[3j. '

(b) Each agency shall establish and
publish procedures under which any of
the agency actions listed in paragraph
[a) above may be 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

·consistency'with, thepoliey .and­
objectives of 35 U.S.c. 200-206 and this
subpart.

(c] Appeala procedures established
under paragraph (b) above shall include
administrative due process procedures
and standards for fact finding at least
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 titla under 27.302(dj(1)(i) through (v)
including any dispute as to whether or
not an invention is a subject invention.

(d) To the extent that any of the
actions described in paragraph [a)
abnve are subject to appeal under the

Contract Disputes Act. the procedures
under that Act will satisfy the
requirements of paragraphs (b) and [c]
above.

27.30S:. 'Adminiatration'" patent rights
clauses.

27.30~ t Patent ri9ht. follow-up.
[a) It I. important that the

Government and UIe contractor know
and exercise their rights in inventions
conceived 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 Government,
the contractor. and the public to avoid
wmecessary payment of royal ties and to
defend themselves against claims and
.uits for patent infringement. To attain

. these,ends. eentractshaving a,patent
.tights clause should ba so administered
that-

(1) Inventions are identified,
disclosed. and reported as raquired by
the contract. and elections are made:

(2) The rights of the Government in
such inventions are established:

(3) Whare 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
8S 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 tor administration qf the
rights of the Government in the
invention.

21.3050-2 Follow.....p by contractor.
(a) Contractor procedures. If required

by the applicable clause. the contractor
shall establish and maintain effective
procedures to ensure its patent rights
·obligations-aremet and that subject·.
-inventions are timely identified and
disclosed-and whee appropriate. patent
applications are filed.

Ib) Contractor reports. COiltractors
'hall submit all reports required by tha
yalent rights clause to the contracting
officer or other representative
designated for such purpose tn the
contract. Agencies may. in their
implementing instructions. provide
specific forms for use on an options!
basis for such reporting.

'17...305-3 Follow-up by Government.
(alAgencies shall maintain

appropnate follow-up procedures to

protect the Covernment's interest and to
check that aublecttnventions are
identified and disclosed. and when
appropriate. patent applicalions are­
filed. and that the Government's rights
therein are established and protected,
Follow-up activities for contracts, that
include a clause refarenced in 27.304-2
sball be coordinated with the .
appropriate agency.

(b) Thecontracling officer
administering the contract (or other
representative specifically designated in.
the contract for such purpose) is
responsible for- receiving invention
disclosures. reports. confirmatory
instruments. notices. requests. and other
documents and information submitted
by the contractor pursuant to 8 patent
rights clause. If the contractor fails to
furnish documents or information 8S
called for by the clause within the time
required. tha contracting officer shall
promptly request the contractor to
supply the required documents or·
information and. if the faHurepersists.
shall-takeappropriate action to secure
compliance. Invention disclosures.
reports. confirmatory instruments.
notices. requests. and other documents
and information relating 10 patent rights
clausesshatl be promptly furnished by
the contracting officer'administering the
contracf(or other designee) to the
procurmg.agency or contracting activity
for which theprocurement 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 contract
obligations. Government effort to review
and correct contractor compliance with
its patent rights obligations should be
directed primarily towards contracts

't.&iii;'becausii'of th"nafur"'o{ the .
research. development. or experimental
work or tha large dollar amount spen t
on such work. are more likely to result
in subject tnventions significant in
number or quality. and towards
contracts when there is reason to
believe the contractors may not be­
compiying with their contractual '
obligations. Other contracts may be
reviewed using a spot-check method. as
feasible. Appropriata follow-up
procedures and activities may include
the investigation or review of selected
contracts or contractorsby those
qualified in pa tent and lechiiical ma tters
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PART 52-SOLICITATION
PROVISIONS ANO CONTRACT
'CLAUSES

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

•

•

•

•

•

•

•

•

•

•

•

52.227-1 Authorization and.Consent.
52.227:"2 .Noticeand Assistance Regarding

Patent and Copyright Infringement.
52.227-3 Patent Indemnity.
52.227-4 .PatentIndemnity-c-Construction

Contracts.
52.227-5 Waiver of Indemnity.
52.227-6 Royalty Information.
52.227-7 Patents-c-Netlce of Government

Licensee.
52.227-8 Reporting of Royalties(Foreign).
52.227-9 Refundof Royalties.
52.227-10 Filingof Patent Applications­

Classified Subject Matter.
52.227-11 Patent Rlghts-c-Retentlcn by the

Ccntractor jghort Form).
52.227-12 Patent Rights-e-Retentlcn by the

Contractor (Long Form).
52.227-13 Patent Rights-Acquisition by the

Government.

[b)· • ·'Contractors may not supply
a foreign end product with a total value
of$161,OOO or more unless the foreign
end product is a designated country end
product (see FAR 25.401). or unless a
waiver is granted under section 302 of
the Trade Agreements Act of 1979 (see
FAR 25.402(bJ).

Authority: 40 U.S.C. 486(c}: Chapter 131.10
U.S,C.: sod 42U.S.C. 2453(c).

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

19. In paragraph (b) of the contract
clause at subsection 52.225-9. the last
sentence is revised to read as follows:

52.225-9 Buy American'Act~Trade

Agreements Aet-Bal.ance of Payments
Program.

52.227~1 Authorization and Consent.

As prescribed at 27.201-2(..). Inseet'the
following clause:

AUTHORIZATION AND CONSEtlU .
(APR 1984) .,.

fa) The Government authorizes and
consents to all use and manufac)W:'~in

performing this contract or any ~

subcontract at any tier. of any invention
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

Government 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 [ii] specific written f

instructions given by the Contracth{g
Officer directing the manner of
performance. The entire Iiablllty 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 Iower-tlereubcontractj.and the
Government assumes liability for all
other infringement to the extent of the
authorization and consent hereinabove
granted.

(b) The Contractor agrees to include.
and require inclusion of. this clause.
suitably modified to identify the parties.
in all subcontracts at any tier for
supplies or services (including
construction, architect-engineer
services, and materials. supplies,
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 not.affect this authorization and
consent ",

(End of clause) [R 7-103.221961 )AN)
Alternate I [APR 1984). The foilowing

is substituted for paragraph (a) of the
clause:

(a) The Government authorizes and
consents to all use and manufacture 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}
Alternate II [APR 1984}. The following

is substituted for paragraph [a] of the
clause:

(a) The Government authorizes and
52.227 [Removed] consents to all use and manufacture in

20. Section 52.227[Reserved] is the performance of any order at any tier
removed. or subcontract at any tier placed under

21. Subsections .s2.~227~1 through. . this contract' for communication services
-52-.227~tj areadded 'tlf'read:as·C6tt'ows:-: .'··-and:faeilities-for which ratesceharges,-...

and tariffs are nat established by a
8Ryemment regulatory body. of any
'ibven;toadescribed in and covered by a
United slates patent [I) embodied in the
struch,lfJJor composition of any article
the dellirery of which is accepted by the
Government under this contract or (2)
used in macmof!'l;!, tools. or methods
whose use necessarily results from
compliance by the contractor or 8

subcontractor with specifications or
.written provisions forming a part of this
contract or.with speciflc written
instructions given by the Contracting

PART 31-CONTRACT COST
PRINCIPLES AND PROCEDURES

27.601 ,General.

Agencies shall provide all necessary
rules and regulations as are required for
the proper application of the laws and
policies of the Ll.S. Government
regarding-

(a) Elimination in agreements between
domestic concerns and foreign
governments or foreign concerns of
charges for the use of patents in which
the U.S. Government has a royalty-free
license or of charges. in agreements for
the use of data that the U.S. Government­
has a right to use and disclose to others.
that is in the public domainor that was
acquired by the U.S. Government with
the unrestricted right to use, duplicate.
or disclose and to have or permit others
to do so;

(b) Foreign license and technical
assistance agreements between the U.S.
Government and United States domestic
concerns;

[c] Guidance on negotiating contract
prices and terms concerning patents and
data, including royalties, incontracts
between the U.S. Government and a
foreign government or foreign concern;
and

(d) Regulations and guidance on
controls on, the exportationof data
relating fa certain designated items.'
such as arms or munitions of war, and
guidance on reviews of agreements
involving such data (see 22 CFR 124).

31.205-18 fAmended)
16. In subsection 31.205-18,

paragraphs [c)[I)(i} and [c)(l)(v) are
amended by changing "$4 million" to
read "$4.400.000". and paragraph
(c}(l}[ii) is amended by changing
"$500.000" to read "$550.000".

data, and other data made available 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. Protecttng.thts 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
considerations to strike a balance
between the Government's need and the
contractor's economic interest.

SUBPART 27.5-RESERVED
,

SUBPART 27.6-FOREIGN LICENSE
AND TECHNICAL ASSiSTANCE
AGREEMENTS

12966
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52.227-6 Aoy~lty Information.

As pr escnbed at 27.204-2. insert the
following provision:
ROYALTY INFORMATION (APR 1984)

fa) Cost or charges for royalties.
When the response to this solicitation
contains costs or charges for royalties
totaling rnure than $250. the following
information shall be included in the
response relating to each separate item
of royally or license fee:

{1} Name and address of licensor.
, {2J Date of license agreement.

