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TYPES OF INTELLECTUAL PROPERTY 

 Patents
– Partial right to exclude in exchange for public disclosure

 Trade Secrets
– Keep commercially valuable information from competitors (if you can do so 

effectively)

 Copyrights
– Protect the expression of your ideas

 Trademarks
– Protect your goodwill and identity in the marketplace



PATENT RIGHTS UNDER DOD
FUNDING ARRANGEMENTS 
 Bayh-Dole (35 U.S.C. 200-212) Applies to “Funding Agreements”: 

Contracts, Grants and Cooperative Agreements.  Definition Does Not 
Include CRADAs and OTs. 

 A Contractor’s Patent Rights are Governed by Parts 27 and 227 of the 
Federal Acquisition Regulation (FAR) and its DoD Supplement (DFARS) 
and the Patent Rights Clauses (52.227-11; 252.227-7038 (Large 
Businesses). 

 A Grantee’s or Funding Recipient’s Patent Rights Are Governed by Title 
37 of the Code of Federal Regulations and the Patent Rights clause (37 
C.F.R. 401.14) plus any agency amendments or additions).



KEY CONCEPTS

 Invention (35 U.S.C. 101)
 Title vs. License
 Conception and Actual Reduction to Practice
 Background Invention
 Subject Invention (Foreground Invention)
 What is Government Funding



Invention and the AIA

 AIA converted a “first to invent” system to a “first to file” system for determining 
patentability of inventions (eff. March 16, 2013).

 A person is entitled to a patent unless the claimed invention was described in a 
published patent application filed by a different inventor before the effective filing 
date of the claimed invention.

 A person is not entitled to a patent if the claimed invention was described in a 
printed publication, or in public use, on sale, or otherwise available to the public 
before the effective filing date of the claimed invention.

 There is a one-year grace period – the “statutory period” which permits a patent 
to be filed after public disclosure.  AIA limits disclosure to those made by the 
inventor or person who obtained the subject matter from the inventor.  Any other 
public disclosure negates patentability.

5



PATHS TO TITLE FOR RECIPIENT

 Assignment of Title by Inventor
 Disclosure
 Election of Title
 Filing and Prosecution of Patent Application
 Filing of Utilization Reports
 Restrictions on Use, Sublicense and Assignment



Disclosure

 FAR 52.227-11: 2 months after inventor discloses it in writing 
to Contractor personnel responsible for patent matters.

 DFARS 252.227-7038: Same as FAR clause but allows for 6 
months after the Contractor first becomes aware that a 
subject invention has been made, whichever is earlier.

 DFARS includes presumption in favor of extensions of time 
for disclosure and election of title.

7



Election of Title

 FAR 52.227-11: 2 years after disclosure to the agency 
(or no more than 60 days prior to 1-year “statutory 
period” if there is publication, sale or public use).

 DFARS 252.227-7038: at time of disclosure or within 8 
months of disclosure as to those countries (including the 
U.S.) in which the Contractor will retain ownership.

 DFARS includes presumption in favor of extensions for 
election of title.
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Filing of Patent Application

 FAR Clause 52.227-11 and DFARS 52.227-7038:
– Contractor must file a provisional or nonprovisional application within 1 year after 

election of title (exception for sale, public use or publication).
– A provisional application must be followed by a nonprovisional within 10 months of 

initial application.  All U.S. nonprovisional patent applications and the patents must 
identified U.S. Government and contract vehicle which is source of funding.

– Foreign filings must be within 10 months of first application.
– DFARS includes presumption in favor of granting extension.
– NEW BAYH-DOLE 2018 AMENDMENT: Automatic one-year extension for filing a 

nonprovisional application (following the filing of a provisional) except if agency gives 
notice within 60 days of receiving request.
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Utilization Reports

 FAR 52.227-11 and DFARS 252.227-7038 require no 
less than annual reports on utilization of subject 
inventions being made by Contractor, licensees or 
assignees.  These include status of development, date 
of first commercial sale or use, gross royalties and other 
data specified by agency.
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Restrictions on Contractor’s Rights

 No exclusive license to use or sell any subject invention in the 
United States unless the license agreement requires that 
products embodying invention are manufactured substantially 
in the United States.

