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Introduction to

PATENTS AND PATENT RIGHTS

This paper is one unit in a series prepared by the sponsored
program and patent ocfices 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 university research
administrators with only an introduction to the basic concepts of
intellectual property. Those who require a more complete understanding of
the subject will wish to study other materials cited herein or developed
from time to time by such organizations as the Society of University Patent
Administrators, the Licensing Executives Society, the COGR Committee on
Patents, Copyrights and Rights in Data, and the National Association of
College and 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
Washington, D.C. 20036

Copyright ED 1984 Massachusetts Institute of Technology and
National Council of University Research Administrators
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1. PATENT LAW

The United States Constitution

Article 1, Section 8 of 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 Writings 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 inventors to devote their
talents to science and the useful arts to the ultimate benefit to the
public. As stated in an early court decision, the authority of Congress is
exercised in the hope that the "productive effort thereby fostered will
have a positive effect on society through the introduction of new products
and processes of manufacture into the economy, and the emanations by way of
increased employment and better lives for our citizens."

In order to 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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Title 35, United States Code

Under the authority of Article 1, Section 8, of he 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 Printing _ifice.

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 Office

3. Practice befoce Patent and Trademark Office

Part II - Patentability of Inventions and Grant of Patents

10. Patentability of Inventions

11. Application for Patent

12. Examination of Application

13. Review of Patent and Trademark Office Decision

14. Issue of Patent

15. Plant Patents
16. Designs

17. Secrecy of Certain Inventicns 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 t'atents

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 with Federal Assistance

5
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2. THE NATURE OF PATENTS AUD 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 he 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, assu'ing 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 spoken of as an inventor's common law rights and are subject 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 that 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 's 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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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 assi,iment
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, grant, or conveyance.

The Patent and Trademark Office records assignments, grants and
similar instruments sent to it for recording , and the recording serves as

notice. If an assignment, grant or conveyance of a patent or an interest
in a patent (or an application for patent) is not recorded in the Patent
and Trademark Office within three months from its date, it is void against

a subsequent purchaser for a valuable 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 as 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, of a patent may grant licenses to others.
A license is the permission granted by the patent owner to another to make,

use or sell the invention. No particular form of license is required. A

license is 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 rights are determined in accordance with Public Law 96-517 and

OMB Circular A-124, which are discussed in the paper in this NCURA series

entitled Patent Rights under Government Contracts.
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3. WHAT CAN BE PATENTED: PATENTABLE SUBJECT MATTER

Statutory Subject Matter

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

a patent may be obtained.

35 U.S.C. Chapter 10 deals with the patentability of inventions. Sec.

101 describes patentable subject matter as follows:

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

(a) Process

Sec. 101(b) states that:

"The term process means process, art oc method, and includes a new use
of a known process machine, manufacture, composition of matter or
materials."

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) Ma::hine

As the terms are used in patent law, "machine" is virtually inter-
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,
are the parameters which define and distinguish a machine.

(c) Manufacture

This is synonymous with "articles of manufacture" and refers to

articles which are man-made. The Supreme Court has held that to obtain a
patent for a product made from raw material, it must possess a new or

8
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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 hell 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 rompositi.on 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 ccurt 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
mattr Likewise, Einstein could not patent his celebrated law that
E=mc nor could Newton have patented the law of gravity. Such
discoveries are manifestations of nature, free to all men and reserved

exclusively to none."

Other Statutory Subject Matter

Designs - The patent laws (35 U.S.0 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 contribute to the overall appearance which constitutes the design.
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 patentable process, machine, manufacture or composition of
matter, must be new and unobvious, but the requirement of utility does 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
reproduce( any distinct and new variety of plant, including cultivated
sports, mutants, hybrids, and newly found seedlings. Specifically excluded

from plant patent protection are tuber propagated plants (because of their

9 11
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importance as a food source) and plants found in an uncultivated state.
Asexual reproduction refers to vegetative propagation, i.e, without the use
of seed). Patents for plants confer upon the patentee the right to exclude
others from asexually reproducing the plant and from selling and using any
plants so reproduced. What constitutes a distinct plant variety within
the meaning of the plant patent act appears to be a plant which possesses
Lt least one significantly different characteristic, such as color,
immunity to disease, size or shape, etc.

In addition, the Plant Variety Protection Act provides patent like
protection to breeders of plants that have been reprodt ed by sexual means,
i.e., by seed. It is administered by the Office of Plat.c. 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. Certain subject matter is
specifically excluded from patent protection by the patent law itself. The

principal example io the exclusion of certain plants, as noted in the
preceding section.

Some subject matter which might otherwise fall into the statutory
classes defined under the patent law is excluded by other statutes. For

example, the Atomic Energy Act contains a blanket provision excluding from
patent protection any invention or discovery which is useful solely in the
utilization of special nuclear material or atomic energy in any atomic
weapon. Antt-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 charactertzed in the court
decision quoted in a preceding section. They include principles or laws of
nature and naturally occurring articles.

(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 dotng business (which may be protected to
some extent uncle the law of trademarks), and mental processes.
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4. CONDITIONS FOR PATENTABILITY

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) Th.2 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 yea: prior to the date of the application
for patent in the United States."

In other words, a patent cannot be obtained on an invention described
in a printed publication anywhere, or known or used by others in the United
States, before the invention is made by the applicant. Nor can a patent be
obtained if the invention has been described in a printed publication any-
where, or has been in public use or on sale in this country, more than one
year before the date on which a patent application is filed in this
country. Regardless of when tne invention was made, if the inventor, or
someone else, describes the invention in a printed publication, uses it
publicly, or places it on sale, the inventor must apply for a patent before
one year has gone by, or lose tle right to do so.

Although there is a one year grace period in the United states for
filing a patent application following publication, most other countries
require "absolute novelty" as a condition for obtaining patent protection.
Absolute novelty is destroyed if the invention is published or publicly
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 arise when a university or a research
sponsor wishes to pursue foreign filir4 on inventions resulting 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
"publication" The amount of use is immaterial.

11
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(b) Utility

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 J.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 which it pertains, or wish which it .s most
nearly connected, to make and 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 inven-ion is not identically
disclosed or described as set forth in section 102 of this title, if
the difference between the subject matter sought to be patented would
have been obvious at the time the invention was made to a person
having ordinary r'411 in the art to which said subject matter

pertains...."

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 known, a patent may still be refused if the differ-
ences would have been obvious to a person skilled in the art st the time

the invention was made. The subject matter sought to be patented must be
sufficiently Afferent from what has been used or described before so that
it may be r:aid 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. 102(c) declare. 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 patent application and abandoning the invention it discloses.

12 14
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(b) Prior foreign filing

35 U.S.C. Sect. 102(d) precludes from patent protection in the United
States an invention on u: ch 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
amore 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
application which was filed before the applicant made his invention. In

other words, the specifications of United States patents beccme prior art
as of their filing date, even though what they disclosed was not then
actually available to the public. The rationale is that if the applicant's
invention is fully described in an earlier application that subsequently
results in a patent, that is prima facie evidence that the later applicant
is not the first inventor. Were this not the case, any adminis,rative
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.

(e) 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 procledings to
determine the priority of inventions and may be the basis for a defense in

a suit for patent infringement.

15
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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 subject to criminal
penalties. If the inventor is dead, the application may be made by his
legal representatives, that is, the administrator or executor of his
estate. If an inventor refuses to apply for a patent or cannot be found, a
joint inventor or a person having a proprietary interest in the invention
may apply on behalf of the missing inventor.

If two or more persons make an invention jointly, they apply for a
patent as joint inventors. A person who makes only a financial
contribution is not a joint inventor and cannot be joined in the
application as an inventor; to be an inventor, a person must contribute to

the conception of the invention. It is possible to correct an innocent
mistake in omitting a joint inventor or in erroneously joining a person as

an inventor.

Preliminary Search

Since a patent is not always granted when an application is filed for
as 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 befor a patent application is

filed.

The search may be conducted in the Search 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 made by the Patent and Trademark Office during the
examination of an application, but only serves a preliminary purpose as the
name indicates. The Patent and Trademark Office examiner may, and often
does, reject claims in an application on the basis of prior patents or
publications not found 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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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.

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

of the patent. Novelty and patentability are judged by the claims, and,
when a patent is granted, questions of infringement are judged by the
courts on the 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 d' close informtion which is material to the examination of the appli-
cation in accordance with Title 37, Code of Federal Regulations, Section
1.56(a), which imposes a duty of candor and good faith toward the Patent
and Trademark Office on the part of the inventor and others substantively
involved in the preparation or prosecution of the application. An applica-

tion will be stricken from the files under certain circumstances, including
fraud on the Patent Office and any violation of the duty of disclosure
through bad faith or gross negligence.

The basic fee for filing an appplication for an original patent is
$300, but if the invention is owned by an educational institution and has
not been licensed to a large business concern, the fee is $150. There are

other fees which must be paid, including fees for excess claims, recording
assignments, patent issue and patent maintenance.

Prosecution

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 for 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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prior United States 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 action" mailed to his attorney or agent. The

reasons for any adverse Office action, objection or requirement are stated
in the action plus information or references which may help the applicant

judge the propriety of continuing the prosecution of his application.

If the invention is not considered patentable, or 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 applicatone 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 the examiner's

action. It must also respond to every ground of objection and rejection in

the prior Office action.

After response by the applicant, the application will be reexamined
and reconsidered, and the applicant will be notified if claims are
rejected, or objections or requirements made, in the same :banner as the

first examination. The second Office action will usually be made final.

(d) Final Rejection or Allowance. On the second, as noted above, or on any
subsequent examination or consideration, the rejection or other action may

be made final. In responding to a final rejection or action, the applicant
must cancel each claim which is rejected, or appeal the rejection. If any

claim is allowed, the applicant must comply with any requirement or

objection as to form.

Interviews with examiners may be arranged, but an interview does not
remove the necessity for responding to office actions within the required
time, and the action of the Patent Office Is based solely on the written

record.

As a result of the examination by the Patent and Trademark Office,
patents are granted for roughly two out of every three patent applications

filed.

(e) Abandonment or Final Isr-:e. 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
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is considered abandoned and no longer pending, although thLre are
procedures for petitioning for a revival.

(f) Appeals. If the examiner persists in his rejection 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
instituted between an application and a patent already issued within the

preceding twelve months.

Each party to such a proceeding must submit evidence concerning when
the invention was made. If no evidence is submitted, 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 "conception" and "reduction to practice" are encountered in
connection with priority questions since the inventor who proves to be the
first to conceive the invention and the first to reduce it to practice will
be held to be the prior inventor. However, there are many complicated
circumstances where the rule cannot be stated this simply and the nuances
of "conception" and "reduction to practice" are many. However, due to the

importance of these terms and the fact that the rights acquired by research
sponsors are els() determined on the basis of conception and/or reduction to
practice, a brief discussion of these follows in the next part.

(h) Allowance and Issue of Patent. If, on examination of the application,

or at a later stage during the re-examination or reconsideration of the
application, the application is found to be allowable, a notice of
allowance will be .sent to the applicant or his attorney, and a fee for
issuing the patent is due within 3 months from the date of the notice. The

basic issue fee for each original or reissue patent, except in design
cases, is generally $250 for educational institution patents.

.Li
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6. PRIORITY: CONCEPTION AND REDUCTION TO PRACTICE

Introduction

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

"A person shall be entitled to a patent unless: before the
appplicant's invention thereof the invention was made in this country
by another who had not abandoned, suppressed, or concealed it. In

determining priority of invention there shall be considered not only
the respective dates of conccrti 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 invention. 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 it is not.

For the purpose of determining what constitutes the making of an in-
vention, the inventive process is broken down into two steps: (1) concep-
tion, the mental part, and (2) reduction to practice, the physical part.
Under general patent law, an invention is not completed until both the
conception and reduction to practice have occurred, whether separately 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 of either. This contractual definition
should not be confused with the patent law under discussion here, and the
consequence of this Federal policy will be discussed in a separate part of
this series entitled "Patent Rights under Government Contracts."

Conception

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

"The conception of the invention consists 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 therfore 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
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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 igncrant of the technology. Where ale:7e 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 embodieu 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 abo "t by a more detailed study of ;:he

initial idea.

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

the inventive skill."

Emphasizing the concept of "research", the courts have tended to
distinguish the inventor and persons of like skill in the art from those of
ordinary skill 4n the art. If the inventor or others with his
qualifications stayed with the idea, any later development is considered to

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

then altered it or added some feature to its physical embodiment, that
development was considered something less than research. It suggests the

view that if the inventor, or one of comparable skill, stayed with the
idea, it was not complete, but if the inventor was willing to turn it over
to a mechanic, the inventor at least believed it was complete.
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Reduction to practice

In the eyes of the law, an invention is not complete and does not
exist until it has been reduced to practice. Actual reduction to practice
contemplates actual and complete use of the invention for its intended
purpose. It occurs when an invention has been (1) embodied in some
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 app-eciation 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
will operate under normal working conditions for a reasonable length of
time. The nature of testing required to establish actual reduction to
practice depends upon the particular facts of each case.

Tests have been held to establish a reduction to practice 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 he used. Testing is generally
deemed sufficient if the parameters 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 further refinement.

Constructive reduction to practice

A reduction to practice may be either actual or constructive. An

actual reduction to practice involves the physical construction or carrying
out of the invention. The actual reduction to practice of a process occurs
when the 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 sele evident.
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A constructive reduction to practice, however, is a reduction to
practice deemed to be such solely in the contemplation of the law without

any physical construction or carrying out of the invention. A

constructive reduction to practice involves only the formal filing in the

Patent and Trademark Office of a patent application disclosing the
invention.

Constructive reduction to practice is, in effect, a fiction which has
arisen to meet the requirement that in order to file a patent application
in the Patent and Trademark Office there must be a completed invention. The
fiction assumes that the invention was previously conceived and the filing

of the patent application completes the inventive act. This practice, of

course, results in many paper patents which pertain to inventions that have

never been built or tried. The same standards of proof of utility are
applicable to a constructive reduction to practice as are applicable to an

actual reduction.

2d
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Diligence

As noted earlier, 35 U.S.C. 102(g) states in part that "In determining
priority of invention there shall be considered not only the respective
dates of conception but also the reasonable diligence of ane 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 t'

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 nct 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

practice, which in a sense is a lack of diligence, is more commonly
characterized as suppression, as discussed below.

Diligence, as used in 35 USC Sect. 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 corroborated. Mereley asserting diligence does not
factually establish it. A showing of diligence must include a showing of
what acts occurred as well as the specific dates 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

inventor. Such right cannot be resurrected by thereafter taking steps to
file a patent application, even if such steps are taken before an opponent

enters the field. However, even though an inventor has suppressed or
concealed his invention, he will be entitled to a patent where his filing
date is earlier than his rival's date of actual redaction to practice.
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7. REMEDIES

Infringement

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

If a patent is 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 may also aver that what he is
doing does not constitute infringement, and this question will 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 infringment, the patent is presumed valid and
the burden of establishing invalidity is on the challenging parties (35 USC
282). Remedies for infingement by a private party include injunctive
relief (35 USC 283) and damages adequate to compensate for the infringment,
but in no event less than a reasonable royalty for the use made of the
invention by the infringer, together with interest and costs as fixed by

the court (35 USC 284). Suits for infringement of patents follow the rules

of procedure of the Federal courts.

The United States Government may use any patented invention without
permission of the patentee and no 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
1498(a)).

If the patentee notifies anyone that they are infringing his patent or
threatens suit, the one charged with infringement may himself start a
Declaratory Judgment action in a Federal court and get a judgment in the

matter.