{ContI'acting Offjeer identify the patents
by number or by other means ifmore
Clppropriate).

(Enfr <>fclauseJ[AV·7'!(j4·5fb)1950~·
JAN)

...........................................................

...........................................................

PATENT INDEMNITY-,.CONSTRUC-
TION CONTRACTS (APR1984J
Except Be; otherwise provided, the

Contractor agrees to indemnify the
Government and its officers, agents, and
employees against llability, including }
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
Issuepursuant tce Secrecy Order under
35 U.s.C. 181J arising out of performing
this contract or out of theuse or
disposal by or for the account of the
Government of supplies furnished or
work performed under this contract.

[End of clause) (R 7-802.16 1984jUN)
Alternate I (APR 1984) Designate the

first paragraph as paragraph(aJ and add
the following to the basi" clause as
paragraph [b):

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

[Contracting Officer specifically iden­
t1[Y the item to be excluded]

(R 7-802.16[b) 1966 APRJ
NOTE: Exclusion from indemnity of

specified, identified patents, as
distinguished from items, is the

. exclusive prerogative of the agency
head or designee [See 27.203-llJ.

52.227·5 Waiver of Indemnity.

As prescribed at 27.203-6. insert the
following clause:
WAIVER OF INDEMNITY [APR 1984)
Any provision orclause of this

contract to the contrary
notwithstanding. the Government .
herebv authorizes and consents to the
use and manufacture. solely in
performing this contract; of any
invention covered by the United States
patents identified below and waives
indemnification by the Contractor with
respect _to such patents:

52.227-4 Patent Indemnlir--Construction
Contracts.

As prescribed at Zi.203-5. insert the
following clause:

..................... " .

Governmenl of such supplies or
construction work.

(b) This indemnity shall not apply
unless the Contractor shall have been
informed as soon as practicable by the
Gov£111!'lenl of the suit or aclion alleging
sucfFlhlringemenl and shall have been
given such opportunity BS is afforded by
~~able laws, ruJes,·or regulations to
participate in its defense. Further, this
indemnity shall not apply to (lJ an
infrtTIgement resulting from compliance
with specific written Instructions of the
Contracting Officer directing 8 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. [ZJ an infrin~ement resulting
from addition to or change in supplies or
components furnished or construction
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 fina! decree of a court of
competent jurisdiction.

(End of clause) (R 7'-104.5 1975jUNJ
.Alternate I (APR 1984). The following

paragraph [cJ is added to the clause:
[c) This patent indemnification shall

not apply to the following items:

Officer directing the manner of
performance.

(R 7-1702.5[a) 1971 APRJ

ICantracting Officer list and/or identify
the items to be excluded from this
indemnity]

[R 7-104.5[a) 1964 SEP)
Alternate II [APR 1984). The following

paragraph [c) is added to the clause:
{a} This patent indemnification shall

cover the following
items: ; , .
[List and/or identIfy the items to be in­

cluded under this indemnity) [R 7­
104.5(a) 1364 SEPJ

'2.227-3 Potenllndemnlty. Alternate III (APR 1984). The
Insert the following clause as following paragraph is sdded to the

prescribed at 27.203-1[b), 27.203·2(a), or clause:
27.203-4(aJ[2)as applicable: () As to subcontracts at any tier for

PATF..NT I!\I1JE.\.fNITY {APR1964} communication service, this clause shall
" .fa]Tf~ (;Q.ntI'a.~~9rJih.aJ.1 indemnify.the --. apply..only. tc.indivldual.cemmunieatton-
Covemment and its officers. agents,and service authorizations over SS.OOO issued
employees against liability, including under this contract and covering those
costs, for infringement of any United communications services and facilities'
Stales patent {except a patent issued {1} that are or have heen sold or offered
upon an application that is now or may for sale by the Contrac-tor to the public.
hereafter be withheld from issue (2) that Can be provided, over
pur-suant to aSecrecy Order under as commercially availabl e equipment-or
U.S.C.181J arising out of the (3J that involve relatively minor
map..ufactureor delivery of supplies, the modifications.
performance of services. or the [R 7-1701.101971 APR)
construction, alteration, modification, or
repair of real property {hereinafter
referred to as "consteuctton work"}
under this contract. or out of the use or
disposal by or for theaccounj of the

52.227-2 Notice and Asalstance
Regarding Patent and Copyright
Infringement: • '.1 ,.

As prescribed a t 27.202-2. insert the
following clause: _.
NOTICE AND ASSISTANCE REGARD­

L"<G PATl':NT .AND COPYRIgHT IN­
FRINGEMENT (APR 1984). t ''f
[a) The Contractor shall report 10 the"

. Contracting Officer. promptly.and in
reasonable written detail. each notice or
claim of patentor copyright
infringement based on the performance
of this contract of which the Contractor
has knowledge. • .

[b) In the event of any claim or suit
against the Govemlllent on account of
any alleged patent or copyright
infringement arising outof the
performance of this contract or out of
the use CraDY 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
Contractor has agreed to indemnify the
Government.

{c} The Contractor agrees to Include.
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
oct forth in 13.000 of the Federal
Acquisition Regulation (FAR).

[End of clause) [R 7-103.23 1965 JAN)
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te detect fl'iluea 1000".with
conlrael abIi~.

Id) FaUoW'-Uj> activities .ahould
include. where apprapriBta, 1lIe of
GovenIIIIl$t palAmt penonnel-

UJ To interviaw "lUcy teclmical
penoDDel te ideDtlf, IIOV81
developmanll made in CODlraeta;

IZ1To review teclmical raporla
submllled bYOODtracten with COSDiZaDt
agency leclmical penonne!: . .

(3) To check the Official Gazelle of
the United SlIte. Patenl and Trademark
Office and ather BDurceo far palenll
issued 10 the contractor in fields related
tu ill Govemmanl contracts: and

(4J If addllional informalion i.
required. to have cognizant Government
personnel interview contractor .
persermel regarding work under lbe
contract involved. observe the work.on
site. and inspect laboratory notebook.
and other records 01 the contractor
related to work under the contract.

(e) If it is detennined lbat a contractor
or subcontractor does not have 8 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 42.5J.When a contractor fails to
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, lbe
contracting officer may require the .
contractor to make available for .
examination books, records, and
documents relating to ·the contractor's
inventions in the same field of
technology as the contract effort to
enable a detennination ofwhether there
are suehInventfons and may invoke the
Withholding of payments provision [if
any) of the clause. The withholding of
P1!Yl'lg~tspro~-j"ionJif any).of the !laten.t
rights. clause ·or of any other contract
clause may also be invoked if the
contractor fails to disclose a subject
Invention. Significant or repeated
Iallarea by a contractor to comply with
the patent rights obligation in its
contracts shall be documented and
made a part of the general file [see
4.801(c)(3J).

27.3050-4 Cor-vayanee of Invention rights
acquired by the Government.

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

interest in an iDwDti"" b7 _I. IIIis
is narmaJly • al'liobed~ aD

IUiBnmeDt either from each invenlar ID
!he CODtraetor and from the contractor
ill the Govemmlllt,. orfl'llllllb. inventor
to the Govll1'IIIIIent with the conoenl of
thl _tractor, III thelthe chain of title
fraIj, the invenlDI' te the Governmen1 is
derrly eotabliohed. When the
Govel'DllUlnt'l righll are Umiled to I
Iicenoe. there should be I coofinnatory
instrument to -that effect,

(hJ The fonn or conveyance of title
from the inventor to the contractor muat
be legally sufficient to convey the righll
the contractor is required to convey to
the Government Agencies _y. by
supplemental instruction•. develop
suitable essignments. licenses. and other
papers evidencing any righll of the
Government 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.

27.30~5 Publication or release of
Invenliondlscloaur...

(a) In accordance with the policy at
27,302[i). to protect their mutuel
interests. contractors and the
Government should cooperate in

- deferring the publication or release of
invention disclosures until the filing of
thEdirst patent application. and use their
best efforts to achieve prompt filing
when publication or release may be
imminent. The Government wi:ll. on its
part and 10 the extent authorized by 35
U.S.C.205. withbold from disclos",e 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 iJ:1 order for patent
applications to be filed. The policy in
27.302(i) regarding protection of
confidentiality shall- be followed.-

(bf'Tbe Government will also us.
reasonable efforts to withhold from
disclosure to the public for a reasonable
time other information 'disclostng a
reported invention included in any data
delivered pursuant to contract
requirements; provided. thai the
contractor notifies the agency as to the
identity of the data and the invention to
which it ~e!ate;9,at the ti~e cfdelivery of
the data. Such notification must be to
both the contracting officer and any
patent representative to which the
invention is reported. if other than the
contracting officer.

27..301 I' .... _ell. :c-.d patent
rIg_ to third partla.

[a] A contJ'act with a lDIaD buainess
firm "r aooprofil organization will not .