 Nonprofits may not assign rights to the invention in the U.S. 
without the Government’s approval, must establish a preference 
for small businesses licensees, and royalties derived from 
assignments must be shared with inventor and otherwise used for 
support of scientific research or education.
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A Couple of Additional Quirks to DoD 
Clause – 252.227-7038
 Government has right to examine records relating to 

conception and first reduction to practice to determine 
whether inventions are subject inventions and 
contractor has complied with all mandatory procedures.

 Government has the right to withhold payment in a 
reserve not exceeding $50K or 5% of contract value 
(whichever less) if the contractor has failed to abide by 
provisions of the clause.
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DOD’S RIGHTS TO SUBJECT INVENTIONS

 Minimum License Rights if Recipient Takes Title
 Declaration of “Exceptional Circumstances” granting 

Right to Title or Restrictions on Right to Title
 Rights to Title if Licensee Fails to Act
 Revocation Rights
 March-In Rights



Government License Rights

 Government gets a non-exclusive, nontransferable, 
irrevocable paid-up license to practice or have practiced 
for or on behalf of the United Sates any subject 
invention throughout the world.

 Government entitled to a confirmatory license.
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Exceptional Circumstances Declaration

 Alternate FAR clause providing for ownership of subject inventions 
by Government when there is a DEC. FAR 52.227-13.

 Permitted upon a finding by the agency that Government’s 
ownership would better promote the policy and objectives of the 
Bayh-Dole Act: promoting commercialization and public 
availability; ensuring Government gets sufficient rights to meet the 
needs of the Government; or protecting the public against non-use 
or unreasonable use.

 Contractor gets right to appeal to head of agency and to U.S. 
Court of Federal Claims.
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Government Rights To Title Based on 
Failure of Contractor to Act
 The Government may request assignment of title to any subject invention 

if the contractor fails to disclose, elect title to, or file a patent application 
in the subject inventions within the times prescribed by the clause.

 Currently, FAR and DFARS clauses provide safe harbor in that the 
Government must act within 60 days after it learns of the failure to 
disclose.  37 C.F.R. 401.14 2018 amendments remove the 60 day 
provision.

 The filing of a late patent application prior to Government’s demand 
nullifies Government’s right to demand assignment of title.
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Forfeiture of Title Due to Failure to Act (2)

 Assignment of title due to failure to timely disclose 
leaves contractor with no rights.

 Assignment of title due to failure to timely elect title or 
file a patent application leaves contractor with non-
exclusive royalty-free license throughout the world 
which is transferable only with written approval of the 
agency.
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Revocation Rights

 Government may revoke or modify a contractor’s 
license in the event it does not elect title or forfeits title 
“to the extent necessary to achieve expeditious practical 
application of the subject invention” where a third party 
applies for an exclusive license under 37 CFR Part 404.

 Contractor has right to 30 day show cause notice and 
certain appeal rights.
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March-In Rights

 Government has right to require Contractor (or assignee or 
exclusive licensee) to grant a license (which could be exclusive) in 
any field of use to an applicant, upon terms that are reasonable 
under the circumstances.  If Contractor refuses, Government can 
grant the license itself.

 Conditioned on determination of (1) no expectation of practical 
application of invention in field of use; (2) necessary to alleviate 
health or safety needs; (3) necessary to meet requirements for 
public use; or (4) contractor has breached domestic manufacturing 
obligation.
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March-In Rights (2)

 Right to appeal through agency and U.S. Court of 
Federal Claims.

 Requires written notice, determination by head of 
agency, right to present written opposition, and 
factfinding hearing.

 NO MARCH-IN RIGHTS HAVE EVER BEEN 
EXERCISED.
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PATENT USAGE BY GOVERNMENT 
AND ITS FUNDING RECIPIENTS
 Limitation on Remedies for Infringement
 Authorization and Consent
 Implied Authorization
 When Government Seeks Indemnification



5 MISTAKES ON INVENTIONS
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Reduction to Practice 
Following Government 

Funding
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Free Solo
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Failure to Maintain Records 
Documenting Conception 
and Reduction to Practice
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Failure to Obtain 
Assignments from 

Employee/Inventors
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Failure to Abide by 
Disclosure and Notice 

Obligations
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Failure to Adhere to U.S. 
Manufacturing 
Requirements 
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GOVERNMENT DATA RIGHTS

 “Data rights” refer to the Government’s nonexclusive 
license rights in Technical Data & Computer Software. 