2i
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Interferences

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 le n the Patent Office, in considering the

application of the potential fringer, believes that conflicting interests

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

instituted under that section, the question of priority is determined by
the Board of Patent Interferences. A party dissatisfied with the 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 result when
the government requests rights in a patent application filed by a party who
allegedly reduced his invention to practice with federal funds. Such

interference actions generally are authorized by agency enabling statutes.
Those statutes provide that the Commissioner shall forward certain patent
applications to agency administrators and shall issue patens in the name
of the administrator upon request, unless the applicant petitions for a
hearing before the Board of Interferences.
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8. TREATIES AND FOREIGN PATENTS

Since the rights granted by a United States patent extend only
throughout the territory of the United States, an in-mtor who wishes
patent protection in foreign countries must apply for a patent in those

countries.

Each country has its own requirements on patenting and the laws 'f
other countries differ in -arious 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 1 .ris 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
matters that it gives t- its own citizens. The treaty also provides for

the right of priority in the case of patents, tralemarks and industrial

designs. This right means that, on the basis of a regular first
application filed in one of the memb-r companies, the applicant may, within
a certain period of time, apply for protection in all the other member

countries. These later applications will then be regarded as if they had

been filed on the same day as the first application. The period of time
within which the subsequent application may be filed in other countries is
12 months in the case of applications for patents and 6 months in the case

of industrial designs and trademarks.

Another treaty, known as the Patent Cooperation Treaty, prersently
signed by 35 countries, including the United States, became effective on

Jan'ry 24, 1978. The treaty facilitates the filing of applications for
patents on the same invention in member counties by providing, among other
things, for centralized filing procedures and a standardized application

format.

Under United States law it is often necessary, in the case of
inventions made in the United States, to obtain a license from the
Commissioner of Patents and Trademarks before applying for a patent in a

foreign country. Such a license is required if the foreign application is
to be filed before an application is filed in the United States or before
the expiration of 6 months from the filing of an application in the United

States. After 6 months from the United States f Ling, a license is not
required unless the invention has been ordered to 'e kept secret.
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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 a summary
of the contents are reproduced as Attachment 2 to this material. The price

is 1983 was approximately $125.
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Introduction to

PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

This pd?er is one unit in a series prepared by the sponsored
program and patent offices at M.1.T. for use in their own professional

de4..".opment program and in the workshop on intellects"- property at the

1984 NCURA annual meeting. The NCURA Committee on 1-_vressional 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 .1is and other units in the series may be obtained from

NCURA Headquarters.

Other Guidance

This series is intended to provide university research
administrators with only an introduction to the basic concepts of
intellectual property. Those who require a more complete understanding of

the subject will wish to study other materials cited herein or developed

from time to time by such organizations as the Society of University Patent

Administrators, the Licensing Executives Society, the COGR Committee on
Patents, Copyrights and Rights in Data, and the National Association of

College and 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
Washington, D.C. 20036

Copyright (!) 1984 Massachusetts Institute of Technology and

1111

National Council of University Research Administrators
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1. GOVERNMENT RIGHTS IN PATENTS

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

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

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

As university administrators, however, our interest tends to focus
more narrowly on rights acquired by the Government in inventions resulting
from federally funded research grants and contracts with small businesses
and non-profit organizations. This is determined in accordance with Public
Law 96-517, OMB 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, (i.e., in "subject inventions"), between
small business firms and non-profit organizations on the one hand, and
private enterprises not qualifying either as a 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 determination of patent rights and
ownership under federal research grants and contracts, and are the focus of
this paper.
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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 importance to university research administrators, however,
the Act adds a completely new 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 promote the utilization of inventions arising
from federally supported research or development; to encourage maximum
participation of small business firms in federally supported research and
development efforts; to promote collaboration between commercial concerns
and nonprofit organizations, including universities; to ensure that
inventions made by nonprofit organizations and small business firms are
used in a manner to promote free competition and enterprise; to promote the
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 of inventions; 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 suspicion and who felt that the Federal government
should acquire title to all inventions resulting from federally funded
research and that universities and other contractors should not be granted
title and the right to license government funded inventions.

In effect, the policy stated in Chapter 38 is more likely to
effectuate the intent of Article 1, Section 8, of the Constitution, which
provides that the Congress shall hayed 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."
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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 the intent
of the law. A period of further discussion and negotiation followed, and
OMB Circular A-124, which was effective March 1, 1982, superseded OMB
Bulletin 81-22.

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

It is important for university representatives to be familiar with OMB
Circular A-124 to ensure that the implementing FAR patent regulations and
agency supplements are consistent with that Circular from a university
standpoint. However, on a day-to-day basis, university administrators will
be working with the policies and procedures set forth in FAR Chapter 27 and
the standard patent rights clause in FAR 52.227-11, as these relate to
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 appendices.

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 stipulates that each "funding agreement" (as
defined in the Circular) must contain the standard patent rights clause
which is set forth as Attachment A to that Circular. As issued in March
1982 that clause was intended to be used only in contracts with small
businesses and domestic nonprofit organizations. However, the Presidential
Memorandum of February 1983 stipulated that all Federal agencies would
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 - Retention by the
Contractor (Short Form)," and is the clause contained in Appendix 2 to this
paper.
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4. COMMINGLING

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

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

"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 same account, since the partial
Federal support may be provided in separate research accounts, or may have
been provided at an earlier time. It is important, therefore, to know
under what circumstances the government will be considered as having
provided partial support. The following guidance is taken from the
transmittal letter to OMB Circular A-124 (prefaced by "OMB"), from inputs
provided by OMB to the Director of NIH (prefaced by "NIH"), and 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
rejected as being inconsistent with the Act, which does not define
subject invention in terms of the size of the government financial
contribution in making the invention.

2. Direct vs. Indirect Costa

NIH: "Many apparent problems can be resolved by the application
of general cost accounting and auditing principles. In a project
funded by cowmingled 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, rstruction costs). As

4 i)
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a general rule, when a project is supported in whole or in part through
direct costs, the patent regulations apply and the Government retains
rights. When the Government supplies indirect costs only, as in
previous Government funding for equipment or facilities, the patent
regulations don't apply, unless there is a quid pro quo stipulated in
the funding agreement."

Note: 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 below (underlining supplied), which apparently contradicts
the NIH formulation. There is reason to believe, however, that the GAO
report overstated the case with respect to indirect costs, and this has
been conceded by a GAO representative familiar with the report:

GAO: "Care must be taken, however, that no Federal funds directly
or indirectly 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 mear, 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: "Notwithstanding the right of research organizations to
accept supplemental funding from other sources for the purpose of
expediting or more comprehensively accomplishing the research
objectives of the government sponsored project, it is clear that the
Act would remain applicable to any invention 'conceived or first
actually reduced to practice in the performance' of the project.
Separate accounting for the two funds used to support the project in
this case is not the determining factor."

4. Simultaneous, closely related projects

OMB: "To the extent that a non-government sponsor establishes a
project which, although closely related, falls outside the planned and
committed activities of a government funded project and does not
diminish or distract from the performance of such activities,
inventions made in performance of the non-government sponsored project
would not be subject to the 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 qp by numerous independent
research efforts extending over many years. Should such an invention

8
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be claimed by the performing organization to be the product of
non-government spom.ored research and be challenged by the sponsoring
agency as being reportable to the government as a 'subject invention,'
the challenge is appealable as described in Part 14.c."

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

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

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

5. Sequential research

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

6. Use of equieent

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 invention" since is cannot be shown to have been
"conceived or first actually reduced to practice" in performance of the

project. An obvious example of this is a situation where an instrument
purchased with government funds is later used, without interference
with or cost to the government funded project in making an invention
all expenses of which involve 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

funds. "

3'1
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Where Federal Rights Apply

In those situations in which the Federal government acquires rights in
an invention by having funded the research "in whole or in part," and the
licensing of the invention is, therefore, subject to OMB Circular A-124 and

the implementing Federal Acquisition Regulations, the following constraints
apply. They are set forth in the paragraphs cited below in the patent
rights clause at FAR 52.227-11. That clause is reproduced in Appendix 2 of

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

Paragraph in Ref: Federal Register

FAR 52.227-11 pale 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
subject inventions throughout the world. Ref: 12989-M

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

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

(k) Special provisions for contracts with nonprofit organizations.

(1) Rights may not be assigned without Federal agency approval except
to patent management organizations which meet the criteria set forth
therein. Ref: 12991-L

(2) Contractor may not grant exclusive licenses to persons other than
small business firms for a period in excess of those set forth
therein (5 years from first commercial sale or use, 8 years from date
of the exclusive license, not counting time for pre-market regulatory
clearance, with fields of use differentiated). Ref: 12991-L

10
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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 Regulations
was issued. After its Committee on Patents, Copyrights and Rights in Data

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

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
title to computer programs arising under contracts.

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

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

fied, the clause can be used for all classes of research contractors.

It is intended that agencies use the revised clause 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 be used in such awards to big businesses
to the extent permitted by law (which primarily excludes DOD, DOE and
NASA).

The only substantive change, viewed by universities as fav,table,
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.
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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 copyrights.

On March 30, 1984, Federal Acquisition 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 wit's FAR Subparts 27.1,

27.2 and 27.3, and these are reproduced in Appendix 1, as published in the
Federal Register of March 30, 1984 at pages 12974 through 12985.

FAR Subpart 27.3 deals with "Patent Rights under Government Contracts,"

and Section 27.303 r.quires 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
small business concern or non-profit organization or (except for contracts

of DOD, DOE or NASA) any other type of contractor. Limited exceptions to

this requirement are set forth in 27.303(d) and involve (1) contracts for
the operation of a Government-owned research or production facility, (2)

exceptional circumstances, or (3) foreign intelligence activities.)

The patent rights clause set forth in FAR 52.227-11 is included in

Appendix 2, and was reproduced from the same Federal Register at pages

12989 through 12991.

However, Subpart 27.3, "Patent Rights under Government Contracts."
intertwines the guidance for all types of contractors in a sometimes
confusing manner which makes it difficult to isolate that which relates
solely to universities and small businesses from that which pertains to

other contractors. In addition, the standard clause in 52.227-11 is not

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

these back to the sections in Subpart 27.3.

12
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FAR SUBPARTS 27.1, 27.2 & 27.3

Summary and Cross-Reference

SUBPART 27.1 GENERAL

APPENDIX 1

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

SUBPART 27.2 PATENTS

This subpart prescribes policy with respect to:

a. Patent infringement liability re-ulting from work performed by or
for the government (including authorization and consent, notification
and assistance, 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. Fu- that
reason, we will concentrate on Subpart 27.3 in the remainder of thi,
Appendix, and on the clause in 52.227-11 in Appendix 2.

41
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SUBPART 27.3 PATENT RIGHTS UNDER GOVERNMENT CONTRACTS

In order to simplify the Ilse of Subpart 27.3, we ' ye listed below the
section 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 qnbpart 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: 12990-R-(j)" next to a section heading
means that the most closely related paragraph, if any, in the standard
patent clause is paragraph (j), located on page 12990, right-hand column,
of the Federal Register as reproduced in Appendix 1.

Ref: to 52.227-11
para. (if any) in

Subpart 27.3 F.R. (Appendix 2)

27.300 Scope (12978-R)

27.301 Definitions (12978-R) Ref: 12989-L-(a)

Same as short-form clause but different order

27.302 Policy (12979-L)

/a) Introduction - Origin and objectives

(b) Contractor right to elect title

(c) Government license

(d) Government Tight to receive title

(e) Utilization reports

(f) March-in rights

(g) Preference for United Statk:s Industry

(h) Mlninum rights to contractor

(i) Confidentiality of inventions

14

Ref: 12989-M-(b)

Ref: 12989-M-(b)
Ref: 12991-M-Alt.I

Ref: 12989-R-(d)

Ref: 12990-M-(h)

Ref: 12990-R-(j)

Ref: 12990-R-(i)

Ref: 12989-R-(e)
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Subpart 27.3

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

27.303 Contract clauses (12980-M) Ref: 12989-L

(a) (1) Clause at 52.227-11, "Patent Rights - Retention 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 contracts of DOD, DOE or NASA.

(2) Contracting officer may modify paragraph (f) of the clause to
require certain listings, notifications, and copies of documents.

(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 nonprofit organizations.

(c) (1) Criteria for use of clause at 52.227-13, "Patent Rights -

Acquisition by the government"

(d) (1) Ontracting officer may use alternative clauses in connection
with the operation of a Government-owned research or production
facility, exceptional circumstances, or foreign intelligence or
counter-intelligence activities.

(2) Sets forth procedures for making determinations under (d)(1).

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

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

27.334 Procedures (12981-R)

27.304-1 General

(a) Greater rights determination - (Covers acquisition of rights by
the contractor or employee-inventor where the Government acquires
rights under the clause at 52.227-13.)

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

(c) Government assignment to contractor of rights in Covernment
employees' inventions.
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Subpart 27.3

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

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

(e) Revocation or modification of contractor's minimum rights -
(12982-0 - (covers written notice and appeal procedures
applicable to revocation under Section 27.302(h)(2).

(f)

(g)

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

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

(h) Licenses and assignments under contracts
with nonprofit organisations - 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 o: for other government agencies.

27.304-3 Contracts for construrtion oork 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 contractol awarding a subcontract, and a
subcontractor awarding a lower-tier subcontract, that ! Is 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 always receive the clause at 52.227-11 unless
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 /everhge to acquire
rights for themselves ia inventions resulting from subcontracts."

16
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Subpart 27.3

27.304-5 Appeals (12984-L)

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 Ref: 12989-M-(c)

rights clauses (12984-M) Ref: 12990-L-(f)

27.305-1 Patent rights follow-up

27.305-2 Follow-up by contractor

27.305-3 Follow-up by Government

27.305-4 Conveyance of invention rights acquired by Government

27.305-5 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
"eubject inventions" unless such provision° have been approved by,
and written justification signed by the agency head.

(b) Criteria for determining whether licensing of background patents
to third parties should be required.

4
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APPENDIX 2

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

Summary and Cross-References

As noted earlier, the standard patent rights clause contained in
Attachment A to OMB Circular A-124 was revised 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 aud, 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-referenced to the
corresponding section, if any, of Subpart 27.3. "Ref: 12979-R-302(f)" next
to a paragraph heading means, for example, that the most closely related
section, if any, in Subpart 27.3 iE 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) Definitions (12989 -L) Ref: 12978-R-301

(b) Allocation of Principal Rights (12989-M) Ref: 12979-L-302(b)
Ref: 12979-M-302(c)

The contractor may elect to take title to any subject invention,
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 title, & filin&
of applications by Contractor (12989-M) Ref: 12984-M-305

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

18
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Standard Patent Rights
Clause at FAR 52.227-11

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

(c) 1. Disclosure - The contractor must disclose each subject invention
to the federal agency within two months arter the inventor
discloses it in writing to Contractor personnel responsible for
patent matters.

Ref: to Subpart 27.3
2. Election - The contractor must elect in writing whether or not to

retain title to any such invention by notifying the Federal agency
within 12 months of disclosure; provided that the agency may
shorten this period if the 1-year statutory patent filing period
has been initiated by publication, sale or public use.

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: 12979-M-302(d)

The contractor will convey title 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 title

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: 12980-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 contractors license 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 confirming government license rights
or conveying title.

4/
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Standard Patent Rights
Clause at FAR 52.227-11

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) Ref: 12983-R-304-4

Contractor will 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 nonprofit
organization.

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

Contractor will submit reports no more frequently than annually 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: 12979-R-302(f)
Ref: 12982-R-304-1(g)

The Federal agency, in accordance with procedures in A-124, 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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Standard Patent Rights
Clause at FAR 52.227-11

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

(k) Special Provisions for Contracts with
Non-Profit Organizations (12991 -L) Ref: 12983-L-304(1)(h)

If the contractor is a non-profit organization, it agrees that:

1. Rights to the subject imu.-ition in the United States may not be
assigned without approval of the Federal agency, except to a

patent management organization as defined in this subpar. (k).

2. It will not grant exclusive licenses to other than small business
firms for a period in excess of the earlier of five years from the
first commercial sale or use of the invention, or eight years from
the date of the exclusive license, excluding time before
regulatory agencies necessary to obtain premarket clearance.
Fields of use may be differentiated.