. cantria. pnI'ririGDell~ the
Govel'lllDent ~ requile thelicensing 10
IhinI prrtiea of m....ntiono owoedby the
oontraetor thOlt are not IR!bject
inveJltionlllftJesl such ptOYieian bas'
be.. approved by the 1gency head and
wrillen justificalion hal beelHigned bY
the'ISBncy head. Any sucIt prov;eioD
will clearly slale whether the Iiceneing
may be required in connectioll with the
practice of a subjecl invention. a
specifically idel'ffifl8d wwk-ab;ect. in­
both. The agency head meT _ ilelepta
the authority to aPProve aoch pravisionl
or to sign justifications required for such
provisions: '

(b) The Government will not require
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 a
work object of the contract and that
such action-is necessary to aChieve the
practical application of the subject
invention or work object, Any· such
determlnaticn will be on the record after
an opportunity for a-hearing. and the
contractor shall be given notification of
the determinauon.by certified or
registered mail. The not.ficattcn shall
include a statement that any action
commenced for judicial review of such
determination must be brought by the

. contractor within 60 days after the
notification.

SUBPART 27.4-RIGHTS IN DATA AND
COPYRIGHTS'

27~"Ol General.

It is necessary fat Government
departments and agencies, in order to
carry out their missions and programs.
to acquire or obtain access to many
kinds of data developed under or used
in performing their contracts. Such data.

--, "-~i"re r-equTt;ediii o-t"der''tinJbtauf""--· -.--- '." .'.
competition among suppliers; to meet
acquisition, needs: to ensure logistic
support: to fulliIl certain responsibilities
for disseminating and pubhshing the
results of their activities; to ensure
appropriate use of the results of
research..development. and
demonstration activities: and to meet
other programmatic and statutory
requirements. At the same time. the
Government recognizes that its
contractors. may have a property right or
other valid economic.interest in certain
data resulting from private investment.
and that the protection from
unauthorized use and disclosure of this

<,

"

•



27.304·2 Contracts placed by or10r oth~
Govemment agencleL _

The following procedures apply .unless
agency agreements provide otherwise:
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"conlrscto<''' a. used hereiD aIoaIl be la) Wbea .. Go_I agency ming of palent appIic::rtiaaa wberetheW
deemed tc inclDde the iDnDt.... requests mother Gov..."",.",t Bl"'DC)' '" Gov=-ftCI5v•• title. Md the

(4)The CllDtrlEtao. aRill"" or awanla CDIlInIct OD ita IMobalL tile cnstody. """lnll. BDd~ thereof.
excluaive Heap-. wiI1_ be~ed requesl should explain any special union provided otberwiBe ill tile
10 grllllt ali<:euol aod ta c..nmment circumstances surroundillll the contract inslr1lr::liam·...tbe:r asre ii' with
will ""I gram ....r 1lceue natil aiter and specify and furnish lbepatent rfghts the cw:txacti:lli "I"""J.
eitborliJ IIIl days fmm Iloe dale of the clause to be used. NormaUy. the clause
contradGr'.~ of Iloe c:ga,tractirIg ..~U be ina~ willa tile JliDlicin Z7.3lJ4.3 Co - .eu tor l:OnlIlNClIOA wort<
officer's deciaiaa. if .... appeal olthe and proceduna of thia .w,part. JL ·or .-at_'.....- .
depision has been made '" a Board aI howeva.. the :equeat .\alas that a clause fal U • P.lIi<:italicm « CDUtia:t foI:
Contract Appe.b·and If no actiOll haa of the requ.eaq apncy la r.oqulrod IILI.. cwst,,_ wodt « arcbiteca =8i.....
been brough! under 41 CAC.llIlll.within beca..e r;;istatp.ory reqlliremeota a servicu basas a pa!JlOIe U.
that lime.or em tb& board or ""uri baa deviatina. or exa:eptional ein·urns/enee.) perfanrlaDce oloxpesh '.1
made afiDllI decisilll1, in c;ases when BIl that clause shan be used rather th&D dev.lop....maJ. ..........a.wark • tal
appeal or action baabeen !>rousht those of thia ,"",part. and-evaluatioa atadies ......mag s-=II
within 90 day> of the contracting II} If the requestllatea that an agency work and callHOO'... ClUl be a:;>ecte<l
officer's decision. clause is required arid. the work ID be 'to involve, the design of • Conm",,,,,t

(h) Licenses and assignments under performed under the ""ntracl ia not facility Ill' at IlDYO! llnIeture~ machines.
contracts with nonprofit organizations. severable and is funded whoJll' or in produdll. materiala, pn>c....... or
If the contractor is a nonprofit . part by the agency. then thai agency equipmenl /incltrdingcnnstruction
organization. the cl.ause at 52.227-11. clause and no oth~r patent rights clause equipment). It .lmIIlnclade a palent
provides that certain contractor actions shall be included 10 the contract. . rights clause selected in accordance
require a$en~ approval. a~ specified (2) Ifthe request stales that an agency' with the policies and procedures of this
helow. AgenCIes sh~ll. provide clause IS required, and the work to be Subpa1127.3.
proced?,"es for obtal~lDg. such approval. performed und~r thec.ontract IS (b) A solicitation or cor-tract for

(~) RIghts to a subject Invention 10 the severable and IS only In part for, the . constmction work or architect-englneer ,
U,:"ted States may not be assigned . ~equestiDg agency. then th~ wor~ whIch services that calls for or can be
Wlthout the approval of the contracting IS on be~alf of the ~equestin8 agency expected to involve oniy "standard
agencyexcept where s~ch assignment shall be ldenliI'ied 10 the contract. and types en construction" to be bunt by
IS mad~ to an orgamzat~on which has as . the ~gency clause shall be made • previously developed equipment,
one of ItSpnmary functions the ., applicable to that portion, In such methods. and processes shall not
man~gement of lDv~ntlcns and which IS sttuaucns, the remammg pc~tion of the include a patent rights clause. The tem..
not. Itse~, e?saged ~ or does not hold a work lfor the ag.enCJ. awardI:,!! the "standard types of construction" means
8ubst~nt~?llnterest.In~ther contract) shall~W1sebe 1(:~enttfied. constructlcn in which the distinctive
crgamzaucns engaged In the and the,appropnate patent rlgh~s clause features. if an", in all iikehhood will
manufacture or sale of products or the [if requlre.d] shall b~ made ,pplicable to amount!" co -;"ore than-
use of processes that might utllize the that r!'malOlng portion. • .. ,
invention or be in competition with (3) If the request states that an agency [1) Vanab~?SlO .size. shape, or
embodiments of the invention [provided clause is nol required in any resulting capacity of o>nOJWlSe ~tructurally
that such as~ignee will be subject to the contract. then the appropria.!e patent orthodox and =YentlanallY,ac~g
same provlsI0 llS as the contractor). rights clause shan be used. If a patent r structures Ql'~a group.msso or

(2) The contractor may not grant rights clause is required.' . (2) Purely art:stic nr esthetic (as
exclusive license. under United States (b) Where use of the specified clause. dlsltngn:shee from func:!oMlly
patents or patent applications in subject or any modiflcaticn waiver. or omission signific~.,t) Ci~c.hiteetural configuratians
inventions to persons other than small of the Government's right. under any and designs of both struclUll&l and
business firms fora period in excess of provisions therein.requires a written nonstrucazal :7!p.n1bel'3 ~ gronpings..
the earlier of- determination. the reportingof such which m.y or n:sy not be sufficiently

(i) Five years from first commercial determination. or a deviation. if any novel Or':&la:~turiaus" to qUalify for
sale or use of the invention; or such acts are required in accordance design protection under the design

(Ii) Eight years from the date of the "with 27.303[d)(2). 27.304-1(1)[2). or 1.4, it patent or copyrijJ/rtJa", ..
e~cJusivelicense,ex£eptingtnaUime .. csllallhe the respoll$ibUity oLthe'2i.304-4SUbciilitiliCiS.u
before regulatory agendes necessary to reques~ng~geDcy to.make such . ,
obtain premarket clearance, unless on.8 determmation. submit the required fa} The pohaes and procedures
case-by.case basis the contracting reports, and obtain such deviations. in covered by this·subpart' apply to all
agency approves alonger exclusive consultation with the contracting contIBctsat any tier. Hence. a
license. If cxc!u5i,,;c field of use licenses aSP-ney. unless otherwise a~r2ed contractor awarding a subcmrt:ract and a
are granted, commercialsale or use in between the contracting and requesting subcontractor awarding a lower·tier
one field of use will not be deemed agencies. However. a d8\-':ation to a subcontract that bas 8sa purpose the
commerclai sale or use as to other iieiris :;pccificd cl;::uscof the rcq:.:cs~ing conduct of experimental. deve!ap!!1~nta!.
of use. and a first commercial sale or agency shall notbe m,ade without prior or research work is required to
use with respect to a pro,duct of the, approval oftha~ ~ge~cy.. d.etermine th~ appropriate patent rights
invention will not be deemed to end the {e] -The requesting agency, may Clause to be mcludedthat IS consistent

- ~xclusive period todifferent subsequent req~ir~. andprnvide i11:structions . with these polic:es and p~ocedures.
products covered by the invention. regarding. the forwardlOg or handhng of G.ncrally, the c,.use at eIther 52.227-11.

any inve!lti9n disclosures or other 52.227·12. or 5.2.227-13 is to be used and
reporting requirements of the specified will be sO specified in the patent rights
clauses. Normally the requesting agency clause contained in the higher· tier
shall be responsible for the handling of contract. but the contracting officer may
any disclosed inventions. including the direct the use oia patticular patent
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title in the Jordgn country involved
mi~ht be required. In addi!iun.:I!:c
Alternate may be modifi~d to provide
for direct Iicl!:lsing lJy the contractor of
Ihe foreign.government or International
erganizatiun.