 The Federal Acquisition Regulations (FARs) pertain to 
data rights for civilian agencies and the Defense 
Federal Acquisition Regulations (DFARS) pertain to the 
DoD.
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TECHNICAL DATA

 “Technical Data” includes recorded information of a 
scientific or technical nature (including computer 
software documentation) relating to supplies procured 
by an agency.

 Does not include computer software.
 DFARS 252.227-7013
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COMPUTER SOFTWARE

 “Computer software” includes executable code, source 
code, code listings, design details, processes, flow 
charts, and related material that would enable the 
software to be reproduced, recreated or recompiled, but 
excludes computer databases or computer software 
documentation.

 DFARS 252.227-7014
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DATA RIGHTS UNDER DFARS
THRESHOLD QUESTIONS
 Is it Technical Data or Computer Software?
 Who is Paying for the Development?
 What is Being Delivered?
 Is the Product or Software a Commercial Item?



DATA RIGHTS UNDER DFARS
UNDERLYING PRINCIPLES (OR ARE THEY?)
 DoD Never Gets to Own It
 Prohibition of Expanded Rights in IP Developed at Private Expense
 No Delivery; No Rights
 Commercial Development, License and Sale Always an Option
 Presumption that Commercial Products are Developed at Private 

Expense
 Government Gets Rights to FFF Data and Rights for OMIT
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1. Critical Need to Specify Deliverables.  The standard clauses address 
rights but do not include delivery requirements.  The contract must 
explicitly specify the content, format, and delivery medium for all IP 
deliverables that are necessary to meet DoD’s needs.  For TD, it is 
necessary to specify the level of detail and requirements for delivery in 
preferred electronic/digital formats.  For CS, it is critical to specify 
requirements for both the executable code and the source code.  Watch 
for deferred delivery (DFARS 252.227-7026) and deferred ordering 
(DFARS 252.227-7027) clauses.

2. Mandatory Listing Requirements.  All TD and CS to be delivered with 
less than UR must be identified in a list attached to the contract.  Pre-
award listing requirements are specified at DFARS 252.227-7017 and 
252.227-7018(e) (SBIR Contracts); post-award requirements are at 
DFARS 252.227-7013(e) and 252.227-7014(e) and DFARS 252.227-
7018(f) for SBIR contracts.
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3. Release Procedures/Restrictions.  All authorized third-party recipients of TD/CS 
with other than UR must either sign the standard NDA from DFARS 227-7103-7 
or receive the TD/CS under a contract containing DFARS 252.227-7025.  
Additional notice requirements exist for releases of LR data or RR software.

4. Source of Development Funding at the “Lowest Practicable Level.”  For TD, the 
determination is based on the funding for the development of the item, 
component, or process (ICP) to which that data pertains (versus the development 
of the technical data itself).  For CS, the determination is based on the source of 
funding for that software.  If the ICP or software is developed with mixed funding, 
the default GPR license may be inequitable if the Government has funded only a 
small portion of the overall development costs.  This imbalance is resolved by 
determining the source of funding at the “lowest practicable level”; the deliverable 
ICP or software is divided into segregable components (e.g., subelements of 
ICPs, or sub-routines of CS), and the funding determination is made for each of 
the components individually.  For TD, see DFARS 227.7103-4(b) and 252.227-
7013(a)(6)-(9); for CS, see DFARS 227.7203-4(b) and 252.227-7014(a)(6)-(9).
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5. Unlimited Rights – Regardless of Funding Source.  Paragraph (b)(1) of the 
DFARS 252.227-7013, -7014 and -7018 clauses establish numerous categories 
for which the Government is entitled to receive UR, regardless of which party 
funded the development of the underlying technology.  FFF is “form, fit and 
function data.” OMIT is data “necessary for installation, operation, maintenance, 
or training purposes (other than detailed manufacturing or process data).”  See 10 
U.S.C. 2320(a)(2)(C).