3. It will share royalties with the inventor.

4. The balance of royalties to the contractor after expenses
incidential to the administration of subject inventions (including
payments to inventors) will be utilized for the support of
scientific research or education.
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PART 3-IMPROPER BUSINESS
PRACTICES AND PERSONAL
CONFLICTS OF INTEREST

2. The heading for Subpart 3.3 is
revised to read as follows:

Subpart 3.3-Reports of Suspected
Antitrust Violations
4*

3. Section 3.302 is revised to read as
follows:

3.302 Definitions.

"Identicat bids-means bids for the
same line item that are determined to be
identical as to unit price or total line
item amount with or without the
application of evaluation factors (e.g..
discount or transportation cost).

"Line item" means an item of supply
or service. specified in an invitation for
bids, for which the bidder must bid a
separate price..

3.302-1 and 3.302 -2. URentovedl

4. Subsections 3.302-1 and 3.302-2 are.
removed.

& In section 3.303. paragraph (d) is
revised to read as follows:

3.303 Reporting suspected antitrust
violations.

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

PART 13-SMALL PURCHASE AND
OTHER SIMPLIFIED PURCHASE
PROCEDURES

8. Section 13.000 is revised to read as
follows:

13.000 Scope of part
This part prescribes policies and

procedures for the acquisition of
supplies. nonpersonal services. and
construction from commercial sources,
the aggregate amount of which does not
exceed 625.000.

7. In section 13.101. the definition of
"Small purchase" is revised to read as
follows:

13.101 Definitions.. .
"Small purchase" means an

acquisition of supplies. nonpersonal
services. and construction in the amount
of $25.000 or less using the procedures
prescribed in this. part

0 0

8. In section 13.30Z paragraph (a) is
revised to read as follows:

13.302 Conditions for use.

(a) Individual orders du not exceed
325,000. except that executive agencies
may establish higher dollar limitations
for specified activities or items.

PART 22- PPUCATION OF LABOR
LAWS TO GOVERNMENT
ACQUISITIONS

Subpart 22.10-IReservedj

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

PART 25-FOREIGN ACQUISITION

25.401 [Amended)'

10. In section 25.401. the table in.
"Designated country" is amended by
adding "Israel" to the list.

11. Section 25.402 is amended as
follows:

In paragraphs (a) and (c) change
"5169.000" to read '161.000".

Paragraph (b) is revised to read as
follows:

25.402 Policy.

(b) Except when waived under section
3C2(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.

25.443 (Amended)

12. In section 25.403. paragraph (a) is
amended by changing "$169.000" to read
"$181.000".

25.405 [Amended )

13. In section-25.405. the introductory
text and paragraph (e) are amended by
changing '3169.000" to read "181.000".

25.404 (Amended)

14. Section 25.406 is amended by
alphabetically inserting "Maritime
Administration of the. Department of
Transportation" and "Peace Corps" to-
the list

13. A new Part 27 is added to read as
follows:

TABLE OF CONTENTS
17.000 Scope of part..

SUBPART 27.1-GENERAL
V.101 Applicability.
27.102 Reserved.
27.103 Policy.
27.104 General guidance.

SUBPART 27.2-PATENTS
27.200 Scope of subpart
27.201 Authorization and consent.
27.201-1
27.201-2

V.202
27 M2-1
27.202 -2
27.203

27 203-1
27 203-2

V203-3

V.203-4

27203-3

V.3:13-4)

27204

V.204-1
V2131-2

General.
Clauses on authorization and

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

Government by contractor.
GeneraL
Clauses for formally advertised

contracts (excluding
construction).

Negotiated contracts (excluding
construction).

Clauses for negotiated contracs
(excluding construction).

Clause for construction contracts
and for dismantling.
demolition. and removal of
improvements contracts.

Clause for Government waiver of
indanuuty.

Reporting of royalties -
anticipated or paid.

General.
Solicitation provision for royalty

information.



Federal Register / Vol. 49. No. 63 / Friday, March 30, 1984 / Rules and Regulations 12975=
27.204-3 Patentsnotice of Government

as a licensee

27.204-4 Clause for reporting of royalties
(foreign)

27.205 Adjustment of royalties
27.206 Refund of royalties.
27.206-1 'General
27.206-2 'Cause for refund of royalties.
27.207 Cleissified contracts.
27.207-1 Genera 11.

27.207.2 Chtuse.for classified contracts.

SUBPART 27.3PATENT RIGHTS UNDER
GOVERNMENT 'CONTRACTS

27 300 Scope orsubpart.
27.301 Definitions
27.302 Policy.-
27.303 Contract clauses
27 304 Procedures
27 304.1 General.
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.
27.304-5 Appeals.
27.305 Administration of patent rights

clauses.
27 305.1 Patent rights follow-up
27.305-2 Follow-up by contractor.
27.305-3 Follow-up by Government
27 305-4 Conveyance of invention rights

acquired by the Government.
27 305-5 Publication or release of

invention disclosures.
27.306 Licensing background patent

rights to third parties

SUBPART 27.4RIGHTS IN DATA AND
COPYRIGHTS
27 401 General.

SUBPART 7'.5RESERVED

SUBPART 21.6FOREIGN LICENSE AND
TECHNICAL ASSISTANCE AGREEMENTS

27.001 General
AUTHORITY: 40 USC 486(c). Chapter 137. 10

USC : and 42 USC 2453(c).

27.000 Scope of part

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

SUBPART 27.1GENERAL

27.101 Applicability.

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 to meet the
specific requirements of laws, executive
orders, treaties, or international
agreements. Any agency action adopting
such alternate policies, procedures. and
clauses shall be covered in published
agency regulations.

27.102 Reserved.

27.103 Policy.

The policies pertaining to patents.
data. and copyrights are set forth in this
Part 27 and the related clauses in Part
52

27.104 General guidance.

(a) The Government encourages the
maximum practical commercial use of
inventions made while performing
Government contracts.

(b)tenerally, the Government will
not refuse to award a contract on the
grounds that the prospective contractor
may infnnge a patent.

(c) Generally, the Government
encourages the use of Inventions in
performing contracts and, by
appropriate contract clauses, authorizes
and consents to such use. even though
the inventions may be covered by U.S.
patents and indemnification against
infringement may be appropriate.

(d) Generally, the Government 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 any supplier to the public in the
commercial open market or are the same
as such supplies or services with
relatively minor modifications.

(e) The Government acquires supplies
or services on a competitive basis to the
maxnnum practical extent, but it is
important that the efforts directed
toward increasing competition not
improperly demand or use data relating
to private 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,'and copyrights, and
complies with the stipulations of law in
using or acquiring such rights.

(h) Generally, the Government
requires that contractors obtain
permission from copyright owners
before including privately-owned
copyrighted works in data required to be
delivered under Government contracts.

SUBPART 27.2PATENTS

27.200 Scope of subpart
This subpart prescribes policy with

respect to
(a) Patent infringement liability

resulting from work performed by or for
the Government;

(b) Royalties payable in connection
with performing Government contracts;
and

51

(c) Security requirements covering
patent applications containing classified
subject mailer Lied by contractors.

27.201 Authorization end consent

27.201-1 General.

(a) In those cases where the
Government has authorizes or
consented to the manufacture or use of
an invention described in and covered
by a patent of the United States, any
suit for infiingentent of the patent based
on the manufacture or use of the
invention by or for the United States by
a contractor (including a subcontractor
at any tier) can be maintained only
against the Government in the U.S
Claims Court and not against the
contractor or subcontractor (28 U.S.0
1498). To ensure that work by a
contractor or subcontractor under a
Government contract may not be
enjoined by reason of patent
invringement the Government shall give
authorization and consent in accordance
with this regulation. The liability of the
Government for damages in any such
suit against it may. however, ultimately
be borne by the contractor or
subcontractor in accordance with the
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 a patent indemnity clause and an
authorization and consent clause may
be included in the same contract.

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

(1) Any clause whereby the
Government expressly agrees to
indemnify the contractor against
liability for patent infringement or

(2) Any authorization and consent
clause when both complete performance
and delivery are outside the United
States, its possessions, and Puerto Rico.

27201-2 Clauses on authorization and
consent

(a) The contracting officer shall insert
the clause at 52.227-1, Authorization and
Consent, in solicitations and contracts
(including those for onstructicit
architect-engineer services; dismantling.
demolition. or removal of improvements;
and noncemmon carrier communication
services). except when small purchase
procedures apply or both complete
performance and delivery ,.:e outside
the United States, its possessions, and
Puerto Rico. Although the clause is not
required when small purchase .
procedures apply. It may be used with
them.
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(b) The contracting officer shall Insert
the clause with its Alternate I in all R&D
solicitations and contracts (including
those for construction and architect-
engineer services calling exclusively for
R&D work or exclusively for
experimental work), unless both
complete performance and delivery are
outside the United States. its
possessions, and Puertci Rico. When a
proposed contract involves 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 use the basic clause. Also,
when a proposed contract involves
either R&D or supplies and materials, in
addition to construction or architect-
engineer work, the contracting officer
shall use the basic clause.

(c) If the solicitation or contract is 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 II.'

27.202 Notice and assistance.

27.202-1 General.

The contractor is required to notify
the contracting officer of all claims of
infringement that come to' the
contractor's attention in 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 of or'resulting
from the contract performance.

27.202-2 Clause on notice and assistance.

The contracting officer shall insert the
clause at 52.227-2. Notice and
Assistance Regarding Patent a
Copyright Infringement, in su y,
service, or research and de lopment
solicitations and contrac (including
construction and archi et- engineer
contracts) whic.h ant' pate a iontract
value above the dollar limit set forth at
13.000. except %Alen small purchase
procedures apply or both complete
performance end delivery are outside
the United States. its possessions, and
Puerto Rico, unless the contracts
indicate that the supplies or other
deliverables are ultimately to be
shipped into one of those areas.

27.203 Patent IndemnHication of
Government by contractor.

27.203-1 General.

(a) To the extent set forth in this
section. the Government requires
reimbursement for liability for patent
infringerr _ nt arising out of or resulting
from performing construction contracts
or contracts for supplies or services that
normally are or have been sold or
offered for sale by any supplier to the
public in the commercial open market or
that are the same as such supplies or
services with relatively minor
modifications. Appropriate clauses for
indemnification of the Government are
presibed in the following subsections.

(b) A patent indemnity clause shall
not be used in the following situatiohs:

(1) When the clause at 52.227-1.
Authorization and Consent. with its
Alternate I. is included in the contract.
except that in contracts calling also for
supplies of the kind described in
paragraph (a) above. a patent indemnity
clause may be used solely with respect
to such supplies.

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

'commercial open market. However. a
patent indemnity clause may be
included in (i) formally advertised
contracts to obtain an indemnity
regarding specific components. spare
parts. or services so sold or offered for
sale (see 27.203-2(b) below). and (ii)
contracts to be awarded (either by
formal advertising or negotiation) if a
patent owner contends that the
acquisition would result in patent
infringement and the prospective
contractor. after responding to a
solicitation that did not contain an
indemnity clause. is willing to indemnify
the Government against such
infringement either (A) without increase
in price on the basis that the patent is
invalid or not infringed. or (B) for other
good reasons.

(3) When both performance and
delivery are to be outside the United
States, its possessions. and Puerto Rico.
unless the contract indicates that the
supplies or other deliverables are
altimately to be shippcd into one of
those areas.

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

(5) When the contract is solely fur
architect-engineer work (see Part 38).

27.203-2 Classic for formally advertised
contracts (excluding construction).

(a) Except when prohibited by 27.203 -
1(b) above, the contracting officer shall

insert the clause at 52.227-3, Patent
Indemnity, in formally advertised
contracts for supplies or services
(excluding construction and dismantling,
demolition. and removal of
improvements). if the contracting officer
determines that the supplies or services
(or such items with relatively minor
modifications) normally are or have
been sold or offered for sale by any
supplier to the public in the commercial
open market. Also the clause may be
included as authorized in 27.203-
1(b)(2)(1).

(b) In solicitations and contracts
(excluding those for construction) that
call in part for specific components.
spare parts. or services (or such items
with relatively minor modifications) that
normally are or have been sold or
offered for sale by any supplier to the
public in the commercial open market.
the contracting officer may use the
clause with its Alternate I or IL as
appropriate. The choice between
Alternate I (identification of excluded
items) and Alternate II (identification of
included items) should be based upon
simpiicity. Government administrative
convenience and ease of :dentification
of the items.

(c) In solicitations and contracts for
communication services and facilities
where performance is by a common
carrier. and the services are unregulated
and are not priced by a tariff schedule
set by a regulatory body. use the basic
clause with its Alternate III.

27.203-3 Negotiated contracts (excluding
construction).

A patent indemnity clause is not
required in negotiated contracts. (except
construction contracts covered at 27 203-
5), but may be used as discussed in
27.203-4 below. A decision to omit a
patent indemnity clause in a negotiated
fixed-price contract described in this
subsection should be based on a price
consideration to the Government for the
foregoing indemnification rights
normally received by commercial
purchasers of the same supplies or
services.

27.203-4 Clauses for negotiated contracts
(excluding construction).

(a) The contracting officer may insert
tne clause at 52.22/-i. Patent
Indemnity

(1) As authorized in z7.203-1(b)(2)(ii):
and

(2) Except as prohibited by 27.203 -
1(b), in solicitations anticipating
negotiated contracts (and such
contracts) for supplies or services
(excluding construction and dismantling.
demolition, and removal of
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improvements), if the contracting officer
determines that the supplies or services
(or such items with relatively minor
modifications) nomseMy are or have
been said or offered foe sal* by any
supplier to the public in the commercial
open markeL Ordinarily. the contracting
officer. in consultation with the
Prospective contractor. should be able to
determine whether the supplies or
services being purchased normally are
or have been sold or offered for sale by
any supplier to the public in the
commercial open market. (For
negotiated construction contracts. see
27.203.5).

(b) In solicitations and contracts that
call in part for specific components.
spare parts. or services (or such items
with relatively minor modifications) that
normally are or have been sold or
offered for sale by any supplier to the
public in the commercial open market.
the contracting officer may use the
clause with its Alternate 1 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 a 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 M.

27.203-5 Clause for construction
contracts and for dismantling, demoliilon,
and removal of Improvements contracts.

Except as prohibited by 27.203-1(b).
the contracting officer shall insert the
clause.at 52.2274. Patent Indenunty
Construction Contracts. in solicithtions
and contracts for construction or that
are fixed-price for dismantling.
demolition or removal of improvements.
If it is determined that the construction
will necessarily involve the use of
structures, products. materials,
equipment. processes. or methods that
are nonstandard, noncommercial, or
special, the contracting officer may
expressly exclude them from the patent
indemnification by using the basic
&Rose with its Alternate 1.

272034 Clause for Government waiver
of Indemnity.

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

Waiver of Indemnity. in solid tabons
and contracts in addition to the
appropriate patent indemnity clause.
The contracting officer shall document
the contract file with a copy at the
wntteu approval

17.204 Reporting of royaltlesanticIpated
or paid.

27.204-1 General
(a) (1) To determine whether royalties

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

(2) Royalty information 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 protection of the
Government's interests.

(b) When it is expected that work may
be performed in the United States, its
possessions. or Puerto Rico. any
solicitation that may result in a
negotiated contract for which royalty
information is desired or for which cost
or pricing data is obtained (see 15.804)
should contain a provision requesting
information relating to any proposed
charge for royalties. If the work is to be
performed in the United States, its
possessions. or Puerto Rico and the
response to the solicitation includes a
charge for royalties, the contracting
officer shall, before award of the
contract, forward the information
relating to the proposed payments of
royalties to the office having cognizance
of patent matters for the contracting
activity concerned. The cognizant office
shall promptly advise the contracting
officer of appropriate action. Before
award, the contracting officer shall take
action to protect the Government's
interest with respect to such royalties.
giving due regard to all pertinent factors
relating to the proposed contract and the
advice of the cognizant office.