27.304 Procedure s,

.. _ ••• _. _ ... • 00_ 129111

Chapter 18 otTilIe 3S of the Uniled
Stutes Cede.

(iii) Il is determined by a Covcmmcnt
authority whlch isauthu;i;:I:U by statute
or executive order to conduct foreign
lntc :lig~nce .nr countertntelllgence
activities that restnctioa or elimination
of, the nght tc retain any subject
invcntion is necessary tu protect the 27.304-1 General.
aecunty of such autivitlea. ... _..

(2) AllY determination under (a) Greater rights dete.-mmr tJons.
subdivision (tJ(ii) above will bein Whenever the contract cont~lns the
writing and accompanied by a written claus~~!52.227·13..Patent R:ghts-
statement of facts justifying the Acquisition by the Governm.ent.th;e
determinutlnn. The statement 0.( facts contractor (or an employee-mventor uf
will contain such information as the the contractor after consultation with
aK~nr.)' deems relevant and. at a the contractor) may request greater
minimum. will (i) identify the rights t? an ide~(ifie~ invention.within
crgemzattonlnvclved. (ii] describe the the penod specified m such clause.
extent, to which agency action restricted Requests for greater rights ma,Y be
or eliminated the right to retain title to a granted if -the agency bead or designee
subject invention. (iii) state .the factlt determines that the interests, ofthe
and rationale support:ng the agnncy United States and the general public w ilI
action. (iv) provide supporting be better served thereby. In making such
documentation for those facts and determinations. the agency head or
rationale. and (vJindicate the nature of designee shall consider at least the
any objections to the agency action and following objectives:
provide any documentation in which (t) Promoting the utilization of
those objections appear. In .the case of inventions arising from federally
contracts with small business concerns supported research and development.
or nonprofit organizations. a copy of (2) Ensuring that inventions are used
each such determination and written in a manner to promote free competition
stat('me~lorfacts will be sent .to the and enterprise.
Comptroller Generol of the United (3) Promoting public availability of
States ~:Ith:n 30 days after the award of inventions made in the United States by
Ihe applicable funding agreement. In the United Slates industry and labor.
case of contra,cts w,lth small business (4).En9uring that the Government
concerns. copies wtll also be sent to the bt . fr. . I . hI . fed II
Ch · rC I' Ad f th S II 0 oms su rcien rig s on re P.rJ. y-Ie ounse lor vocacy oe rna,,;· .' ....,
Business Administration. supported Inventions to-meet the needs

[e] To qualify for the clause aI52.227. of th~ Gov~mmenl andprctect the
11. a prospective contractor maybe' publlc ,agalns.t nonuse or unreasonable
required by the agencies excepted under use of Inven~lOns, . . .
subdtviston (a)(IHi) above to certify that (b) Retention of rights by inventor. If
it is either a small business firm or a the contractor docs not elect to retain
nonprofit organization. If one of these title to a~ubject invention. the as7"cy
agencies has reason to question the m~y consider and. after consultation
status of the prospective ccntractoe. the Wltht?e con~actor.grant. requests for
agency may file a protest in accordance retenh?n of rJ~hts. by the I~ventor. .
with 13 eFR 121.3~5 if amall business Retention of fights by themventor will
firm. s:tatUB ·is-quesHonedor· require-the .. ~be .su.bje.ct JoJhe. ~Q,~Q.iI,i9Jl:ljl1,- .....
prospective contractor to furnish paragraph (d) (except subparagraph
evidence of it. slalus a. a nonprofit (d)(I)]. subparagraph (f)(4). and
organization_ paragraphs (hJ, (IJ, and I,] of the

(f) Th. Allernat.. 10 the clauses at applicJble Patent Righls-.Retention by
52.2.27·11. 52,227·12~ a~d·52,227-t3. as the Contractor clause.
app!ic30!e, may be modified by deleting (c) Co~·ernme.nt us:;:"gnment to
the reference to future trcaties or contractor ofrights in GO"'ernment
agree:ncnt5 or by oth~rwise more . employees' inventions. When a
narrowly definingda.5ses of (ulure.". Government employee is a coinventor of
treaties or agreements. It may:alsa.be an invention made under a contract with
modified to make clear that the rights a small business firm or nonprofit
granted 10 the foreign government or organization. the agency employing the
international organization may be for coinventor may transfer or reassign
additional rights beyond a license or whatever right it may ac:quirein the
suhlicen:!e if 80 required by the subject invention from its'employee to
applicable treaty or international the contractor. subject to the conditions
sgreement. For example. in aome cases of 35 U.S.C. Chapler 18 and OMU
exclusivc licenses or even a::lsi~nmentof Circular A·124.
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(2) If lhr: acquisition orp:l~rnf righls

fur the beneflt oCa ford.:;n government is
required under a trea ty or exccuuve
agreement orif lhei:l~.:nc~·head or a
designee dntcrmiaes at the timeaf
contracting that it would be in the
national Interest to acquire the right.to
eublfcennu foreign governments or
tntemuuonu! or;:;i1:1.iZ;ttions pursuant to
any exisring()1" ruture'trcatyor
agreement. theccotructmgojficer shall
use the clause with its Alternate r.

(e) (1) The contracting officer ahall
insert the clause at 52.2'2:7·13. Patent
Rights-Ac'luJliition by the Covernrnent,
if any of the rollowing conditions apply:

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

(ii) The work ia to be perfonned
outside the United States, its ­
posaessions. and Puerto Rico by
contractors that are not small business
firms. nonprofit crganteatlons as defined
in 27.301. or domestic firms. for
purposes of Ihis subp.,agraph,the
contracting officer may presume that a
contractor is not B domestic firm unless
it is known that the firm is not foreign
owned. CUll trolled. or influenced, (See
27,3().J.-t(a) regardingsubcuntracls with
U.S. firrns.]

(2) Pursuant to. their statutory
requirements. DOE and NASA may
specify in their supplemental regulations
use of a modified version of the clause
at 52,227-13 in contracts with other than
small business concerns or nonprofit
organizations. -

(3) If the acquisilion 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
nation:.....! .interest to acquire the right to
sublicense foreign governments or
lntemauonul oranmaations pursuant to
any existirr; or future treaty or
agte,em~n1.-.the,:collJfacting.offic.e.r- .shcll
use the clause with its Alternate I.

(dJ (1) tf one of Iho following applies.
the contracting ofrkcr may insert the
c1au,P.prescribod in parawaph (a) or (b)
above as otherwise applicable;agj.:nl~Y

supplemental rrgulations may pro\"ida
another clause and speciry its usc; or the
conlracting officer shall insert the clause
prescribed in.paragraph (c) ab,ove:

(il The contract is for the operation of
a Government-owned research or
production racility.

(ii) There arcexceplional
circumstances and theag~ncyhead

de~ermjnes that restriction or .
elimination of the right to retain title to
any subjp.ct inv~ntion will better
promote the policy and objectives of
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machine or system.; and. iDeach cale.
under such conditions as to estabUsh
that the inventionla being utilized and
that ita benefita are. to the extent
permitted by law or Government
regulation.. available to the public on
reasonableterDll,

"Small business rmn." as used in this
subpart. means a domestic amall
business concern aa defined at15 U.S.C.
632 and implementing regulationa of the
Administrator of the Small Busineas
Administrauea, (For the purpose of this
definition. the size standard contained
in 13 CFR 121.3-8 for small business
contraclors and in 13 CFR121.3-12 for
small business subcontractors will be
used. See FAR Part 19).

"Subject invention.v as used 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. [1J The policy of this

section is based on 35 U.S.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 Agencies
dated February 18, 1983, The objectives
of this policy are to use the palent
system to promote the utilization of
inventions arising from federally
supported research or development: to
encourage maximum participation of
industry in.federally supported research
and development efforts: to ensure that
these inventions are used in If manner to
promote free competition and enterprise:
to promote the commercialization and
public availability of the inventions
made in the United Stales 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 nonuse or
unreasonabie use of inventions: and to
minimize the costs of administering

_' p'olj(;.ies.iJ:lJ~.is.,a~~.il· .'". '" ".. ':','_."_ .
. '(2)Same agenCies 'are subject, in
whole cr in part. to one of the following
statutes. which require that information
as to USf;S. products. processes. patents,
or other developments"be available to
the general public", 31 U.S.C.666. 22
U.S.C. 2572. 50 U.S.C. 167b. 30 U.S.C.
C51(:::}. 30U.S.C. D37(b}.10 U.S.C. App.
302(e), 30 U.S.C. 1~~6. and 15 U.S.C.
1395'[cJ. Such agencies shall generally
use the clauses .hereta allowing title to
patents to be retained by the contractor.
and the. related procedures.