6. SBA Policy Directive provides protection from disclosure and nongovernmental 
use of all SBIR TD developed from work performed under an SBIR funding 
agreement for a period of not less than four years from delivery of the last 
deliverable under the agreement (including Phase I, Phase II and federally funded 
Phase III).

7. Minimum Rights.  For TD, the minimum rights are established by statute (10 
U.S.C. 2320) and are non-negotiable.  For CS, the minimum rights are based 
solely on the DFARS, for which the parties could seek a deviation in 
circumstances in which DoD’s requirements can be satisfied with less than RR.
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1. Critical Impact on IP Delivery Requirements.  DoD policy is to acquire, in 
addition to lesser rights, only those IP deliverables that are customarily 
offered to the public.  In many cases, this will be substantially different 
(e.g., less detailed TD; no source code for CS) than the deliverables DoD 
typically receives for noncommercial TD or CS.  DoD must specifically 
negotiate for any additional IP deliverables that it requires.

2. Key: Early Identification of Commercial Technologies.  Because both the IP 
deliverables and the license rights are significantly affected when acquiring 
commercial technologies, it is critical to identify early in the acquisition 
process how these issues affect the acquisition strategy.

3. Definitions.  “Commercial item” is defined at FAR 2.101 (and 52.202-1), 
and “commercial computer software” is defined in FAR 2.101 (for Part 12 
procurements) and DFARS 252.227-7014(a)(1) (for determining DOD’s 
data rights).
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4. Adapting/Modifying Commercial Items.  Commercial items may be modified to meet 
DoD’s requirements without losing their commercial status, as long as the 
adaptations qualify as “minor modifications” or modifications “of a type customarily 
available in the commercial marketplace.”  See FAR 2.101(c), and DFARS 
252.227-7014(a)(1) and (12).

5. DFARS Rights versus Standard Commercial Licenses.  Rights in TD covering 
commercial items are specified at DFARS 252.227-7015; the default rights are 
similar to limited rights that apply to noncommercial TD.  FAR 52.227-19 gives the 
Government “restricted rights” in commercial computer software and is to be used 
when “there is confusion as to whether the Government’s needs are satisfied or 
whether a customary commercial license is consistent with Federal Laws.”  In the 
DFARS, there is no clause covering commercial CS; DoD takes the rights 
customarily offered to the public (often a “shrink-wrap” or “click-wrap” license) 
unless those rights do not meet DoD’s minimum needs or violate federal 
procurement law.  DFARS 227.7202-1(a).  In all cases, a copy of the standard 
commercial license agreement or any SNLR must be attached to the contract.
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6. Unlimited Rights – Regardless of Commercial Status.  DFARS 252.227-
7015(b)(1) lists numerous categories of TD for which the Government is 
entitled to receive UR – regardless of the commercial status or source of 
funding for the technology.  For example, “form, fit, and function” TD and 
TD necessary for operation, maintenance, installation, or training (other 
than detailed manufacturing or process data).  The categories are based on 
10 U.S.C. 2320(a)(2)(C).

7. Minimum Rights.  For TD, the minimum rights are established by statute 
(10 U.S.C. 2320) and are non-negotiable.



PRESERVING CONTRACTOR RIGHTS

 Limiting Deliverables
 Establishing Commerciality
 Rights Assertions
 Markings
 Subcontractor Rights
 Government Validation Process



5 MISTAKES ON DATA RIGHTS
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Focusing on Rights vs. 
Deliverables 
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Ignoring Strategic Concerns 
When Dealing With Mixed 

Funding Data 
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Accepting Default Clauses 
as Be All and End All
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Not Taking Advantage of 
Commercial Item Status 
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Being the Helpless 
Subcontractor 
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CRADAs

 Governed by 15 U.S.C. 3710a.
 Agreement between a Federal Laboratory and a non-

Federal party or parties each of which contribute 
resources and/or funds to conduct R&D consistent with 
mission of laboratory.

 Not a procurement contract, grant or cooperative 
agreement.



Inventions under CRADAs

 Government and Joint Inventions – Government can give title or license, 
including exclusive license for pre-negotiated field.  Government retains 
government purpose license (GPL) and (when there is an assignment or 
exclusive license) right “under exceptional circumstances” to require 
collaborating party to grant third party applicant under reasonable terms.