(c) The contracting officer, when
considering the approval of a
subcontract for work to be performed in
the United States. its possessions. or
Puerto Rico, shall require and obtain the
same royalty information and take the
same action with respect to such
subcontracts in relation to royalties as

5,i

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

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

27.7f_4-1 Solicitation provision for royalty
Information.

If it is expected that work may be
performed in the United Stales, its
possessions, or Puerto Rico. the
contracting officer shall insert a
solicitation provision substantially as
shown in 52.227-8. Royalty Information.
in any solicitation that may result in a
negotiated contract for which royalty
information is desired or for which cost
or pricing data is obtained under 15.804.
If the solicitation is for communication
services and facilities by a common
carrier, use the provision with its
Alternate I.

27.204-3 Patentsnctice of Government
as a licensee.

(a) When the Govervnent 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 has reason
to believe) that the licensed patent will
be applicable to a prospective contract,
the Government should furnish
information relating to the royalty to
prospective offerors since it serves the
interest of both the Government and the
offerors. In such situations. the
contracting officer should include in the
solicitation a notice of the license. the
number of the patent, and the royalty
rate recited in the license.

(b) When the Government is oh'igated
to pay such a royalty, the solicitation
should also require offerors to furnish
information indicating whether or not
each offeror is a licensee under the
patent or the patent owner. This
information is necessary so that the
Government may either (1) evaluate an
offeror's price by adding an amount
equal to the royalty, or (2) negotiate a
price reduction with an offeror-licensee
when the offeror is licensed under the
same patent at a lower royalty rate.

(c) If the Government is obligated to
pay a royalty on a patent involved in the
prospective contract the contracting
officer shall insert Li the solicitation,
substantially as shown, the provision at
52.227-7, PatentsNotice of Government
Licensee.
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27.204-4 Clause for reporting of royalties
(foreign).

In solicitations contemplating
negotiated contracts (and such
contracts) to be performed outside the
United States, its possessions. and
Puerto Rico, regardless of the place of
delivery, the contracting officer shall
insert the clause at52.227-6. Reporting of
Royalties (Foreign).

27.205 Adjustment of royalties.
(a) If at any time the contracting

officer has reason to believe that any
royalties paid. or to be paid, under an
existing or prospective contract or
subcontract are inconsistent with
Government rights, excessive, or
otherwise improper, the facts shall be
promptly reported to the office having
cognizance of patent matters for the
contracting activity concerned. The
cognizant office shall review the
royalties thus reported and such
royalties as are reported under 27.204
and 27.206 and. in accordance with
agency procedures, shall either
recommend appropriate action to the
contracting officer or. if authorized. shall
take appropriate action.

(b) In coordination with the cognizant
office. the contracting officer shall
promptly act to protect the Government
against payment of royaltieron supplies
or services

(1) With respect to %Lich the
Government has a totaity-free license;

(2) At a rate in excess of the rate at
which the Government is licensed: or

(3) When the royalties in whole or in
part otherwise constitute an improper
charge.

(c) In appropriate cases. the
contracting oni, 'r coordination with
the cognizant office shall obtain a
refund pursuant to any refund of
royalties clause in the contract (see
27.206) or negotiate for a reduction of
royalties.

(d) For guidance in evaluating
information furnished pursuant to 27.204
and 27.205(a) above. see 31.205-37 and
31.311-34. See also 31.109 regarding
advance understandings on particular
cost items. uicluding royalties.

27.206 'Refund of royalties.

27...206 -1 General.
When a fixed -price contract is

negotiated under circumstances that
make it questionable whether or not
substantial amounts of royalties will
have to be paid by the contractor or a
subcontractor, such royalties may be
included in the target or contract price.
provided the contract specifies that the
Government will be reimbursed the
amount of such royalties if they are not

paid. Such circumstances might include,
for example, either a pending
Government anti-trust action or
prospective litigation on the validity of a
patent or patents or on the
enforceability of an agreement (upon
which the contractor or subcontractor
bases the asserte obligation) to pay the
royalties to be included in the target or
contract price.

27.206-2 Clause for refund of royalties.
The contracting officer shall insert the

clause at 52.227-9. Refund ef Royalties.
in negotiated fixed-price contracts and
solicitations contemplating such
contracts if the contracting officer
determines that circumstances make it
questionable whether or not substantial
amounts of royalties will have to be
paid by the contractor or a
subcontractor at any tier.

27.207 Classified contracts.

27.207-1 General.
(a) Unauthorized disclosure of

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

(b) Upon receipt from the contractor
of a patent application. not yet filed.
that has been submitted by the
contractor in compliance with paragraph
(a) or (b) of the clause at 52.227-10.
Filing of Patent ApplicationsClassified
Subject Matter. the contracting officer
shall ascertain the proper security
classification of the patent application.
Upon a determination that the
applicat'on contains class' led subject
matter. the contracting officer shall
inform the contractor of any instructions
deemed necessary or advisable relating
to transmittal of the application to the
United States Patent Office in
accordance with procedures in the
Department of Defense Industrial .

Security Manual for Safeguarding
Classified Security Information. If the
material is classified "Secret" or higher.
the contracting officer shall make every
effort to notify the contractor of the
determination within 30 days. pursuant
to paragraph (a) of this riense.

(c) In the case of all applications filed
under the provisions of this section
27.207, the contracting c..fficer, upon
receiving the application enal number.
the.filing date, and the information
furnished by the contractor under
paragraph (d) of the clause at 52.2.27-10.
Filing of Patent ApplicationsClassified
Subject Matter, shall promptly submit
that information to personnel having
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cognizance of patent matters in order
that the steps necessaiT to ensurc he
security of the application may be taken.

(d) A request for the approval referred
to in paragraph (c) of the clause at
52.227-10. Filing of Patent Applications
Classified Subject Matter, must be
considered and acted upon promptly by
the contracting officer in order to avoid
the loss of valuable patent rights of the
Government or the cont: actor.

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

clause at 52.227-10. Filing of Patent
ApplicationsClassified 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 27.3PATENT RIGHTS
UNDER GOVERNMENT CONTRACTS

27.300 Scope of subpart.
This subpart prescribes policies.

procedures. and contract clauses with
respect to inventions made in the
performance of work under a
Government contract or subcontract
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 policies. procedures.
and clauses as specified in agency
supplemental regulations.

27.301 Definitions.
"Invention." as used in this subpart.

means any invention or discovery that is
or may be patentable or otherwise
protectable under Title 35 of the U.S.
Code.

..lade." as used'., this subpart. when
used in relation to any invention. means
the conception or first actual reduction
to practice of such invention.

"Nonpro.".! organization." as used in
this subpart. means a domestic
university or other institution 3f higher
education or an organization of the type
described in section 501(c)(3) of the
Internal Revenue Code of 1954 (28 U.S.C.
501(c1) and exempt from taxation under
section 501(a) of the Internal Revenue
Code (26 U.S.C. 501(a)), or any domestic
nonprofit scientific or educational
organization qualified under a State
nonprofit organization statute.

"Practical application." as used in this
subpart. means to manufacture. in the
case of a composition or product to
practice. in the case of a process or
method: or to operate, in the case of a
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machine or system: and. in each case.
under such conditions as to establish
that the invecion is being utilized and
that its benefits are, to the extent
permitted by le - or Government
regulations, available to the public on .

reasonable terms.
"Small business firm." as used in this

subpart. means a domestic small
business concern as defined at 15 U.S.C.
632 and implementing regulations of the
Administrator of the Small Business
Administration. (For the purpose of this
definition. the size standard contained
in 13 CFR 121.3-8 for small business
contractors and in 13 CFR 121.3-12 for
small business subcontractors will be
csed. See FAR Part 19).

"Subject invention," 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. (11 The policy of this

section is based on 35 U.S.0 Chapter 18
(Pub. L 96-517). OMB Circular A-124.
and the Preside. :1st Memorandum on
Government Patent Policy to the Heads
of Flecutive Depai tments and Agencies
dated February 18. 1983. The objectives
of this policy are to use the patent
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 deveiopment efforts: to ensure that
these inventions are used in a manner to
promote free competition and enterprise:
to promote the commercialization and
public availability of the inventions
made in the United States by United
States 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 of inventions: and to
minimize the costs of administering
policies in this area.

(2) Some agencies are subject. in
whole cr in in t. to one of the following
statutes. which require that information
as to uses. 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(c). 30 U.S.C. 937(b).10 U.S.C. App.
302(e). 30 U.S.C. 1226. and 15 U.S.C.
13n5(c). Such agencies shall generally
use the clauses herein allowing title to
patents to be retained by the contractor.
and the related procedures.

(b) Contractor 3ht to elect tale.
Under the policy set forth in paragraph
(a) above, each contractor may. after
disclosure to the Government as

required by the patent rights clause
included in the contract. elect to retain
title to any invention made in the
performa-ine of work under the contract.
To the extent an agency's statutory
requirements necessi'ate a different
policy, or different procedures and/or
contract clauses to effectuate the policy
set forth in paragraph (a) above, such
policy, procedures, and clauses shall be
contained in or expressly referred to in
that agency's supplement to this
subpart. In addition. contract may
provide otherwise (1) when the contract
is for the operation of a Government-
owned research or production facility.
(2) in exceptional circumstances when it
is determined by the agency that
restriction or elimination of the right to
retain title in any subieccinvention will
better promote the policy and objectives
of 35 U.S.C. Chap.er 18 and the
Presidential Memorandum. or (3) when
it is determined by a Government
authority which is authorized by statute
or Executive Order to conduct foreign
intelligence or counterintelligence
activities that the restriction or
elimination of the right to retain title to
any subject invention is necessary to
protect the security of such activities. In
those instances when the Government
has the right to acquire tale at the time
of contracting the contractor may.
nevertheless, request greater rights to an
identified ire ention. (See 27.304-1(a).)
The right of the contractor to retain title
shall. in any.event. be subject to the
provisions of paragraphs (c) through (g)
below unless for contracts with other
than small business or nonprofit
organizations the agency determines
before contract award that all or
portions of these provisions may be
modified, waived, or omitted. (See
27.304-1(f).)

(c) Government license. The
Government shall have (unless provided
otherwise in accordance with 27.304 -
1(f)) at least a nonexclusive.
nontransferable. irrevocable, paid-up
license tv practice. or have practiced for
or on behalf of the United States. any
subject invention throughout the world:
and may. if provided in the contract (see
Alternate I of the applicable patent
rights clause). have additional rights to
sublicense any foreign government or
international organization pursuant to
existing treaties or ements
identified in the co r. t. and any feture
treaty or agre'

(d) Government right to receive title.
(1) The Government has the right to
receive title to any invention if the
contract so provides pursuant to a
determination made in accordance with
subparagraph (b1(1). (2). or (3) abcive. In
addition. to the extent provided in the
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patent rights clause, the Government
has the right to receive title to an
invention

(i) If the contractor has not disclosed
the invention within the time specified
in the clause:

(ii) In any country where the
contractor does not elect to retain rights
or fails to elect o retain rights to the
invention within the time specified in
the clause:

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

(iv) In any country where the
contractor decides not to continue
prosecution of a patent application, pay
maintenance fees. or defend in a
reexamination or opposition proceeding
on the patent: and/or

(v) In any country where the
contractor no longer desires a retain
title.

(2) For the purposes of this paragraph.
election or filing in a European Patent
Office Region or under the Patent
Cooperation Treaty constitutes election
or filing in any country covered therein
to meet the times specified in the clause,
provided that the Government has the
right to receive title in those countries
not subsequently designated by the
contractor.

(e) Utilisation reports. 'Unless
provided otherwise in accordance with
27.304-1(f). contracts provide that the
Government shall have the right to
require periodic reporting on the
utilization or efforts at obtaining
utilization that are being made by the
contractor or its licensees or assignees.
Such reporting by small business firms
and nonprofit organizations may be
required in accordance with instructions
as may be issued by the Department of
Commerce. Agencies should protect the
confidentiality of utilization r. sorts to
the extent permitted by 35 USA... 205 or
other applicable laws and OMB Circular
A-124.

(f) March-in rights. (1) With respect to
any subject invention in which a
contractor has acquired title. cortr
provide that the agency shall have L
right (unless provided otherwise in
accordance with 27.304-1(0) to require
the contractor, an assignee. or exclusive
licensee of a subject invention to grant
nonexclusive. partially exclusive, or
exclusive license in any field of use to a
responsible applicant or applicants,
upon terms that are reasonable under
the circumstances. and if the ccntracto
assignee. or exclusive licensee refuses
such request, to grant such a license
itself, if the agency detertmnes thrt such
action is necessary
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(i) Because the contractor or assignee
has not taken. or is not expected to take-
within a reasonable time. effective steps
to achieve practical application of the
subject invention in such field of use:

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

(iii) To meet requirements for public
use specified by Federal regulations and
such requirements are not 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
sell any subj, invention in the United
States is in breach of its agreement
obtained pursuant to paragraph (g)
below.

(2) This right of the agency shall-be,
exercised only after the cont. or has
been provided a reasonable time to
present facts and show cause why the
proposed agency action should not be
taken, and afforded an opportunity to
take appropriate action if the contractor

.-.ies to dispute or appeal the
proposed action, in accordance with
27.304-1(g).

(g) Preference for United States
industry. Unless provided otherwise in
accordance with 27.304-1(f), contracts
provide that no contractor which
receives title to any subject Inventior
and-no assignee of any such contractor
shall grant to any person the exclusive
right to use or sell any subject invention
in the United States unless such person
agrees that any products embodying the
subject invention or produced through
the use of the subject invention will be
manufactured substantially in the
United States. However. in mdividual
case= f.e requirement for such an
'gm ,,nent may be waived by the agency
upon a showing by the contracto: or
assignee that reasonable but
unsuccessful efforts have been made to
grant licenses on similar terms to
potential licensees that would be likely
to manufacture substantially in the
United States or that antler the
circumstances domestic manufacture is
not commercially feasible.

(h) Minimum rights to cont .rotor. (1)
When the Government acquires title to a
subject invention. the contractor is
normally granted a revocable.
nonexclusive. royalty-free license to that
invention throughout the world. The.
contractor's license extends to its
domestic subsidiaries and affiliates. if
any, within the cor"orate structure of
which the contractor is a part and
Includes the right to grant sublicense' of
the same scope to the extent the

contractor was legally obligated to do so
at the time the contract was awarded.
The license is transferable only with the
approval of the contracting officer
except when transferred to the
successor of that part of the contractor's
business to which the invention
pertains.

(2) The contractor's domestic license
may be revoked or modified to the
extent necessary to achieve expeditious
practical 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
geographical areas in which the
contractor has achieved practical
application and continues to make the
benefits of tlAi invention seasonably
accessible to the public. The license in
any foreign country may be revoked or
modified to the extent the contractor, its
liceniees. or its domestic subsidiaries or
affiliates have failed to a -hove practical
applicatio'. in that country. See the
procedures at 27.304-1(e).

(i) Confidentiality of inventions. The
publication of information disclosing an
invention by any party before the filing
of a patent application may create a bar
to a valid patent. Accordingly. 35 U.S.C.
205 and OMB Circular A-124 provide
that Federal agencies are authorized to
withhold from disclosure to the public
information disclosing any invention in
which the Federal Government owns or
may own a right. title, or Interest
(including a nonexclusive license) for a
reasonable time in order for a patent
application to be filed. Furthermore.
Federal agencies shall not be required to
release copies of any document which is
part of an applicat:on for patent riled
with the United States Patent and
Trademark Office ,Jr with any foreign
patent office. The Presidential
Memorandum on Government Patent
Policy speafies that agencies should
protect the confidentiality of invention
disclosures and patent applications
required in perforrna, e or in
consequence of aw ds to the extent
permitted by 35 U.S.C. 205 or other
applicable laws.

27.303 Contract mamas.
In contracts (and solicitations

therefor) for experimental.
developmental, or research work (but
see 27.304-3 regarding contracts for
construction work or architect-engineer
services), a patent righte clause shall be
inserted as follows:

(a) The contracting officer shall
insert the clause at 52.227.11. Patent
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RightsRetention 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). the
Department of Energy (DOE), or the
National Aeronautics and Space
Administration (NASA), any other type
of contractor.