(b) Contractor rigbt toelect title.
Under the policy set forth in paragraph
(al above-each ccmiactor ,may. 'after
disclosure.to the Government as

required by the patent rights clause patent rishts clause, the Government , .."
included in the contract. elect to retain has the right to receive title to an ~

.tiUe 10 any invention made in the invention-. .
performance of work under the contract. (i) If the contractor'has not disclosed
To the extent an agency's statutory· the invention withiit the lime specified
requirements necesaitate a different in the clause:
policy, or different procedurea and/or (ii) In any country where the
contract clausea to effa.tuale the policy contractor does not eleclto retain rigIlla
set forth m paragraph [a] above, auch or fails to elect to retain righlalO the
policy, procedures. and clauses shall be invention within the lime specified in
contained in or expressly referred to in the clause:
that agency's supplement 10 this (iii) In any country where the

.subpart. in addition, a contract mal' contractor he's not filed a patent
provide otherwise (1) when the contract application within the lime specilied in
i. for the operation of a Government- the clause:
owned research or production facility; . (iv) In any country where the
~2) In exc~ptionalClrcumstaDces when It contractor decides not to continue
's deternuned by the agency that. proseculionof a patent application, pay
restriction or ehmmatlon of the right to maintenance fees .. or defend in a
retain title in anysubjecfinvention will reexamination or ·opposition proceeding
better promote the poUcy and objectives on the patent and/or
of as. U.S.C. Chapter 18 and the [v) In any country where the
~r~sldenha~, ¥t!'Il'10r~nduJ:D' or (:3) when contractor no longer desires .tcretaln
It IS de.termm.ed '~y a GoY~mment. title.
authontv which is authonzed by statute (2) F th f th' h. . .' . .. .or e purposes 0 IS paragrap
?T. Ex.ecuhve Order to ~and~ct foreign election or filing in a European Patent '
Intelligence or counterintelligence Off R' d th P t
activities that the restriction or . Icee~lon or un err: a ent .
elimination of the right to retain titl~ to Coo~era:Jon Treaty constitutes electl?n
any subject Inventlon Is necessary to or filing ID any country cov~red therein
protect the security of such activities. In to m~et the times specified In the clause.
those instances when the' Govemment p.rovld.ed th~t th~ G~",ermnent has ~he
has the right to acquire title at the time right to receive title I~ those countries
of contracungthe contractormey, not subsequently designated by the
nevertheiess; request greater rights to an contract?:.. I,. .

identified invention. (See 27.304-1(a).) (e).Utihz~tlOn reports. Unless" .
The right of the contractor to retain title praVJde~ otnerwise In acc,ordan..e With

shall. in any-event, be subject to the 27.304-1\0, contracts prOVIde. that the
prcvisicna of paragraph. (c) through (g) Gov~rnment s?all have the rtght to
below unless for conttactswith other re~~re.perlodlt:reparting.a~~e
than small business or nonprofit ut~:~zat~onor efforts a~ obtaining
organizations the agency determines utilization that are being made by the
before contract award that all or contractor~r its licensees o~assignees.
portions of these ,provisions may be Such. reporti,~g by s~all.business firms
modified waived or omitted. {See and nonprofit organizattcns may be
27.304-1(0.) , required in.accordance. with Instructions

(c) Government hcense. The as may be issuedby the Department of
Government shall have [unless provided Commerc;-. ~gencie.s;sho.uld protect the
otherwise in accordance with 27.304-- confidenhahty of utllization reportsto.
1(1)) at least a nonexclusive, the extent permitted by 35 U.S.C. 20S. or
nontransferable. irrevocahle.vpaid-up other applicable laws and OMB,Circular
I· 'h . df A-124.. IG~n$e to..practice,,.Qf.. _a~_e;pJ:'.a-"c.tl(;e_ .:.or..:· :>.~":'''.:_.' ·:.c ...•_... ·,;:.·.... :..,.·· ,... :.,,_.. ,.."_.': ';t.' ~.':,;_.'-'-:..;:.__:o;~. • .,

or on behalf of the United Slates, any (T) Morch-lfl nghts, (1) WIlli respect to
subject invention throughout the world: any subject invention Inwhlch a
and may. if provided in the contract (see contractor has acquired title. contracts
Alternate I of.the applicable patent provide that the agency shall have the
rights clause); haveadditional rights to right [unless p.rovided otherwise.In .
sublicense .anyforeign government or accordance with 27.304:1(f)) to require
international organization pursuant 10 the contractor, an assignee. or exclusive
existing. treaties or egreernents licensee of a subject invention rogrant a
identified ·in.· the contract .and any future nonexclusive•. partially exclusive. or
treaty-or agreement.;..,>"f·,:, . exclusive license in any field of use to a

(d) Government rigbt to receive title. responsible applicant or applicants.
[lJ The Government has the right to upon terms that are reasonable under
receive title to anv invention if the the circumstances. and ifthe contractor.
contract so provides pursuant-to a assignee. or exclusive llcensee refuses
determination made in accordance with such request. to grant such B license
subparagraph (b}{l}. (2). or(3) above. in itself. if the agency determines that such
addition. to the extent provided in the action is necessary-s- "
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'\required for prime contracts under. 'lii!
paragraph [b] above. However. consent
need not be withheld peilding receipt of
advice in regard to auch royalties from

. the offieehaving cognizance of patent
mailers.
. Cd) The contracting officer sball
forward the royalty information and/or
royalty reports received to the office
havins cognizance of patent matters for
the contractins actlvity ceacamed for
advice as to appropriate action.

rr.204-2 SClieltalion provlalon far royalty
Information.

If it is expected that work may be
performed in the United States. its
possessions. or Puerto Rico. the
contracting cfficer shall insert a
solicitation provision substantially as
shown in 52.227-6. ROYaltyInformation.
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.llO4.
If the solicitation is for communication
services and facilities by a common
carrier. use the provision witbits
Ahernate I.

27.£04-03 Patents-nctice of Government
as a licensee.

(a) Wh~nthe Govemment is obligated
to pay a royalty on a patent because of
a license agreement between the
Government and a patent owner and the
contracting officer knows (or ha~ reason
to believe) that the licensed patenl will
be applicable to a prospective contract.
the Government should furnish ­
informaticn relating to the royalty to
prospective offerors since it serves Lie
interest of both the Government and the
offerors. In such situations. the
contracting officer should inelude in the
solicitation a notice ofthe licens.. the
number of the patent. and the royalty
rate recited in the license.

(b) When the Government Is obligated
to pay such a royalty. the solicitation
..houldalsorequire afferorsto furnish·
infonnatian indicating whether or not
each offeror is- a licensee undar the
patent or the patent owner. This
inIormation is necessary so that the
c;ovp.mmen~ may either flJ evaluate an
offeror's price by adding an amount
equal to the royalty. or (2) negotiate a
price reduction with an offerer-licenses
when the offeror is licensed under the
same patentata lower royalty rate.

(c) If the Government is obligated to
pay a royalty on 8 patent involved in the
prospective contract. the contracting
officer shall insert in the solicitation.
substantially 8S shown. the provision at
52.227.-7, Patents-Notice of Government
,Licensee.

Waiver of IndeJDDit)'. in ..,licitations
and contrac:to in addilioa to the
appropriate paleDt indeDlllity dause.
The contracting officer .ball document
the contract file wttb a ClIp)' 01 the
wntt.... appmvaL

rr.204 RoporUng of royalUao-anliclpatecl
or pald.

27.204-1 Gonoru\,
[a) (lJ To .delermine whetber royalties

anticipated or actually paid under
Government contracts are excessive,
improper, or inconsistent wifhany
Government rights in particular
inventions. patents. or patent
applications. contracting officers shall
require prospective contractors to
furnish certain royalty information and
shall require contractors 10 furnish
certain royalty reports; Contracting
officers shall take appropriate action to
reduce or eliminate excessive or
improper- royalties.

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

(b) When it is expected that work may
be performed in the United States. its
possessions. or Puerto Rice,' any
solicitation that may result in 8
negotiated contract for which royalty
information is desired or for which cost
or pricing data is obtained (see 15.llO4l
should contain a provision requesting
information. relating to any proposed
charge for royalties. U the work is to.be
performed in the United Stat... its
possessions. or Puerto Rico and the
response to the Solicitation includes a
charge for royalties. the contracting
officer shall, hefora award of the
contract, fonvard the infonnation
relating to the proposed payments of
royalties to the office having cognizance

··of pa telltmattelllfoi'the· c:ontt'acting·
activity concerned. The cognizant office
shall promptly advise the contracting
officer of appropriate action. Before
award. the "contracting officer-shall take
action tc protect the Covcrriment's
inlerestwithrespect to such royalties.
gi..ing due regard to all pertinent factors
relating to the proposed contract and the
adviceof the cognizant.offtce,

[c) The contracting officer. when
considering the-approval of a
subcontract for work to be performed in
the Unued States, its possessions. or:
Puerto Rico, shall require and obtain the
same royalry informativn and take the'
sameachon with respect to such
subcontracts in relation to royalties aa

improvements). ilthe _cliDs ufficer
dete"""",s that the IUppliea or •__
(or .uch items with riolatively Minor
modificatiaaa) lI.....y, ..or bave
been sold or dond. sale b)' ally

. aupplier to the pablic in the GOIIIII1en:ia1
open markeL Ordinarily. theCOlltraCtins
officer. in llOII8OI!lati... wilb the
prospective c:aatredor••houId be able to
delermine wbether the .upplie. or
.ervice. beins purchased nonnally are
or have been sold or offered for sale by
any .upplier to the public in the
commercial open market. (For
negotiated. construencn ccntracte, see
27.203-5).