 Collaborating Party Inventions – CP retains title but Government gets 
GPL.

 Look to Model Agreements for Terms.  (What is subject invention, 
requirements for election of title, Governments’ right to confirmatory 
license, negotiating exclusive license, etc.).



Data Rights Under CRADAs

 Look to Model Agreements.
 Air Force CRADA – Addressed in terms of Trade Secrets and Works 

Subject to Copyright.
 CP retains right and has obligation to copyright all works created in 

whole or in part by CB.  CP grants Government a “special purpose 
license” in published copyrighted works (similar to government purpose 
rights).

 CP grants Government a “special purpose license” to “Collaborator 
Restricted Information” – trade secrets + computer software and 
documentation developed by CB.



Other Transaction Agreements

 DoD has two statutory authorities – Research OTAs and Prototype OTAs (10 
U.S.C. 2371 and 2371b.

 Bayh-Dole Act and 10 U.S.C. 2320-21 (Governing Data Rights) and DFARS Do 
Not Apply.

 Other Transaction Guide (December 2018) (OUSD(A&S)) (Replaces DPAP 
Guide for Prototype Projects) – Appendix F .

 Army Directive 2018-26 Enabling Modernization through Management of IP. 
“Where feasible, the principles of the policy should be applied to non-
FAR/DFARS instruments when follow-on production and sustainment 
requirements are likely.”  (2/21/19 Slide Presentation to ABA PCL IP Committee).



Patent Rights under 2371 – Research 
Projects 
 The Technology Investment Agreement 32 CFR 37.105. (NOT THE ONLY 

VEHICLE). 
 Suggest Clause 401.14 but Allows for Negotiation. 
 Alternative to Government Purpose Rights: Springing Government license rights 

following commercialization. 
 Flexible Approaches for deadlines for disclosure and election of title. 
 Protection from Disclosure While Patent Application is Being Filed. 
 March-in Rights may be contingent on Level of Funding. 
 Retains Domestic Mfg. Preference with Stinger – Refund if Violation + Applicable 

to Nonexclusive Licenses.
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Data Rights under 2371 – Research Projects 

 The TIA regs anticipate that no data will be delivered in most cases. 
 For data delivered, the regs prescribe “Government purpose” rights – i.e., 

cannot be used for “commercial purposes”. 
 The agency is given broad authority to negotiate a license to accomplish 

program objectives and protect the government’s interests.
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Patent Rights Under 2371b -
Prototypes 
 No Regulations; DoD’s New OTA Guide Says Virtually 

Nothing. 
 The DPAP Guide (now rescinded) instructs DoD to begin 

with Bayh-Dole regulations. 
 – Preaches flexibility to address both commercialization and 

protection of Government’s interest .
 – Raises trade secret protection as viable alternative to 

patent protection.
64



Patent Rights under 2371b --
Prototypes 
 DARPA OTA SBIR Prototype Agreement. 
 – Exists despite SBIR Statute which limits Phase I and II to “funding 

agreements” .
 – Contains an actual template following Bayh-Dole Clause 401.14 and 

FAR 52.227-11 without references to terms of art and procedural 
protections .

 Consortium Agreements. 
 DIU Agreements.
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Data Rights under 2371b -- Prototypes 

 As with inventions there are no regulations addressing data. 
 The DPAP OTA Prototype Guide recommends to the DFARS clauses for 

data rights and adopts definitions of key terms from the DFARS and 
FAR. No special recognition for small businesses. 

 Although acknowledging flexibility, it warns that follow-on production 
contracts are likely and will be governed by the DFARS, so the terms 
should be consistent in the OTA. The Guide suggests that all data 
developed at government expense be delivered and the agency should 
consider delivery of source code. 
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Data Rights Under 7371b --
Prototypes 
 The Guide floats the idea of springing broader rights to 

spur commercialization, the Government’s needs are 
unclear, or if the contractor is no longer performing. 

 Consortium Agreements. 
 DIU Agreements. 
 Compare Phase III SBIR Agreements with OTA 

Agreements with Small Businesses.
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Questions? 

Daniel J. Kelly
617.449.6526
dkelly@mccarter.com
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