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

(2) To the extent the information is not
required elsewhere in the contract, and
unless otherwise specified by agency
supplemental regulations. the
contracting officer may modify
paragraph (f) of the clause to require the
contractor to do one or more of the
following:

(i) Provide periodic (but not more
frequentlythan annually) listings of all
?Abject invention required to be
disclosed during the period covered by
the report

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

(di) Provide notificai.on of all
subcontracts for experimental,
developmental, or research work

(iv) Provide. upon request. the filing
date. serial number and title: .a copy of
the patent application: and patent
number and mi..: late for any subject
invention in any country in winch the
contractor has applied for patents.

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

(3) If the acquisition of patent rights
for the benefit of a foreign government is
required under a treaty or execplive
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
_ :blicense foreign governments or
international organizations pursuant to
any existing or future treaty or
agreement. the contracting officer shall
use the clause with Its Alternate

(b) (1) The contracting officer shall
insert the clause at 52.227-12. Patent
RightsRetention by the Contractor
(Long Form), if all the following
conditions apply:

(i) The contractor is other than a small
business firm or nonprofit organization.

(ii) No alternative 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)(i) above.
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(2) If the aequisoinn of p .'rot rights

for the benefit of a foreign gnvernment is
tLquired under a treaty or executive
agreement or if the agency head or a

nee determines at the time of
contract:lig that it would be in the
national interest to acquire the right to
sublicen-: foreign governments or
international organizations pursuant to
any existing or future treaty or
agreement. the contracting officer shall
use the clause with its Alternate I.

(c) (1) The contracting officer shall
insert the clause at 52.227-13, Patent
RightsAcquisition by the Government,
if any of the following conditions apply:

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

(ii) The work is to be performed
outside the United States, its
possessions, and Puerto Rico by
contrac.tors that are not small business
firms, nonprofit organizations as defined
in 27.301, or domestic firms. For
purposes cf this subparagraph. the
contracting officer may presume that a
contractor is not a domestic firm unless
It is known that the firm is not foreign
owned. cuntrolled, or influenced. (See
27 :104.4(a) regarding subcontracts with
U.S firms.)

(2) Pursuant to their statutory
requirements. DOE and NASA rhay
specify in their supplemental regulators
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 acquisition of patent rights
for the benefits of a foreign government
is required under a treaty or executive
agreement or if the agency head or a
designee determines at the time of
contracting that it would be in the
national interest to acquire the right to
sublicense fareign governments or
international organizations pursuant to
any existing or future treaty or
agreement. the contracting officer shall
use the clause with its Alternate I.

(d) (1) if one of the followirg applies.
the contracting officer may insert the
clause prescribed in paragraph (a) or (b)
above as otherwise applicable: ageni.y
supplemental rrgulations may provide
another clause and specify its use: or the
contracting officer shall insert the clause
prescribed in paragraph (c) above:

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

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

Chapter 18 of Title 35 of the United
Sid:C3 Code.

(iii) It is determined by a Government
authority whi,h is authurized by statute
or executive order to conduct foreign
inteiligence or counterintelligence
activities that restriction or elimination
of the right to retain any subject
invention is necessary to protect the
security of such activities.

(2) Any determination under
subdivis,on (1)(ii) above will be in
writing and accompanied by a written
statement of facts justifying the
determination. The stat.inient of facts
will contain such information as the
agency deems relevant and, at a
minimum, will (i) identify the
organization involved, (ii) describe the
extent to which agency action restricted
or eliminated the right to retain title to a
subject invention, (iii) state the facts
and rationale supporting the agency
action, (iv) provide supporting
documentation for those facts and
rationale, and (v) indicate the nature of
any objections to the agency action and
provide any documentation in which
those objections appear. In the case of
contracts with small business concerns
or nonprofit organizations, a copy of
each such determination and written
statement of facts will be sent to the
Comptroller General of the United
States within 30 days after the award of
the applicable funding agreement. In the
case of contracts with small business
concerns, copies will also be sent to the
Chief Counsel for Advocacy of the Small
Business Administration.

(e) To qualify for the clause at 52.227-
11, a prospective contractor may be
required by the agencies excepted under
subdivision (a)(1)(i) above to certify that
it is either a small business firm or a
nonprofit organization. If one of these
agencies has reason to question the
status of the prospective contractor, the
agency may file a protest in accordance
with 13 CFR 121.3-5 if small business
firm status is questioned or require the
prospective contractor to furnish
evidence of its status as a nonprofit
organization.

(f) The Alternates to the clauses at
52.227-11. 52.227-11 and 52.227-13, as
applicable, may be modified by deleting
the reference to future treaties or
agreements or by otherwise more
narrowly defining classes of future
treaties or agreements. It may also.be
modified to make clear that the rights
granted to the foreign government or
international organization may be for
additional rights beyond a license or
sublicense if so required by the
applicable treaty or international
agreement. For example, in some cases
e- 'usive licenses or even assignment of

title in the foreign cm.ntry
might be mg iirrd In addition.
Alternate may be mndifiod to provide
for direct licensing by the contractor of
the foreign government or international
organization.

27.304 Procedures.

27.304-1 Gene at.

(a) Creoter rights determinations.
Whenever the contract contains the
clause at 52.227-13, Patent Rights
Acquisition by the Government, the
contractor (or an employee-inventor of
the contractor after consultation with
the contractor) may request greater
rights to an identified invention within
the period specified in such clause.
Requests for greater rights may be
granted lithe agency head or designee
determines that the interests of the
United States and the general public will
be better served thereby. In making such
determinetions, the agency head or
designee shall consider at least the
following objectives:

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

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

(3) Promoting public availability of
inventions made in the United States by
United States industry and labor.

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

(b) Retention of rights by inventor. If
the contractor does not elect to retain
title to a subject invention, the agency
may consider and, after consultation
with the contractor, grant requests for
retention of rights by the inventor.
Retention of rights by the inventor will
be subject to the conditions in
paragraph (d) (except subparagraph
(d)(1)). subparagraph (f)(4), and
paragraphs (h), (i), and (j) of the
applicable Patent Rights .Retention by
the Contractor clause.

(c)Covernmerit assignment to
contractor of -fights in Government
employees' icventions. When a
Government employee is a coinventor of
an invention inside under a contract with
a small bush.ess firm or nonprofit
organization. the agency employing the
coinventor may transfer or reassign
whatever right it may acquire in the
subject invention from its employee to
the contractor. subject to the conditions
of 35 U.S.C. Chapter 18 and OMB
Circular A-124.

5t/
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(d) Additional requirements. (1) 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 of 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 report

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

(iii) Provide notification of
subcontracts for experimental.
developmental, or research work.

(iv) Provide upon request. the filing
date. serial number and tide: a copy of
the patent application; and patent
number and issue date for any subject
invention in any country in which the
contractor has applied for patents.

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

(2) To the extent provided by such
modification (and automatically under
the terms of the clauses at 52.227-12 and
-13), the contracting officer may require
the contractor to

(i) Furnish a copy of each subcontract
containing & patent rights clause (but if
a copy of a subcontract is furnished
under another clause, a duplicate shall
not be requested under the patent rights
clause);

(ii) Submit interim and fir. II invention
reports listing subject inventions and
notifying the contracting officer of all
subcontracts awarded for experimental.
developmental, or research work;

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

(iv) Submit periodic reports on tine
utilization of a subject invention or on
efforts at obtair.ing utilization that are .
being made by the contractor or its
licensees or usignees.

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

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

(e) Revocation or modification of
contractor's minimum rights. Before
-evocation or modification of the

contractor's license in accordance with
27.302(h)(2), the contracting officer will
furnish the contractor a written notice of
intention to revoke or modify the
license. and the contrac.ir will be
allowed 30 days (or such other time as
may be authorized by the contracting
officer for good cause shown by the
contractor) after the notice to show
cause why the license should not be
revoked or modified. The contractor 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.

(0-Modification. waiver. or omission
of rights of the Government or
obligations of the contractor. (1) In
contracts not subject to 35 U.S.C.
Chapter 18. an agency may modify.
waive. or omit. m whole or in part, any
of the rights of the Government or
obligations of the contractor described
in 27.302(c) through (h) if the agency
head or designee determines at the time
of contracting (i) that the interests of the
United States and the general public will
be better served thereby as. for
example, where 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 protect the
interests of the United States and the
general public under the policy and
objectives of 27.302(a)(1), such
statement must 3pecifically

(4 Describe the extent to which the
Government's rights are to be modified.
waived. or omitted:

(ii) State the facts and rationale for
such modificatic- waiver. . omission:
and

(iii) Include a statement as to why the
interests of the United States and (ho
general public will be better served by
such modification. waiver. or omission
under the policy and objectives of
37.302(a)(1), with parlicular emphasis on
(A) ensuring that the Government
obtains sufficient rights to meet its
needs competitively and at the lowest
cost when relinquishing the-
Government's royalty-free license rights,
(B) protecting the public against nonuse
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or unreasonable use of inventions
arising out of the contract when
relinquishing march-in rights intended to
prevent suppression of such inventions
and to assure their availability to meet
health or safety needs or regulatory
requirements. and (C) promoting the
public availability of such inventions
through commercialization by Uruted
States industry and labor.

(g) Exercise of march-in rights. The
following procedures shall govern the
exercise of the march-in rights set forth
in 35 U.S.C. 203. paragraph (j) of the
Patent RightsRetention by the
Contractor clauses. and subdivision
(c)(1)(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 initialing any march-in
proceeding in accordance with the
procedures of subparagraph (2) below, it
shall notify the contractor in writing of
the information and request informal
written or oral comments from the
contractor. In the absence of any
comments from the contractor within i
days the agency may. at its discretion,
initiate the procedures below. If a
comment is received. whether or not
within 30 days. then the agency shall.
'ithin 80 days after it receives the

comment. either initiate the proced res
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 by the issuance of a written
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 f; Its upon
which the action is based. and shall
specify the field or fields of 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. as 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. 202(d)
and. far that purpose. the term
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"contractor" as used herein shall be
deemed to inrinds the inventor.

(4) The contractor amigos.. or
exclusive licensee will not berequired
to groat a license and the Government

either

t pant may license until alter
400 days hum the date of the

contractor's receipt ef the central-ling
officer's declaim if no appeal of the
decision has been made to a Board of
Contract Appeals and if no action has
been brought under 41 U.S.C. 000 within
that time, or (ll) the board or court has
made a final decision. hi cases when an
appeal or action has been brought
within 90 days of the contracting
officer's decision.

(h) Licenses and assignments under
contracts with nonprofit organizations.
If the coreractor is a nonprofit
organization, the clause at 52.227-11
provides that certain contractor actions
require agency approval. as specified
below. Agencies shall provide
procedures for obtaining such approval.

(1) Rights to a subject invention in the
United States may not be assigned
without the approval of the contracting
agency. except where such assignment
is made to an organization which has as
one of its primary functions the
management of inventions and which is
not, itself, engaged in or does not hold a
substantial interest in other
organizations engaged in the
manufacture or sale of products or the
use of processes that might utilize the
invention or be in competition with
embodiments of the invention (provided
that such assignee will be subject to the
same provisions as the contractor).

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

(i) Five years from first commercial
sale or use of the invention; or

(ii) Eight years from the date of the
exclusive license excepting that time
before regulatory agencies necessary to
obtain premarket clearance. unless on a
case-by-cue basis the contracting
agency approves a longer exclusive
license. If exclusive field of use licenses
are granted, commercial sale or use in
one field of use will not be deemed
t . nmerciel sale or Ise as to other Ileitis
of use, and a first commercial sale or
use with respect to a product of the
invention will not be deemed to end the
exciusive period to different subsequent
products covered by the invention.

27.304-2 Contracts placed by or tor other
Government agencies,

The following procedures apply
agency agreements provide otherwise:

(a) When a Government agency
requests another Government agency to
award a contract on its behalf. the
request should explain any special
circumstances surrounding the contract
and specify and furnish the patent rights
clause to be used Normally. the clause
will be in accordance with the policies
and procedures of this subpart. IL
however. the request states that a clause
of the requesting agency Is required (e.g..
because al slabilary requirements. a
deviation. or exceptional circumstances)
that clause shall be used rather than
those of this subpart.

(1) If the request states that an agency
clause is required and the work to be
performed ender the contract is not
severable and is funded wholly or in
part by the agency. then that agency
clause and nu other patent rights clause
shall be included in the contract.

(2) If the request states that an agency
clause is required. and the work to be
performed under the contract is
severable and is only in part for the
requesting agency. then the work which
is on behalf of the requesting agency
shall be identified in the contract. and
the agency clause shall be made
applicable to that portion. In such-
situations. the remaining portion of the
workIfor the agency awarding the
contract) shall likewise be id-ntified
and the appropriate patent rights clause
(if required) shall be made Applicable to
that remaining portion.

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

(b) Where use of the specified clause,
or any modification, waiver, or omission
of the Government's rights under any
provisions therein, requires a written
determination, the reporting of such
determination, or a deviation, if any
such acts are required in accordance
with 27.303(d)(2), 27.304-1(f)(2). or 1.4, it
shall be the responsibility of the
requesting agency to make such
determination, submit the required
reports. and obtain such deviations, in
consultation with the contracting
agency. unless otherwise agreed
between the contracting and requesting
agencies. However, a deviation to a
specified clause of the requesting
agency shall not be made without prior
approval of that agency.

(c) The requesting agency may
require. and provide instructions
re,,arding, the forwarding or handling of
any invention disclosures or other
reporting requirements of the specified
clauses. Normally the requesting agency
shall be responsible for the handling of
any disclosed inventions. including the

5z)

filing of patent implication where the
Government receives title, and the
custody. control. and licensing thereof.
unless provided Chemin in the
instracsoos or Cher agreements with
the csatracting agency.

27.304-3 Contracts tor construction work
or =MUMngineer services.

(a) li a solicitation or corttrect far
coostroclion work or architect-engineer
services has as a purpose the
performance of experiments'.
developmental. or research work ar test
and-evaluation studies lambing such
work and calls for. or can be expected
to involve, the design of a Government
facility or of novel structures. machines.
produce, materials, processes. or
equipment (including construction
equipment), it shall include a patent
rights clause selected in accordance
with the policies and procedures of this
Subpart 27.3. .

(b) A solicitation or contract for
construction work or architect-engineer
services that calls for or can be
expected to involve only "standard
types of construction" to be built by
previously developed equipment,
methods. and processes shall not
include a patent rights clause. The te
"standard types of construction" means
construction in which the distinctive
features, if any, in all likelihood will
amount to no more than

(1) Variations in size. shape, or
capacity cf otherwise structurally
orthodox and conventionally acting
structures or structural groupings: or

(2) Purely artistic or esthetic (as
distinguished from functionally
significant) architectural configurations
and designs of both structuael and
nonstruc alai members or groupings.
which may or n:ay not be sufficiently
novel or meritorious to qualify for
design protection under the design
patent or copyright laws.

27.304-4 Subcontracts.

(a) The policies and procedures
covered by this subpart apply to all
contracts at any tier. Hence. a
contractor awarding a subcontract and a
subcontractor awarding a lower-tier
subcontract that has as a purpose the
conduct of experimental, developmental.
or research work is required to
determine the appropriate patent rights
clause to be included that is consistent
with these policies and procedures.
Generally, the clause at either 52.22741,
52.227-12. or 52.227-13 is to be used and
will be so specified in the patent rights
clause contained in the higher-tier
contract. but the contracting officer may
direct the use of a particular patent
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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 the
prime contract because the 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 matter shall be resolved by the
agency contracting officer in
consultation with counsel.

(c) It is Government policy that
contractors shall not use their ability to
award subcontracts as economic
leverage to acquire rights for themselves
in inventions resulting from
subcontracts.