(b) In solicitenons and contracts that
call in part for specific components.
spare parts. or lervices (or such items
with relatively minor modifications) that
normally are or. have been sold OT

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 II (identification of
included items) should be based upon
simplicity. Government administrative
convenience. and the ease of
identification of the items.
. (c) In solicitations and contracts for
communication services and facilities
where performance is by 8 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 ill.

27.203-5 Clause for coMtructlon
contract••ndfor dismantling, demolition,
and removal 0' Improvements contra~s.

Except as prohibited by 27.203-1 [b).
the contracting officer shall insert the
clause.at 52.227-4. Patent lridemnity­
Construction Contracts•.in solicitations
and contracts for construction or that
are fixed-price for dismantling.
demclition. or removal of improvements.
If it is determined that the construction
~iirne'cess·ariiY-invofve,.tKe'use-'o"t.... _n_.

structures. products. materials.
equipment. processes. or methods that
are nonstandard. noncommercial. or
specialcthe contracting officer may
expressly exclude them from the patent
indemnification by using the basic
C)l;llJ~P. with its Alternate I,

27..203-6 Clau~, 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 8gency head or designee and
shall insert the dause at 52.227-5.
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27.306

Z7.304-<1
27.304~5

27.305

27.305-1
Z7.305·2
Z7.305·3
27.305-4

27.204·3 Patente-enotice of Government
8' a licensee.

27.204-4 Clause for reporting of roysltiel
(f....ign).

27.2DS Ad;asunent of royatliea.
27.206 Refund of royallie•.
27~j 'CeDerat
21.206·2 'COWIe lor refund of rDyaltiel.
Z7.2a1 . £Ii..wed .l:OIWac'"
27.207,;,1 Geoer:aL
27.2rtl..2, "C1aule.far cl.lsificd CODl!acla.

SUIlPART 27.3-PATEHT·RIGHTS UNDER
GOVERNMENT 1:0NTRACTS
27.300 Scope or"lubpart.
27.301 Definition•.
Z7.30Z Policy.'
27.303 Contrad cleceee.
27.304 Procedures.
27.304-1 General.
27.304·2 Canlr.ell placed by or for other

Oovemment egenciee.
21.304-3 Contracts for ccnstructlcn work

or 8rChi1ect,;, engineer services.
Subcontracts.
Appeal..
Adminlslration of patent right.

clause"
Palenl·righls follow-up.
Fallow-up by contractor.
Follow-up by Government.
Conveyance of invention rigb..

acquired by the Con:mment.
:::7.305·5 Publication or release of

invention.disclosures.
Licensing background patent

rights to third parties.

SUBPART 27.'-RIGHTS IN'DATA AND
COPYRIGHTS
27.401 GeneraL

SUBPART 27.S-RESERVED

SUBPART 27.S-FOREIGN LICENSE AND
TECHNICAL ASSISTANCE AGREEMENTS
27.601 General

AUTHORITY: 40 USC4B6{c): Chapter 137. ]0
USC: and .2 USC 2'53(c).

21.COO Scope of part

This part prescribes policies.
procedures. and contract clauses
pertaining to patents and directs
agencies to develop coverage for Rights

..'inUala'ane Copyrights«:

SUBPART 27.1-GENERAl

27.101 AppllC8~IUty.

The policies. procedures. and-clauses
prescribed by this Part 27 are applicable
to all agencies. Agencies are authorized
to adopt alternate policies. procedures.
and clauses. but only to the extent
determined necessary 10 meet the
specific requirements of laws, executive
orders. treaties. or international
agreemcnta.Any agency action adopting
such alternate policies. procedures. and
clauses sh'JII be covered in published
agency regulations.

27.102 Reserved.

27.103 Policy.

The 'policies pertaining to patents.
data, and copyrights are set forth in lhis
Part 27 and the related clauses in Pan
52.

27.104 General guidance.

'(aJ The Government encourages the
maximum practical commercia). use of
inventions made whileperformiDg
Government conlracta.

(b) Ccnerally. the Government will
not refuse to award at contract on the
grounds that theprospechve contractor
;Ilayinfringe a patent.

{c) Generally. the Government .
encourages the use of inventions in
performing conlracts and. by
appropriate contract clauses. authorizes
and consents to such use. even though

,theinv,cnlions may be covered by U.S.
patents and Indemnificatlon egetnst
infringement may be appropriate.

(d) GeneraUy. the Governmenl should
be indemnified against infringement of
U.S. 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 an)' supplier to the public in the
commercial open market or are the same
as such supplies or services with
relativelv minor modifications.

(e) Th~ Government acquires supplies
or services on' 8 competitive basis to the

-maximum practical extent. but it is
important thai the efforts directed
toward increasing competition not
improperly demand cruse data relating
to priva te developments.

(f) The Government honors the rights
in data resulting: from private
developments and limits its demands for
such .rights. to those essential for

- Government purposes.
(g) The Government honors rights in

patents, data.tand copyrights. and
complies with the stipulations of law in
using or acquiring such rights.

[h) Generally, the Government
"tEfctUife-s-lhat eontractcrsobtatrr­
permission from.copyright owners
before induding prtvately-cwned
co'pyriShted works in data required to be
delivered under Government contracts.

SUOPART 27.2-PATENTS

27.200 Scope of .ubpart.

This subpart prescribes policy with
rcspecll~, .. ,

(a) Patent inrringement)ii:fbilily
resulting (rom work performed by or for
the Covernment;

[b] Royalties payable in conneCti6n
wilh perlormingGovcmment ccntrecrec
and

[c) Security, requirements coveri.ng
patent applications containing classified
subject mailer Illed by ccnuactora.

Z7.201 Authorlza:1on endcoooent.

27.201-1 Generel.

[a) In those cases where the
Covemment hes 8uthorizeil ....
consented to the manufacture or use oT
an invention descnDea in and t:Oftred
by a patent tlf the United States. ell)'
luil for infringement or the patent based
on the manufacture or use of the
invention by or for the UI\i1etl States by
a contractor [including 8 subcontractor
at any tier) can be maintamed only
against the Government in theu.s.
Claims Court and not against the
contractor or subcontractor (28 U.S.c.
1498). To ensure that work by 8
contractor or subcontractor under a
Government contract ~ay not be
enjoined by reason of patent
infringement. the Government shall give
authorization and consent in accordance
with this regulation. The Iiabilily of the
Government lor damages in any such
suit against it may. however. ultimately
be borne by the contractor or
subcontractor. in accordance with the
terms of any patent indemnity clause
also included in the contract. and an
authorization and consent clause does
not detract from any patent
indemnification commitment by the
contractor or subcontractor. Therefore.
both apalentindcmnitycJausc and an
authnriza tiun.and consent clause may
be included in the same contract.

(b) The contracting officer shall not
include in any solicitation or contract-

(ljAny clause. whereby the
Government expressly agrees. to
indemnify the contractor against
liability for patent infringement; or

{2)Any authorlzatlcn and consent
clause when both comple1e performance
and delivery are outside the United
States, its possessions, and Puerto Rico.

27.20t·2 Clause. on authortz.atlon and
cC)r,"~enL·'

lej Tbe contracting officershaJ)Jnsert
the clause at 52.227-1. Authorization and
Consent, insolicltatlons ·andcontracb
(including those for construction;
ercbttect-engfneer services; dismantling.
demolition; or removal or improvements;
and nonccmITIoncarrier communication
services). except when emallpurcbese
procedures apply or both complete
performance end delivery are outside
the United States. Its possessions. and
Puerto Rico. Although the 'clause is not
required when small purchase .
procedures apply, Hrnay beused with
them.

~



NCURA

Standard Patent Righta
Clauae at FAR 52.227~11

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

Ref: to Subpart 27.3
Section (if any) in
Fed.Reg. (Appendix 1)

.,

(k) Special Pr6viaiona for Contr~cta w th
Non-Profit Organizationa (12991-L Ref: 12983-L-304(1)(h)

If the contractor iaa non-profit organization,i t agreea that:

1. Righta to the aubject invention in the United Statea may not be
aaaigned without approval of the. Federal agency, excep t . to a
patent management organization a s defined In thia. aubpar. (k).

2. It will not grant excluaive licenaea to other than amall buaineaa
firma for a per Lod in exceaa of the earlier of five yeara· from the
firat commercial aale or ua.e of the invention, or eight yeara from
the date of the excluaive licenae, excluding time before

'" regulatory agenciea neceaaaryto obtain premarket clearance.
Fielda of uae may be differentiated.