27.304-5 Appeals.
(a) The agency official initially

authorized to take any of the following
actions shall provide the contractor with
a written statement of the basis for the
action at the time the action is taken.
including any relevant facts that were
relied upon in taking the action:

(1) A refusal to grant an extension to
the invention disclosure period under
subparagraph (c)(4) 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 (v).

(3) A refusal to grint 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(h)(3).

(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 the policy and
objectives of 35 U.S.C. 200-200 and this
subpart.

(c) Appeals procedures established
under paragraph (b) above shall include
administrative due process procedures
end standards for fact finding at least
comparable to those set forth in Part
13e-g of OMB Circular A-124 whenever
there is a dispute as to the factual basis
for an agency request for a conveyance
of title under 27.302(d)(1)(1) 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)
above are subject to appeal under the

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

27.305 Administration of patent rights
clauses.

27.305-1 Patent rights follow-up.
(a) It Is important that the

Government and the 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
unnecessary payment of royalties and to
defend themselves against claims and
suits for patent infringement. To attain
these ends. contracts having a patent
sights clause should be so administered
that

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

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

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

(4) The rights of the Government in
filed patent applications are
documented by formal instruments such
as licenses or assignments; and

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

(b) If a subject invention is made
under funding agreements of more than
one agency. at the request of the
contractor or on their own initiative. the
agencies shall designate one agency as
responsible for administration of the
rights of the Government in the
invention.

27.305-2 Follow-up 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 are met and that subject

-inventions are timely identified and
disclosed. and when appropriate. patent
applications are filed.

(b) Contractor reports. Coatractors
shad submit all reports required by the
patent rights clause to the contracting
...Meer or other representative
designated for such purpose in the
contract. Agencies may, in their
implementing instructions. provide
specific forms for use co an optional
basis for such reporting.

27.305-3 follow-up by Government
(a) Agencies shall maintain

appropriate follow-up procedures to

6 u

protect the Government's interest and to
check that subject inventions are
identified and disclosed, and when
appropriate. patent applications are-
filed, and that the Government's rights
therein are established and protected.
Follow-up activities for contracts that
include a clause referenced in 27.304-2
shall be coordinated with the
appropriate agency.

(b) The contracting officer
administering the contract (or other
representative specifically designated ir
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 a patent
rights clause. If the contractor fails to
furnish documents or information as
called for by the clause within the time
required. the contracting officer shall
promptly request the contractor to
supply the required documents or
information and. if the failure persists,
shall take appropriate action to secure
compliance. Invention disclosures.
reports. confirmatory instruments,
notices. requests. and ether documents
and information relating to patent rights
clauses shall be promptly furnished by
the contracting officer administering the
contract (or other designee) to the
procuring agency or contracting
for which the procurement was made for
appropriate action.

(c) Contracting activities shall
establish appropriate procedures to
detect and correct failures by the
contractor to comply with its obligations
under the patent rights clauses, such as
failures to disclose and report subject
inventions, both during and after
contract performance. Ordinarily a
contractor should have written
instructions for its employees covering
compliance with these contract
obligations. Government effort to review
and correct contractor compliance with
its patent rights obligations should be
directed primarily towards contracts
that, because of the nature of the
research, development. or experimental
work or the large dollar amount spent
on such work, are more likely to result
in subject inventions significant in
number or quality, and towards
contracts when there is reason to
believe the contractors may not be
complying with their contractual
obligations. Other contracts may be
reviewed using a spot-check method as
feasible. Appropriate follow-up
procedures and activities may include
the investigation or review of selected
contracts or contractors by those
qualified in patent and technical matters
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to detect failures to comply with
contract obligations.

(d) Follow-up activities should
include. where appropriate, use of
Government patent personnel

(I) To interview agency technical
personnel to identify novel
developments made in contracts:

(2) To review technical reports
submitted by contractors with cognizant
agency technical personnel:

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

(4)11 additional information is
required, to have cognizant Government
personnel interview contractor
personnel regarding work under the
contract involved, observe the work on
site. and inspect laboratory notebooks
and other records of the contractor
related to work under the contract.

(e) If it is determined that a contractor
or subcontractor does not have a clear
understanding of the rights and
obligations of the parties under a patent
rights clause. or that its procedures for
complying with the clause ar, deficient.
a post-award orientation conference or
letter should ordinarily be used to
explain these rights and obligations (see
Subpart 42.5). When a contractor fails 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, the .

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
techublogy as the contract effort to
enable a determination of whether there
are such inventions and may invoke the
withholding of payments provision (if
any) of the clause. The withholding of
payments provision (if any; of the patent
rights clause or of any other contract
clause tr.dy a:so be invoked if the
contractor fails to disclose a subject
invention significant or repeated
iaiiaes by a contractor to comply with
t,,! patent rights obligation in its
contracts shall be documented and
made a part of the general file (see
4.801(c)(3)).

27.305-4 Conveyance of Invention rights
acquired by the Government

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

interest in an invention by contract this
is normally accomplished by an
assignment either from each inventor to
the contractor and from the contractor
to the Government. or from the inventor
to the Government with the consent of
the contractor, so that the chain of title
train the inventor to the Government is
clearly established. When the
Government's rights are limited to a
license. there should be confirmatory
instrument to that effect.

(b) The form of conveyance of title
from the inventor to the contractor must
be legally sufficient to convey the rights
the contractor is required to convey to
the Government. Agencies may. by
supplemental instructions. develop
suitable assignments. licenses, and other
papers evidencing any rights 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 Order9424.
February 18.1944.

27.305-5 Publication or mess* of
Invention disclosures.

(a) In accordance with the policy at
27.302(i). to protect their mutual
interests, contractors and the
Government should cooperate in

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

(brThe Government will also use
reasonable efforts to withhold from
disclosure to the public for a reasonable
time other torrnahon disclosing a
reported in .er.tion included in any data
delivered pursuant to contract
requirements: provided. that the
contractor notifies the agency as to the
identity of the data and the invention to
which it relates at the time of delivery 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.

1

27.301 Liconolog bockground patent
rights to third parties.

(a) A contract with a small business
firm or nonprofit organization will not
cantata provision allowing fhe
Government to require the licensing to
third parties of inventions owned by the
contractor that are not subject
inventions unless such provision has
been approved by the agency head and
written justification has been-signed by
thewgency heed. Any such provision
will dearly state whether the hcerwing
may be required in connection with the
practice of a subject invention,
specifically identified work-object, in
both. The agency heed mey not delegate
the authority to approve such previsions
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 ob;ect. Any such
determination w'll Le on the record after
an opportznity for a nearing. and the
contractor shall be giin notification of
the determination by certified or
registered nisi: The nov.fication 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

27.401 General.

It is necessary for 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
are required in order to obtain
competition among suppliers: to meet
acquisition needs: to ensure logistic
support: to fulfill certain responsibilities
for disseminating and publishing the
results o' their activities; to ensure
appropriate use of the results of
research. development. and
demonstration activities: at._ 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
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(d) When filing any patent application
coming within the scope of this clause,
the Contractor shall observe all
applicable security regulations covering
the trensmission of classified subject
matter and shall promptly furnish to the
Contracting Officer the serial number.
filing date, and name Of the country of
any such application. When transmitting
the application to the United States
Patent Office. the Contractor shall by
separate letter identify by agency and
number the contract or contracts that
require security classification markings
to be placed on the application.

(e) The Contractor agrees to include.
and require the inclusion of. this clause
in all subcontracts at any tier that cover
or are likely to cover classified subject
matter.

(End of clause) (R 7-104.6-1969 DEC)

52.227-11 Patent RightsRetention by
the Contractor (Short Form).

As prescribed at 27.303(a). insert the
following clause:
PATENT RIGHTS -- RETENTION BY

THE CONTRACTOR (SHORT FORM)
(APR 1984)
(a) Definitions.
:Invention" means any invention or

discovery which is or may be patentable
or otherwise protectable under Title 35
of the United States Code.

"Subject invention" means any
invention of the Contractor conceived or
first actually reduced to practice in the
performance of work under this
contract.

"Practical application" means to
manufacture in the case of a
composition or product, to practice in
the case of a process ur method, or to
operate in the case of a machine or
system: and. in each case. under such
conditions as to establish that the
invention is being utilized and that its
benefits are. to the extent permitted by
law or Government regulations.
available to the public on reasonable
terms.

"Made", when used in relation to any
invention. means the conception or first
actual reduction to practice of such
invention.

"Small business firm" means a small
domestic business concern as defined at
Section 2 of Public Law 85.536 (15 U.S.C.
632) and implementing regulations of the
Administrator of the Small Business
Administration. For the purpose of this
clause, the size standards for small
business concerns involved in
Government procurement and
subcontracting at 13 CFR 121.3-8 and 13
CFR 121.3-12. respectively, will be used.

"Nonprofit organization" means a
domestic university or other institution
of higher education or an organization of

the type described in section 501(c)(3) of
the Internal Revenue Code of 1954 (28
U.S.0 501(c)) and exempt from taxation
under section 501(a) of the Internal
Revenue Code (28 U.S.C. 501(a)) or any
domestic nonprofit scientific or
educational organization qualified under
a state nonprofit organizat.un statute.

(b) Allocation ojprincipatrights. The
Contractor may retain the entire right,
title. and interest throughout the world
to each subject invention subject to the
provisions of this clause and 35 U.S.C.
203. With respect to any subject
invention in which the Contractor
retains title, the Federal Government
shall have a nonexclusive.
nontransferable. Irrevocable. paid-up
license to practice or have practiced for
or on behalf of the United States the
subject invention throughout the world.

(c) Invention disclosure. election of
title. and filing ojpatent applications by
Contractor.

(1) The Contractor shall disclose each
subject invention to the Contracting
Officer within 2 months afte' the
inventor discloses it in writing to
Contractor personnel responsible for
patent matters. The disclosure to the
Contracting Offi sr shall be in the form
of a written report and shall identify the
contract under which the invention was
made and the inventor(s). It shall be
sufficiently complete in technical detail
to convey a clear understanding. to the
extent known at the time of the
disclosure. of the nature. purpose.
operation, and physical. chemical,
biological. or electrical characteristics of
the invention. The disclosure shall also
identify any publication. on sale, or
public use of the invention and whether
a manuscript describing the invention
has been submitted for publication and,
if so. whether it has been accepted for
nub!,cation at the time of disclosure. In
addition. after disclosure to the
Contracting Officer. the Contractor shall
promptly notify the Contracting Officer
of the acceptance of any manuscript
describing the invention for publication
or of any on sale or public use planned
by the Contractor.

(2) The Contractor shall elect in
writing whether or not to retain title to
any such invention by notifying the
Federal agency within 12 months of
disclosure; provided. that in any case
where publication, on sale. or public use
has initiated the 1-year statutory period
wherein valid patent protection can still
be obtained in the United States. the
period of election title may be
shortened by the agency to a date that is
no more than 60 days prior to the end of
the statutory period.

(3) The Contractor shall file its initial
patent application on an elected

62

invention within 2 years after election
or. if earlier, prior to the end of any
statutory period wherein valid patent
protection can be obtained in the United
States after a publication, on sale, or
public use. The Contractor will file
patent applications in additional
countries within either 10 months of the
corresponding initial patent application
or 6 months from the date permission is
granted by the Commissioner of Patents
and Trademarks to file foreign patent
applications when such filing has been
prohibited by a Secrecy Order.

(4) Requests for extension of the time
for disclosure to the Contracting Officer,
election. and filing may, at the discretion
of the funding Federal agency. be
granted.

(1) Conditions when the Government
may obtain title. The Contractor shall
convey to the Federal agency. upon
written request. title to any subject
invention

(1) If the Contractor fails to disclose or _
elect the subject invention within the
times specified in paragraph (c) above.
or elects not to retain title (the agency
may only request title within 60 days
after learning of the Contractor's failure
to report nr elect within the specified
times):

(2) In those countries in which the
Contractor fails to file patent
applications within the times specified
in pa; agraph (c) above: provided,
however. that if the Contractor hae filed
a patent application in a country after
the times specified in paragraph (c)
above. but prior to its receipt of the
written request of the Federal agency.
the Contractor shall continue to retain
title in that country; or

(3) in any country in which the
Contractor decides not to continue the
prosecution of any application for, to
pay the maintenance fees on. or defend
in reexamination or opposition
proceeding on. a patent on a subject
invention.

(e) Minimum rights to contractor. (1)
The Contractor shall retain a
nonexclusive. royalty.free license
throughout the world in each subject
invention to which the Government
obtains title except if the Cunt' at.iur
fails to disclose the subject invention
within the times specified in paragraph
(c) above. The Contractor's license
extends to its domestic subsidiaries and
affiliates. if any, within the corporate
structure of which the Contractor is a
part and includes the right to grant
sublicenses of the same scope to the
extent the Contractor was legally
obligated to do so at the time the
contract was awarded. The license is
transferable only with the approval of
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the funding Federal agency except when
transferred to the successor of that part
of the Contractor's business to which
the invention pertains.

(2) The Contractor's domestic license
may be revoked or modified by the
funding Federal agency to the extent
necessary to achieve expeditious
practical application of the subject
invention pursuant to an application for
an exclusive license submitted in
accordance with applicable provisions
in the Federal Property Management
Regulations and agency licensing
regulations (if any). This license shall
not be revoked in that field of use or the
geographical areas in which the
Contractor has_achieved practical
application and continues to make the
benefits of the invention reasonably
accessible to the public. The license in
any foreign country may be revoked or
modified at the discretion of the funding
Federal agency to the extent the -
Contractor. its licensees, or its domestic
subsidiaries or affiliates have failed to
achieve practical application in that
foreign country.

(3) Before revocation or modification
of the license. the funding Federal
agency shall furnish the Contractor a
written notice of its intention to revoke
or modify the license. and the
Contractor shall be allowed 30 days (or
such other time as may be authorized by
the funding Federal agency for good
cause shown by the Contractor) after
the notice to show cause why the
license should not be revoked or
modified. The Contractor has the right to
appeal. in accordance with applicable
agency licensing regulations (if any) and
the Federal Property Management
Regulations concerning the licensing of
Government-owned inventions. any
decision concerning the revocation or
modification of its license.

(f) Contractor action to protect the
Government's interest. (1) The
Contractor agrees to execute or to have
executed and promptly deliver to the
Federal agency all instruments .
necessary to (i) establish or confirm the
rights the Government has throughout
the world in those subject inventions to
which the Contractor elects to retain
title. and (ii) convey title to the Federal
agency when requested under paragraph
(d) above, and to enable the
Government to obtain patent protection
throughout the world in that subject-
invention. _

(2) The Contractor agrees to require.
by written agreement. its employees.
other than clerical and nontechnical
employees, to disclose promptly in
writing to personnel identified as
responsible for the administration of
patent matters and in a format

..-

suggested by the Contractor each
subject invention made under contract
in order that the Contractor can comply
with the disclosure provisions of
paragraph (c) above, and to execute all
papers necessary to file patent
applications on subject inventions and
to establish the Governent's rights in the
subject inventions. This disclosure
format should require. as a minimum.
the information required by
subparagraph (c)(1) above. The
Contractor shall instruct such employees
through employee agreements or other
suitable eccational programs on the
importance of reporting inventions in
sufficient time to permit the filing of
patent applications prior to U.S. or
foreign statutory bars.

(3) The Contractor shall notify the
Federal agency of any decision not to
continue the 'rosecution of a patent
application, pay maintenance fees, or
defend in a reexamination or opposition
proceeding on a patent, in any country.
not less than 30 days before he
expiration of the response period
required by the relevant patent office.

(4) The Contractor agrees to include.
within the specification of any United
States patent application and any patent
issuing thereon covering a subject
invention. the following statement: 'This
invention was made with Government
support under (identify the contract)
awarded by (identify the Federal
agency). The Government has certain
rights in this invention."

lg) Subcontracts. (1) The Contractor
shall incude this clause (52.22741 of the
Federal Acquisition Regulation (FAR)).
suitably modified to identify the parties,
in all subcontracts. regardless of tier, for
experimental. developmental. or
research work to be performed by a
small business firm or nonprofit
organization. The subcontractor shall
retain all rights provided for the
Contractor in this clause, and the
Contractor shall not, as part of the
consideration for a oarding the
subcontract, obtain rights in the
subcontrectbr's subject inventions.