3. It will ahare royaltiea with the inventor.

4. The balance of royaltiea to the contracto~after expenaes
incidential to the adminiatration of aubject inventiona (including
paymenta to inventora) will be utilized for theaupport of
acientific reaearch or education.
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NCURA

Standard Patent Rights
Clause at FAR 52.227-11

PATENT RIGHTS UNDER GOVERNMENT.CONTRACTS

Ref: to Subpart 27.3
Section (if any> in
Fed.Reg. (Appendix 1)

"'\

'iv

3. Filing - The contractor must file its initial patent application
on an elected invention within a stated time.

(d) Conditions When The Government May
Obtain Title (12989-R) Ref: l2979-M-302(d)

The contractor will convey t Lt Le to the Federal Agency at its request
when:

1. The contractor fails to disclose or elect within the times
specified, or elects not to retain t Lt le

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

(e) Minimum Rights to Contractor (12989-R) Ref: l2980-L-302(h)

1. The contractor retains a nonexclusive, 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 specified time.

,- '. . ..'- .

2. The con t racto r s llcense may be revoked under stated circumstances
and (3.) with proper notice.

(f) Contractor Action to Protect
the Government's Interest (12990-L) Ref: 12984-M-305

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

1. 'Contractor will cooperate in confirminggovE!rnmen~Lf c.enseirLgh t s
or conveying title.

19



NCURA

Subpart 27.3

27.304~5 Appeals (12984-L)

PATENT RIGHTS UNDER GOVERNHENT CONTRACTS

Ref: to 52.227-11
para. (if any) in
F.R. (Appendix 2)

~

Covers procedures by which contractors can appeal certain agency
actions such as. refusal to extend disclosure period, convey title,
grant a waiver under 27.302(d) , approve an assignment, extend an
exclusive license period, etc.

27.305 Administration of patent
rights clauses (12984-H)

Ref: 12989-H-(c)
Ref: 12990-L-(f)

27.305-1 Patent rights follow-up

27.305-2 Follow-up by contractor

27.305-3 Followcup by Government

27.305-4 Conveyance of invention rights acquired by Government

27.305-5 Publication or release of invention disclosures

27.306 Licensing background patent rights to third parties (12985-R)

(a) Contracts with small business firms or nonprofits will not contain
provisions allowing the Government to require the licensing to
third parties of inventions owned by the contractor that are not
"aubj.ec t inventions" unless such provisions have been approved by ,
and written justification signed by the agency head.

(b) Cri teria for de termining whe the r licensihg of background pa tents
to third par ties should be requi red.

17



NCURA

Subpart 27.3

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

Ref:, to 52.227-Ji
para. (if any) in
F.R. (Appendix 2)

\--
27.303 Contract clauses (12980-M) Ref: 12,989-L

(a) (1) Clause at 52.227-11, "Patent Rights - Ret.en t Lon 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 under (d) below», or and other type of contractor,
except for contrl\cts, of DOD, DOE or NASA.

(2) Contracting officer may modify paragraph (f) ofthe clause to
require certain listings, notifications, and copies of dccumencs ,

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

(b) (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 nonprofi t organiza tions.

(c) (l) Cri teria for use of clause at 52.227-13, "Pa tent Rights ­
Acquisition by the Government"

(d) (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 or
coun ter- in te lligenceac tivities.

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

(e) Contractor may be required to certify that it is a small business
fi rm or a nonprofi t organiza t Lon, The agency may protes t ,

(f) Alternate clause I providing license rights to foreign governments
under (a)(3) above may be modified in certain respects.

V,}04 .... Pro.<:edllres,( 12?8t-R)

27.304-1 General

(a) Greater rights determination - (Covers acquisition of rights by
the contractor or employee- Lnvent.o r whe r e the Government acquires
rights under the clause at 52.227-13.)

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

(c) Government assignmen t to con trac tor of rights in Government
employees' inventions.
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NCURA

SUBPART 27.1 GENERAL

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

APPENDIX 1·

FAR SUBPARTS 27.1, 27.2 &27.3

Summary and Cross-Reference

<,-

This subpart states that Part 27 is applicable to all agencies, which
may adopt alternate policies, procedures and clauses only to the extent
determined necessary to meet the specific requirements of laws, executive
orders, treaties, or internationalcagreements. 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:

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

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

c. 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



NCURA PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

5. FEDERAL ACQUISITION REGULATIONS (FAR) - PART.27
..'.,..

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.

1983 - Proposed FAR Part .27

In mid-1983, a proposed Part 27 of the Federal Acquisition ReguLatLcns
was issued. After its Committee on Patents, Copyrights and Rights in Data

had reviewed the proposed Part 27, the Council on Governmental Relations
(COGR) responde4 with two main points:

1. The proposed regulations were materially inconsistent with
P.L.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
ti tle to computer programs arising under contrac ts.

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

On March 20, 1984, in the Federa 1 Regis ter a t 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 modifica tions was to implemen t 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 in all grants,
contracts, and cooperative agreements awarded after April 1, 1984 to small
business and nonprofit organizations for the. performance of research and
development work. It is also to b e used in such awards to big businesses
to·theextent'· 'p"ermi"ttedby" law"" (whLch "primariLy-exc.Iudes DOD,DOEand··
NASA) •

The only substantive change, viewed by universities 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.

11



NCURA PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

be claimed by the performing organization to be the product of
non-government sponsored research and be challenged by the sponsoring
agency as being reportable to the government lis a 'subject invention,'
the challenge is appealallle 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 proj ectis unClear, but in other respects the
position appears reasonable.

'\-.)

NIH:
supported
supported
privately
genera ted

"If a single individual spends one-half time on a project
with Government funds and one-half time on a privately
project, the Government obtains patent rights only if the
supported project is directly dependent on ideas Or materials
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.

5. Sequential research

NIH: "Similarly, if a scientist spends ten years"ona 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
wi th public 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
viewed as a "subject Lnven t Lon" 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 making an invention

mal1~xp"tl~.es of which inv.0lv" only non-government funds.

7. Use of buildings

NIH: "In the situation where privately supported work is done in
a building previously constructed with Government funds, the Government
obtains no .patent rights in inventions developed through those private
f und s ; If

9



NCURA PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

.\

4. COMMINGLING

'\-.

Those individuals negotiating patent clauses in contracts with
ip.dustrial spop.sors must understand the issue of "commingling."

Part 6 .a.• of OMB Circular. A-124 defines "funding agreement" as
follows:

"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 work funded in whole or in part by the
Federal government," (Underlining added)

Thus, the partial 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 noted
that "commingling," as used In this context, is not limited to the mixing
of Federal and. non-Federal funds. in the aame 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"), ,.nd from a GAO
report requested by Rep. Albert Gore (prefaced by "GAO").

1. "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

. reJec te,f asbEiinif inconSistent· with the· Act;··whfchdMs··not ·dEirrii,e­
subject invention in terms of the size of the government financial
contribution in making the invention.

2. Direct 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



NCURA PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

2. THE PATENT AND TRADEMARK AMENDMENTS OF 1980

(Public Law 96-517)

\.-
On December 12, 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 major importanse to university research administrators, however,
the Act adds a completely n~w chapter to Title 35 of the U.S. Code.
Chapter 38, entitled "Patent Rights in Inventions Made with Federal
Assistance," and commonly referred to as the Uniform Patent Legislation,
allows non-profit organizations and small business firms. to elect to
retain, with limited exceptions, title to inventions 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 pr9motethe utilizati9n of inventions arising
from federally supported research or development; t o encourage maximum
participation of small business firms in federally sUPP9rted 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
commercialization and public availability 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 nonuse or
unreasonable use o~ inventio~s; and to minimize the costs of administering
policies in this area. .

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 aus pLc Lon and who felt that the Federal government
should acquire title to all inventions resulting fr9m federally funded
research .andtha.t. un.i,versitiesan40ther .C9l\tXi!&tOr,s.. shoul.d.. not; J)e.JP;a.nJ_ecl,.
title and the right to Ld cense government funded .inventions.

In effect, the policy stated in Chapter 38 is more likely to
effectuate the intent of Article 1, Section 8, o.f the Constitution, 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 exclusive right to their respective writings and
discoveries. 1I
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NCURA PATENTS AND PATENT RIGHTS

8. TREATIES AND FOREIGN PATENTS

'\..
Sin~e the rights granted bya United States patent extend only

throughout the territory of the. United States, an.inventor who wishes
pat~nt protection in foreign countries must apply for a patent in those
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.

A treaty relating to patents, known as the Paris Convention for the
protection 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
mat t.er s that it gives to its own citizens. The treaty also provLde s .for
the right of priority in the case of patents, trademarks and industrial
designs. 'I'hI s right means that, on the basis of a regular first
application filed in one of the member companies, the applicant may, within
a certain period of time,apply for protection in all the other member
coun tries _ These la ter applica tionswillthen 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 inventi9u" in member countries by providing, among other
things, for centralized filing procedures and a standardized application
format.

Under ·United ·States·law·. 1.t· is·.often.necessaryFin...,.the.,caseoL.·
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 is· not
required unless the invention has been ordered to be kept secret.
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NC)lRA

Infringement

7. REMEDIES

PATENTS AND PATENT RIGHTS

'I..
35 U.S.C. 27l{a) provide~ that the making, using or selling of a

patented invention without authority within the United States during the
patent term infringes the patent. In additio~, 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
pate~t (and not a staple article or commodity of commerce) is contributory
infringement.