(2) if. the case of subcontracts. at any
tier. wh .1 the prime award with the
Federal atency was a contract (but not a
grant or cooperative agreement). the
agency. subcc.itractor. and the
Morse- , agree that the mutual
obligations of the parties created by this
clause constitute a contract between the
subcontractor and the Federal agency
with respect to those matters covered by
this clause.

(h) Reporting utilization of subject
inventions. The Contractor agrees to
submit on request periodic reports no
more frequently than annually on the
utilization of a subject invention or on
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efforts at obtaining such utilization that 411)
are beir made by the Contractor or its
licensees or assignees. Such reports
shall include information regarding the
status of development. date of first
commercial sale or use. gross royalties
received by the Contractor. and such
other data and information as the
agency may reasonably specify. The
Contractor also agrees to Provide
additional reports as may be requested
by the agency in connection with any
march-in proceedings undertaken by the
agency in accordance with paragraph (j)
of this clause. To the extent data or
information supplied under this
paragraph is considered by the
Contractor, its licensee. or assignee to
be privileged and confidential and is so
marked. the agency agrees that. to the
extent permitted by law. it shall not
disclose such information to persons
outside the Government.

(i) Preference for United States
industry. Notwithstanding any other
provision of this clause; the Contractor
agrees that neither it nor any assignee
will grant to any person the exclusive
right to use or sell any subject invention
in the United States unless such person
agrees that any products embodying the
subject invention will be manufactured
substantially in the United States.
However. in individual cases. the
requirement for such an agreement may
be waived by the Federal agency upon a
showing by the Contractor or its
assignee that reasonable but
unsuccessful efforts have been made to
grant licenses on similar terms to
potential licensees that would be likely
to manufacture substantially in the
United States or that under the
circumstances domestic manufacture is
not commercially feasible.

(j) March-in rights. (1) The Contractor
agrees that with respect to any subject
invention in which it has acquired title.
the Federal agency has the right in
accordance with the procedures in FAR
27.3044(g) to reqwre the Contractor. an
assignee, or exclusive licensee of a
subject invention to grant a
nonexclusive. partially exclusive. or
exclusive license in any field of use to a
responsible applicant or applicants.
upon terms that are reasonable under
the circumstances, and if the Contractor.
assignee. or exclusive licensee ate=
such a request, the Federal agency has
the right to grant such a license itself ;f
the Federal agency determines that

(i) Such action is necessary because II
the Contractor or assignee has not
taken, or is not expected to take within
a reasonable time. effective steps to
achieve practical application of the
subject invention in such field of use:
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(ii) Such action Is necessary to
alleviate health or safety needs which
are not ressonaby satisfied by the
Contractor. assignee. or their Licensees:

(iii) &chastise is accessary to meet
risquirtaands for public um specified by
Federal replatione mad end
requirmaints meant isesoalgy
medalled by the Contra ctor. assignee. or
licensee% sr

(iv) Such action is necessary because
the agreement required by paregrapi (i)
of this clause has not been obtained or
waived or because licensee of the
exclusive right to use or sell any subject
invention in the United States is in
breach at such agreemenL

(k) Special provisoes Isr =tracts
with nonprofit organizatrons. If the
Contractor is a nonprofit organization. it
agrees that

(1) Rights to subject invention in the
United States may not be assigned
without the approval of the Federal
agency. except where such assignment
is made to an organization which has as
one of its primary functions the
management of inventions and which is
not. itself, engaged in or does not hold a
substantial interest in other
organizations engaged in the
manufacture or sale of products or the
use of processes that might utilize the
invention or be in competition with
embodiments of the invention (provided,
that such assignee will be subject to the
same provisions as the Contractor):

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

(i) Five years from first comn.ercial
sale or use of the invention; or

(ii) Eight years from the date of the
exclusive license excepting that time
before regulatory agencies necessary to
obtain premaricet clearance, unless on a
case-by-case basis. the Federal agency
approves a longer exclusive license. If
exclusive field-of-use licenses are
granted. commercial sale or use in one
field of use will not be deemed
commercial sale or use ss to other fields
of use, and a first commercial sale or
use with respect to a product of the
invention will not be deemed to end the
exclusive period In different subsequent
products covered by the invention;

(3) The Contractor shall share
royalties collected on a subject
invention with the inventor, and

(4) The balance of any royalties or
income earned by the Contractor with
respect to subject inventions, after
payment of expenses (including
payments to inventors) incidental to the
administration of subject inventions,

will be utilized for he support of
scientific research or education.

(I) Communications. Reserved.
(End of clause) (R 7-302.23(h) 1981 JUL)

Alternate 1 (APR 1984). Add the
following sentence at the end of
paragraph (b) of the basic clause:

The license shall include theright of
the Government to sublicense foreign
governments and international
organizations pursuant to the following
treaties or inteznational agreements:

cerement to any future
treaties or agreements with foreign
governments or international
organizations.

(*Contracting Officer complete with
the names of applicable existing treaties
or international agreements. The above
language is not intended to apply to
treaties or agreements that are in effect
on the date of the award but are not
listed.]

(R 7-302.23(b) 1981 JUL)

52.227-12 Patent RightsRetention by
the Contractor (Long Form)

As prescribed at 27.303(4 insert the
following clause:
PATENT RIGHTSRETENTION BY

THE CONTRACTOR (LONG FORM)
(APR 1984)
(a) Definitions.
"Invention" means any invention or .

discovery which is or may be patentable
or otherwise protectable under Title 35
of the United States Code.

"Subject invention" means any
invention of the Contractor conceived or
first actaully reduced to practice in the
performance of work under this
contract.

"Practical application" means to
manufacture in the case of a
composition or product, to practice in
the case of a process or method. or to
operate in the case of a machine or
system; and. in each case, under such
conditions as to establish that the
invention is being utilized and thaLits
benefits are, to the extent permitted by
law or Government regulations,
available to the public on reasonable
terms.

"Made" when used in relation to any
invention means the conception or first
actual reduction to practice of such
invention.

"Small bu, 'ess firm" means a
domestic Inr...n business concern as
defined at Section 2 of Public Law 85-
536 (15 U.S.0 632) and implementing
regulations of the Administrator of the
Small Business Administration. For the
purpose of this clause. '' .1 size
standards for small business concerns
involvecrin Government procurement
and subcontracting at 13 CFR 121.3-8

and,13 CFR 121.3-12. respectively, will
be used.

"Nonprofit organization. means a
domestic university or other institution
of higher education or an organization of
the type described in section 501(c)(3) of
the Internal Revenue Code of 1954 (28
U.S.C. 501(c)) and exempt from taxation
under section 501(a) of the Internal
Revenue Code (26 U.S.C. 501(a)) or any
domestic nonprofit scientific or
educational organization qualified under

state nonprofit organization statute.
(b) Allocation of principal rights. The

Contractor may elect to retain the entire
right. title. and interest throughout the
world to each subject invention subject
to the provisions of this clause and 35
U.S.C. 203. With respect to any subject
invention in which the Contractor elects
to retain title, the Federal Government
shall have a nonexclusive,
nontransferable. irrevocable, paid-up
license to practice or have practiced for
or on behalf of the United States the
subject invention throughout the world.

(c) Invention disclosure. election of
title. and filing of potent applications by
Contractor. (1) The Contractor shall
disclose each subject invention to the
Contracting Officer within 2 months
after the inventor discloses it in- riting
to Contractor personnel responsible for
patent matters or within 6 months after
the Contractor becomes aware that a
subject invention has been made.
w-lichever is earlier. The disclosure to
tl.a Contracting Officer shall be in the
form of a written report and shall
identify the contract under which the
invention was made and the inventor(s).
It shall be sufficiently complete in
technical detail to convey a clear
understanding, to the extent known at
the time of the disclosure. of the nature,
purpose, operation, and physical,
chemical, biological, or electrical
characteristics of the invention. The
disclosure shall also identify any
publication, on sale, or public use of the
invention and nether a manuscript
describing the invention has been
submitted for publication and, if so.
whether it has been accepted for
publication at the time of disclosure In
addition. after disclosure to the
Contracting Officer, the Contractor shall
promptly notify the Cuilueciing Officer
of the acceptance of any manuscript
describing the invention for publication
or of ally on sale or public use planned
by the Contractor.

(2) The Contractor shall elect in
writing whether or not to retain title to
any such invention by notifying the
Federal agency at the time of disclosure
or within 8 months of disclosure. as to
those countries (including the United
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Introduction to

UNIVERSTIY PATENT POLICIES AND PRACTICES

This paper is one unit in a series prepared by the sponsored
program and patent offices at M.I.T. for use in their own professional
development program and in the workshop on intellectual property at the
1984 NCURA annual meeting. The NCURA Committee on Professional Development

is making it available to NCURA members who need a basic understanding of
intellectual property in 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 university research
administrators with only an introduction to the basic concepts of
intellectual property. Those who require a more complete understanding of
the subject will wish to study other materials cited herein or developed
from time to time by such organizations as the Society of Uriversity 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
Washington, D.C. 20036

Copyright Q 1984 Massachusetts Institute of Technology and
National Council of University Research Administrators
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1. INTRODUCTION

A number of professional organizations and groups have prepared

materials relating to university patent policies and practices.

One useful source is "Patents at Colleges and Universities,"
Chapter 2:6:1 in the Administrative Service/Supplement published by the
National Association of College and University Business Officers. First
issued in March 1978, that chapter is currently being revised by the
Committee on Patents, Copyrights and Rights in Data of the Council on
Governmental Relations (COGR) and may be available for distribution this
fall. In the meentime, much of the earlier version is still relevant as it
relates to the elements of university policies and to patent administration
and is quoted in Parts 2, 3, 4 and 6 of this paper, with permission of
NACUBO, the copyright holder.

Similarly, "Survey of Institutional Patent Policies and Patent
Administration," Chapter 2:6:2 of the same NACUBO publication, although
issued also in March 1978, still provides a feeling for the wide variety in
institutional patent policics, organization and administration. It is,

therefore, included as Appendix 1 to this paper. We understand that the
survey, conducted by the Society of University Patent Administrators, is
currently being conducted again by SUPA. When available, hopefully this
fall, it will provide a useful comparison with the 1978 results.

4
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NCURA UNIVERSITY PATENT POLICIES AND PRACTICES

2. LATENT POLICY OBJECTIVES

In the paper entitled "Patents and Patent Law" in this NCURA series,
we noted the Constitutional origin of the United States patent system, and
in the paper entitled "Patent Rights under Government Contracts" we noted
that the objectives of 35 U.S.C. Chaper 38 include the greater utilization,
commercializaticn and public availability of inventions and increased
collaboration between commercial firms and nonprofit organizations.

In pursuing these broad constitutional and legislative goals,
colleges and universities frequently state their patent policy objectives
in terms such as those set forth in NACUBO 2:6:1:

''1, To facilitate the transfer of technology and the utilization of
findings of sc!entific research in order to provide maximum benefit to
the public therefrom.

"2. To encoutage research, scholarship, and a spirit of inquiry,
thereby generating new knowledge.

"3. To provide machinery by which the significance , discoveries may
be determined $.,o that the commercially meritorious may be brought to
the point of public utilization

" +. To assist in an equitable disposition of interests in inventions
among the inventor, the institution, and, when applicable, a sponsor.

"5. To provide individual incentives to inventors in the form of per-
sonal development, professional recognition,and financial
compensation.

"6. To assist in the fulfillment of the terms of research grants and
contracts.

"7. To safeguard the intellectual property represented by worthwhile
inventions so that it may receive adequate patent protection.

"8. To facilitate the development of institutional patent agreements
with the federal government."

With the passage of Public Law 96-517 and Chapter 38, which eliminates
the need '.or institutional patent agreements, and with the growing
interaction of universities and industrial organizations, the following
objectives are more likely to be substituted for 8. above:

To comply with applicable federal law and regulations when the
.nstitution accepts federal funds for research.

To facilitate the development of research agreements with industrial
sponsors.
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3. ELEMENTS OF AN INSTITUTIONAL PATENT POLICY

In order to deal with discoveries that may have patentable
significance, e- Institution should have a documented patent policy
approved by its pverning board, which defines the rights and ' bligations
of the institution, the inventor, and, when applicable, research sponsors.
Such a policy should contain the elements described below in the language
of NACUBO 2:6:1.

ELEMENTS OF AN INSTITUTIONAL PATENT POLICY (NACUBO)

An institution seeking to establish or clarify its position regarding
rights to and disposition of patentable inventons should develop a
statement of patent policy. The statement should be broad enough to
encompass all foreseeable patent situations, yet specific enough to allow
adm4nistraton of the policy without frequent recourse to policy
deliberations by an advisory committee.

The statement should briefly define the administrative structure for
processing a patentable discovery and it should be directly and succinctly
presented for clear understanding by lay persons in the field. The basic
purpose of a patent policy is to define the rights and obligations of both
the inventor and the institution as regards patent matters. To the extent
that policies on consulting deal with patents, it is advisable to take them
into account when formulating a patent policy.

Some institutional patent policies are incorporated into patent
manuals that provide the reader with a brief orientation on patent matters.
These publications can be helpful to neophyte inventors, but they should be
prepared such that the institutional policy is clearly distinguishable from
general instructional materials.

The following topics typically are found in institutional patent
policies:

1. Preamble.
2. Applicability of the policy.
3. Establishment of the inventor commitment.
4. Rights of the parties.
5. Income- sharing arrangements.
6. Administrative arrangements.

Preamble

Although optional, this section is recommended. It should relate the
basic purposes of the institution, its obligations to the public, and the
scholarly aims of its faculty to the institution's interest in patents and
ways in which patents serve these ends. The preamble shoLld be kept short
and to the point and establish a sound foundation for whit: is to follow.

6
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Applicability of the Policy

This section defines research situations, sources of funds, all cate-
gories of persons who may invent (that is, faculty, staff, and student),
activities in which such persons are engaged, and any combinations of the_e
elements that would bring an inventor into the scope of, or exempt him or
her from, provisions of the policy. Educational institutions do not
usually lay claim to all inventive concepts generated by their employees or
students. Rather, they limit themselves to those that arise as a result of
employment relationships, or use by the researcher of institution
resources, facilities or information.

Establishment of the Inventor Commitment

Once an institution determines the criteria for applying the policy to
individuals, its personnel may be required to dispose of inventions as
.Determined by the institution in one of several ways (listed in generally
decreasing order of enforceability):

1. By a formal inventor agreement - a legally enforceable contractual
commitment by a person to dispose of inventions as determined by the
institution. The agreement becomes a standard form for the
institution and should be drafted by an attorney to ensure its
enforceability. It is 'nest executed by the individual when he or she

assumes employment. [Nate: The patent clause at FAR 52.227-]1,
paragraph (0, "Cont.:actor Action to Protect the Govern: Jaterest,"

requires a written agreement with employees. See Appendi.. : to Unit 2
in this NCURA series, "Patent Rights under Government Contracts," at
Appendix 2, Federal Register page 12990.]

2. By a state statute which stipulates that inventions made in state
institutions or by state employees be disposed of in a predetermined
manner.

3. By a person giving his or her written assent to the stated patent
policies of the institution, which policies pronounce an obligation by
the individual with respect to inventions.

4. By a stated patent policy containing a patent commitment which is
established by the governing board and brought to the attention of
individuals, but to which such persons are not required to give their
personal formal assent.

5. By the presence of a policy allowing the individual to dispose of
inventions as determined by the institution or to retain title, at his
or her option.

To allow an institution conducting sponsored research fulfill its
contractual obligations, it is essential to have for every person engaged
in such research a valid, binding commitment to assign inventions.