If a patent is infringed, 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 inay also, aver tha t wha t he is
doing does not consti tu te infringement, and thisques tion wi 11 be
determined primarily 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 inf ingment, the patent is presumed valid and
the burden of establishing inval dity is on the challenging parties (35 USC
282). Remedies for infingement y 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 ,injunction 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
l498{ a» •

If the patentee notifies anyone that they are infringing his patent or
..threa tens "sui t,the "one:cha:tgedwith infriilge:mentlllayhimaeH starta'­
Declaratory Judgment action in a Federal court and get .ajudgment in the
matter.
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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
inthe Patent and Trademark Office there must be a completed invention. The
fiction as sumes that the. invention was previously conceived and the filing
of the pa tentapplica tion completes the inventive ac t , This prac tice, of
course, results in many paper patents which pe r ta i n to inventions that have
never been buU t or tried. The same standards of proof of utili ty are
applicable to .aconstruc.tive reduction to practice a s are applicable to an
actual reduction.

21
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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 conception of the invention."

Another court has defined "conception" in the following terms:

"The formation in the mind of the inventor of a definite 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 practice by the inventor or by one
skilled 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 sophisticated understanding of the technology to establish that
the conception was in the same form.

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

The courts have attempted to refine further the rule enunciated in one
classic case that conception is shown when lithe inventor or others skilled
in the art can reduce the conception to practice without any further
excercise of Lnven tive ski 11/1 In res ta ting the above rule, one case
expanded the requirment into "without any further researcher exercise of
the inventive skill."

Emphasizing the concept of "researchll,the courts have tended to
.distinguish the. inventor .and .. p.ersonsQfUke··.s.kULi!1... t:,he.j.):t .Jr.om .t h9s e .<:> f '..-u'...

ordinary skill in the art. If the inventor or others with his U""

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, stayed with the
idea, it was not c omp Le t e, but lithe inventor was· willing 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
procedures for petitioning for a revival.

(f) Appeals. If the examiner persists in his rejectio~ 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 substantially the same patentable invention,
and a proceeding known as an "interference" is instituted by the Patent and
Trademark Office to determine 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
institutedbetween an application and a patent already issued within the
preceding ·tweIve months.

Each party to such a proceeding must submLt evidence concerning when
the invention .was made. Uno evidence is submLt t ed , 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 against the winning party In the appropriate United States District
Court. .

The terms "conceptionltand It r e du c t i on to practice" are encountered in
connection withpriorit~ questions since the inventor who proves to be the
first to conceive the invention and the first to reduce it to practice will
be held to be the pr i o r inventor. However, there are many complicated
circumstances where the .ru Le cannot be stated this simply and the nuances
of "concep t Lon" 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.

(hr··' A-Howanc·~·cand···-Issue.ofPatent. If,.·on· examination.of.the.ap.pHcationr
or at a later stage during there-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. a t to.rney , 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 paten , except in design
cases, is generally $250 for educational instituti n patents.

17
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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 using 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.

NCURA PATENTS AND PATENT RIGHTS

,

The specification must describe completely a specific embodiment of
the process, machine, manufacture, composition of matter or improvement
invented, and must set forth the best mode contemplated by the inventor of
carrying out his invention.

The applica tion mus t conc Lude wi th 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 pa ten t , Nove lty and pa ten tabili ty are judged by the claims, and,
when a patent is granted,questions of infringement are judged by the
courts on the. basis of the infringement of the claims.

The inventor must make an oath or declaration of his or her belief to
be the original 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), whic~ 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
tionwill be stricken from the files under certain circumstances, including
fraud on the Patent Office and any violation of the duty of disclosure
through bad fai th 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 whic~ must be paid, including fees for excess claims, recording
assignments, p~tent issue and patent maintenance .

.•Pro.secution

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, prosecution includes the following steps:

(a) Examination. Applications filed in the Patent and Trademark Office,
if complete, are assigned for examination to the group of examiners
responsible f or the class of inventions involved.

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
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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. In 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 invention 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.

(c) Previously filed patent application

35 U.S.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
applica tion which was filed before the applicant made his invention. In
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 Ls 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.

(d) Non-inventorship

35 U.S.C. Sect. 102(f) states a person shall not be entitled to a
patent if he did not himself invent the subject matter sought to be
patented. It is primarily applicable where the appplicant has derived the
invention from another.

Prior invention

35 U.S.C. Sect. 102(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. Section 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 infringement.

13
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4. CONDITIONS FOR PATENTABILITY
1•

Novelty, Utility and Non-obviousness

The requirements of novelty, utility and non-obviousness derive~from

35 USC 101, 102, 103.

(a) Novelty

35 U.S.C. Sect. 102. Conditions for patentability; novelty' and loss of
right to patent, reads in part as follows:

"A person shall 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 applicant
for patent, or

"(b) 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 pa ten t in the Uni ted Sta tes. "

In other words a patent cannot be obtained on an invention described
in a printed pUblic tion anywhere, or known or used by others in the United
States, before the nvention is made by the applicant. Nor can a pa ten t be
obtained if the invention hasbeen described in a printed publication any­
where, or has been in public use or on sale in this country, more than~
year before the da te on which a patent applica tion is filed in this
country. Regardless of when the invention was made, if the inventor, or
someone els ,describes the i~vention in a printegpublication, uses it
publicly, 0 places it on sale, the inventor must apply for a patent before
one year ha gone by, or lose the right to do so.

Although there is a one year grace period -Ln the United States for
filing a patent application following publication, most other countries
require "abso Iut.e novelty" as a condition for obtaining patent protection.
.Ab.solu t.e . novel tyi s des tr~oyed~iL.the~~invelltio!L~i$,~p)!bUs,hei,·9J;..pub l;l.<;Jy ,~,.c~.~

disclosed prior to the filing of a patent application in that .country or
'some other country. Consequently, issues relating to the dissemination of
research results are quite likely to a r Lse when a university or a research
sponsor wishes to pursue foreign f I lings on inven tions resul t Lng 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 library available to the public is a
"pub Hca t i on" The amount of use is immaterial.

11
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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 comprehensive 'any,'
Congress plainly contemplated that the patent laws would be given wide
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
mattzr. Likewise, Einstein could not patent his celebrated law that
E=mc nor could Newton have patented the law of gravity. Such
discoverfes are _ma~ifestations of nature, free to all men and reserved
exclusively to none."

Other Statutory Subject 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 portions of it are material in that

, 'they- contr LbutEi 'to 'the Overa1 t IippeaUriceu'whidt,'eontrtH,u te;g'the-des'ign', " "~"~uu"

Some physical objects may have aspects which are patentable as a
manufacture and others which are patentable as a design. A patentable
design, like a pa tentable process, machine, manufacture or composi tian of
matter, must be new and unobvious, but the requirement of utility d~es not
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 provide for the
granting of a patent to anyone who has invented or discovered and asexually
reproduced any distinct and new variety of plant, ncluding cultivated
sports, mutants, hybrids, and newly found seedling. Specifically excluded
from plant patent protection are tuber propagated lants (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 or 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
assignment, gr'an t , ot'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 wi thin three months from its date, It is void against
a subsequent purchaser for a valuable consideration without notice, unless
it is recorded prior to the subsequent purchase.

Joint Ownership

Patents may be owned jointly by two or more persons, as in the case of
a patent granted to joint 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 invention 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 without 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 without 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, ofa patent may grant licenses to others.
A l i c en s is the permissiongranted by the pa tent owner to anotherto make,
use or s 1 i ""the" inver. t Lon; ""No·part'Lcu l'a r·" forin" ofnlrC'ensehte"qtiited,A­
license s a contract and may include whatever provisions the parties agree
upon, including the payment of royalties, etc,

Government Rights

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 nonprofit organizations,
government righ s are determined in accordance with Public Law 96-517 and
OMB Circular A- 24, which are discussed in the paper in this NCURA series
enti tled Pa tent Rights under Governmen t Contrac ts.
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Title 35, United States Code

PATENTS AND PATENT RIGHTS

\

-"....c.

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.S. patent laws
are found in Title 35 of the U.S. Code and are reprinted in a pamphlet

. entitled Patent Laws, which is sold by the Government pri~ting Office.

The scope of 35 U.S.C. is indicated by the following table of
chapters:

Part I - Patent and Trademark Office

1. Establishment, Officers, Functions
2. Proceedings in the Patent and Trademark 0 fice
3. Practice before Patent and Trademark Offi e

Part II - Patentability of Inventions and Grant of Patents

10. Pa ten tability of Inventions
11. Application for Patent
12. Examina tion of App l t ca tion
13. Review of Patent and Trademark Office DeciSion
14. Issue of Patent
15. Plant Patents
16. Designs
17. Secrecy of Certain Inventions and Filing Applications

Part III - Patents and Protection of Patent Rights

25. Amendment and Correction of Patents
26. Ownership and Assignment
27. Government Interest in Patents
28. Infringement of Patents
29. Remedies for Infringement of Patents and Other Actions

\

Part IV-Patent Cooperation Treaty

35. Definitions
36. International Stage
37. National Stage
38. Patent Rights in Inventions Made ~ith Federal Assistance
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