7
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Rights of the Parties

The policy should specify the rights that the institution, the
inventor, and sometimes outside sponsors have in the invention. The
institution usually receives a valid, binding assignment of title to the
patent application together with a commitment by the inventor to cooperate
in executing legal documents, reviewing patent prosecution papers, and in
some cases, assisting in the development or marketing of the patent.

The inventor is entitled to receive from the institution a clear
statement of his or her rights and share of income, and the institution's
plans for bringing the invention into public use, including a contingency
for reassignment to the inventor.

Sponsor's interests in these situations are usually represented by the
institution based on the terms of the research agreement. Sponsor equities
in patents must be scrupulously observed by the institution to permit it to
perform and maintain its contractual obligations.

Income-Sharing Arrangement

Educational institutions that accept assignment of patents from
inventors customarily share royalty income with them. The inventor's share
generally ranges from 15% to 50% of net income, although there are a few
policies that authorize income outside these limits. Some institutions use
sliding scales of income-sharing between these limits with a greater
percentage going to the inventor from the early receipts and the rate of
sharing declining as the amount of royalties increases.

Most royalty-sharing arragements are predetermined, that is, the
inventor cannot negotiate a higher rate of sharing than stipulated in the
institutional policy. Predetermined sharing rates have the advantage that
it is unnecessary to pass judgment on the relative worth of each invention.
They are easier to administer and usually reward the inventor equitably
because a valuable invention's true merit is reflectd in the greater total
royalty revenues it generates, a portion of which inures to the benefit of
the inventor. Where several individuals collaborate on a patentable
invention the inventor's income share is divided among them in portions
agreeable among themselves (including co-developer's who may not legally be
inventors).

Administrative Arrangements Defined by Policy.

Patent policies usually specify that patent activities be placed under
the administrative cognizance of an institutional patent committee
appointed by the governing board, the president, or the faculty senate with
a majority of the individuals on the committee representing scientific or
technical disciplines. It 'a not uncommon for a dean, a vice president, or
even the president to serve as chairman. This committee often has the
responsibility for recommending or establilshing patent policy,
adjudicating disputes, determining which inventions shall be the subject of
patent applications, and overseeing the administration of patent matters
within the inatLeution.

8
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4. ADMINISTRATION AND DEVELOPMENT OF INVENTIONS

In addition to a patent policy, an institution needs an administrative
focal point to deal with inventions ald guide them through the various
steps involved in obtaining patent proction and developing their
commercial potential. This is discussed below in the language of NACUBO
2:6:1.

ADMINISTRATION AND DEVELOPMENT OF INVENTIONS (NACUBO)

The provisions of the institutional patent policy usually determine
the make-up of the administrative organization for patents. Typically
found at the top of the structure is the patent committee described above
(under "Administrative Arrangements Defined by Policy" in the preceding
section). The size of the administrative organization below this committee
will vary, depending in par' on the amount of research resulting in patents
at the institution and on whether or not the institution assumes its own

patent development and marketing responsibilities or delegates them to
another organization.

Serving the committee as its operating arm on a part- or full-time
basis is the institution's "focal point" on patents, an administrator
usually drawn from the office of research administration, the legal
department, or the business office. This administrator need not be a
patent or general attorney but must have a thorough understanding of
institutional patent policyand enough background in patent procedures and
patent law to handle procedural and policy problems arising in the
management of patents.

In a large operation, the patent administrator and any assistants may
be a part of the institution's administrative group and often will work
full time on patent-related matters. In a modest institutional patent
operation, this individual may come from one of the basic science
departments and spend only a few hours per month on duties related to
patents. Regardless of the size of the patent operations, there should be
at least one person who understands the essential requirements for handling
patentable information (which is also perishable). This should insure that
valuable property rights are not lost to the institution by premature
disclosi'1e, publication, or public use prior to filing a patent
application or to releasing the invention to an affiliated patent
development group.

Development and Marketing

The development and marketing of inventions typically occurs in one of
three ways: in-house, by an institution-affiliated foundation, or by a
patent management organization.
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In-house. In this case, the institution controls and performs the
invention evaluation that precedes the decision to patent, the filing of
patent applications, the demonstration Jf the invention's feasibility, and
the licensing (not necessarily in this order). This option is initially
more costly, because it requires an early outlay for patent application
costa and the overhead costs of patent administrative services. However,
if sizable royalties are earned, this approach may be the most advantageous
overall.

Institution-affiliated foundation. This option can have the advan-
tages of better availability of funds to carry on the development of in-
ventions (a speculative activity) and greater freedom to employ commercial
methods to develop and promote the uses of the inventions. Assuming equal
capabilities to develop inventions, the presence of a foundation may result
in less income for the institution because of the foundation's expectation
of sharing income. Both the in-house management and the institution-
affiliated foundation management of patents allow the inventor to work
closely with the unit that is promoting the invention. The inventor's
ready assistance and background often ,svt crncial to getting the invention
covered by a patent and "off the g-ound" as a commercial success.

A patent management organization. Patent development and marketing by
one of these organizations has some distinst advantages: it permits an in-
stitution to be active in patents with a minimum financial outlay and it
allows considerable legal, marketing, and patent management expertise to be
tapped at no immediate cost to the institution. The chief disadvantage in
this arrangement is, of course, that a substantial portion of any royalties
earned is shared with the patent management group as compensation for ser-
vices. Alpo, because of the large number of inventions handled by organi-
zations of this type and the geographical limitat.ions involved, it is
possible that this arrangement will diminish the valuable personal input of
the inventor in development and marketing efforts.

These three routes of invention development need not be mutually ex-
clusive for an entire patent program. Many institutions utilize more than
one, depending on the type of invention reported and the location of the
various capabilities needed to develop it.

It is advisable for an institution involved with patents to have
available the services of a patent attorney to answer questions, interpret
the law, prepare, file and prosecute patent applications as the need
arises, and serve as a representative during patent-related negotiations.
Because of the diversity of complex patent subject matter generated in
colleges and universities, it is desirable that the attorney be affiliated
with a firm that includes individuals with a wide variety of technical
backgrounds. The American Patent Law Association can be of assistance in
making a selection.

10
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5. INVENTIONS UNDER SPONSORED RESEARCH PROGRAMS

Issues relating to patents and publications are frequently the most
difficult to resolve in negotiations with private research sponsors,
particularly industrial organizations. For that reason, it is important
that institutional policy is clear on the various options that are likely
to arise, or that there is a mechanism for resolving the issues without
undue delay. Because the issues are so varied, the question of
institutional policy under research agreements with industrial and
other private sponsors is beyond the scope of this paper and is dealt with
in Unit 4 of this series, "Patent Clauses in Industrial Research
Agreements."

Research agreements funded in whole or in part with Federal funds are
subject to the provisions of Public Law 96-517, as implemented by OMB
Circular A-124, and the Federal Acquisition Regulations (FAR) in Subpart
27.3 and the standard clause at FAR 52.227-11. The obligations of a
university contractor under these regulations is discussed in detail in
Unit 2 of this series, "Patent Rights under Government Contracts."
However, since university patent policies and procedures must conform to
certain requirements set forth in these regulationa, it is appropriate to
summarize them here since it is important to be familiar with these in
establishing institutional patent policies and administrative practices.

Obligations under Federal Sponsorship

The obligations of university contractors set forth in the standard
clause at FAR 52.227-11 (which is reproduced in Appendix 2 of Unit 2 of
this series) include the following.

FAR 52.227-11

(c) Invention disclosure, election of title, and filing or patent
applications by the contractor

(1) Disclose subject inventions and any publications, sale or use
that may create a patent bar

(2) Elect whether or not to retain title
(3) File patent application on a timely basis

(d) Conditions when the Government may obtain title.

Convey title to the agency when required and requested

Contractor's action to protect the Government's interest

(1) Execute instruments to confirm government rights and convey

title per (d) above

11
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(2) Identify personnel responsible for the administration of patent
matters, require employees by written agreement to promptly
disclose inventions, and instruct employees on the importance
of disclosing inventions

(3) Notify agency of decision not to prosecute, maintain or defend
a patent application

(4) Include statement acknowledging Government support in patent
applications and patents issuing

(g) Subcontracts.

Include the appropriate patent rights clause in subcontracts.

Preference for United States industry

Do not without agency approval, grant exclusive licenses unless the
licensee agrees that products embodying the invention will be
manufactured substantially in the United States.

(k) Special provisions for contracts with nonprofit organizations

(1) Limits right to assign
(2) Limits the term of exclusive licenses to other than small

business firms
(3) Requires sharing or royalties with inventors
(4) Requilres that the balance of royalties after after certain

expenses be utilized for the support of scientific research and
education

12
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6. INVENTION rLSCLOSURES

Of critical importance to the administration of a patent program, and
to adhering to obligations to research sponsors, is the prompt and proper
disclosure of inventions. The importance of the disclosure is set forth in
the following section in the language of NACUBO 2:6:1.

Invention Disclosures (NACUBO)

An invention disclosure Ln this context is a complete description of
an invention written by the inventor to report an invention to the insti-
tution or a sponsor. Along with the original laboratory notebooks and
records it is one of the most important documents in an institutional
patent program. The invention disclosure is based on the information
contained in laboratory notebooks. (See Appendix B, "Guidelines for
Keeping Laboratory Records.")

It is customary for the office responsible for patents to provide a
disclosure form or set of guidelines for preparing disclosures. Whichever
is used, completeness is more important than format. The invention dis-
closure should be couched in good technical language rather than in legal-
istic style. If the invention becomes the basis for a patent aplication, a
patent attorney can put it in language that is acceptable to tne Patent
Office.

The invention disclosure is valuable in several ways. Writing the
disclosure helps the inventor to mentally clarify the inventive concept
and, if the concept has not yet been reduced to practice, to better
organize his or her thoughts concerning it. A good disclosure is essential
for the technical evaluation of the invention, for an accurate assessment
of its commercial feasibility, and for a determination of its patentabil-
ity. In the latter case, the disclosure is often used as the descriptive
information supplied to the Patent Office for making the novelty search.
Its clarity and completeness strongly affect the quality of the patent

search.

The invention disclosure may later be used as the basis for the
preparation of the patent application. Well-prepared disclosures readily
transmit the patentable idea to the patent attorney and assist in preparing
an application that precisely describes the invention. The less attorney
time required for this, the lower the cost to the institution. Finally,
when witnessed laboratory records bearing earlier dstes are not available,
the invention disclosure can serve as proof of the date of conception, or
at least of the earliest recording of the invention. It thus m&y be an
important document in any controversy over which of two parties first made
the Invention.

13
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Disclosures of.iaventions are required under the terms of federal

research agreements and must be sufficiently complete and of a quality that
will allow the supporting agency to evaluate and prepare a patent applica-
tion in the event that the contract terms entitle it to do so. A complete
and accurate invention disclosure is extremely important to patent manage-
ment organizations because they are usually not located in close proximity
to the inventor. These organizations must, therefore, rely heavily on the
inventor's written description to assess the worth of the invention and to
determine any interest in accepting it and in carrying it forward to
patenting and commercial development. (A typical set of instructions for
preparing invention disclosures appears as Appendix D.)

7/
14



ADMINISTRATIVE SERVICE / Supplement 2:4:2

Survey of Institutional Patent Policies
and Patent Administration

T HE FOLLOWING DOCUMENT is based on a survey taken by the Society of Univer-
sity Patent Administrators in 1977. Subjects of the survey were the patent poli-

cies of universities with employees who are members of the Society. As far as can be
determir.ed, this is the first such survey since the publication in 1962 by the
National Academy of SciencesNational Research Council of University Research
and Patent Policies, Practices and Procedures. The latter document is primarily a

compilation of patent policies exactly as furnished by the institutions surveyed.
The 1977 survey was undertaken because of a growing interest in patents and

the perception of a need for an up-to-date survey of patent policies which would be
composed of carefully prepared questions and would provide ar.alysis of the replies.
The questionnaire used in this survey is based on one that was tested at six institu-
tions and further refined before distribution. (A copy of the questionnaire is in-
cluded as Appendix A; responding institutions are listed in Appendix B.) .

.

Forty-eight major research institutions provided information for this document.
The answers to the survey questions have bccn tabulated and the implications of
these results are discussed. It will be noted that there is a wide variety of answers to
certain questions, which is a result of the differences in institutional organization
and practices. In some caseF there are multiple answers to one question by the same
institution. In questions involving titles, where many variations are possible, the
answers have bccn grouped by titles that are considered to be equivalent. Where
only one institution has responded in a particular way to a particular question, such
answers generally have bccn grouped as "other."

Although a number of institutions that were surveyed did not reply (a few with
large patent portfolios), the information provided and analyzed should be largely
representative of the general community a research universities.

1. Name of institution (sec Appendix B).

2. Who authorized the institution's patent policy?

(a) Trustees, regents, or equivalent 37
(b) President, chancellor, or equivalent 5
(c) Faculty 2
(d) Other (such as state law or

state agency) 4

48

Comri&hl C 1971 NA( (AO

Where an institution checked more than one an-
swer, this has bccn interpreted to mean that more
than one body acted on the policy. In such cases,
only the highest-ranked body was counted.

3. What office administers the patent policy?

Research administration office
Vice president or dean of rcscarch
Research foundation

18
IC
8

MARC 1. 1971
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Vice president for administration
Patent committee
Patent office
Other

3

3

3

3

48

8.

4. To whom is the office in (3) above
sible?

Vice president, vice chancellor,
provost, or similar officer

President
Trustees
Director of foundation
Dean
Other

5. Is there a patent committee?

Yes
No

respon-

24
12

3

3

3

3

48

Do Ps the patent policy cover:

(a) Faculty
(b) Professiona staff
(c) Nonprofessional staff
(d) Graduate students employed by

institution
(e) Graduate students not employed by

institution
(f) Undergraduates employed by

institution
(g) Undergraduates not employed by

institution

47
47
43

46

25

42

21

Of the institutions responding, one had not yet
adopted a patent policy, which accounts for the
maximum number of 47 rather than 48. The sig-
nificant decrease in coverage for both graduate
and undergraduate students not employed by the
institution probably relates to the fact that em-

34 ployment (and thus the payment of salary) is

14 used in many cases as the basis for a university

48
claim to equity in inventions, rather than the pro-
visions of funds or facilities (see 15 below).

6. What is the composition of the patent com-
mittee?

Faculty and administration 23
Faculty only 7

Faculty, administration, and students 4

34

Note that four institutions have patent commit-
tees that include students (presumably graduate
studcnts).

7. What are the functions of the patent com-
mittee?

Formulate patent policy 22
Determine royalty distributions 16
Make decisions on patenting inventions 26
Negotiate license arrangements 2
Other 5

Ti
This question received multiple answers and all
functions may not have been described. For ex-
ample, some patent committees may be involved
in arbitration (sec 16 below) but this item was
mentioned only once.

2

9. By which of the following does the institution
control the disposition of patent rights (with
the understanding that a sponsor may sub-
sequently takz control)?

(a) Taking title to inventions 36
(b) Directing or approving disposition

by inventors 11

(c) The voluntary referral of an
invention to thc institution if
there is no sponsor requirement 11

58

Eight institutions checked both (a) and (b), which
may mean that the policy is covered by (b), but
that in some cases the inventor is required or
elects to give title to the institution as provided for
under (a). However, two of these eight institu-
tions also checked (c), possibly an attempt to
cover both inventions in which the institution has
an equity and those in which it does not (see 15
below). The remaining nine institutions in cate-
gory (c) constitute a large number in which the
institution exercises no control at all (unless there
is a sponsor requirement).

7j
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A policy as in (b) of directing or approving dis-
position by inventors provides much gleater flex-
ibility than that listed in (a). Under (b), title can
be directed to the institution, to a patent manage-
ment firm, or to the government or another spon-
sor without the necessity of title first going to the
institution.

10. Does the institution enter into agreements
with possible inventors (see 8 above) to es-
tablish patent rights? Complete only one re-
sponse:

(a) For all possible inventors 16
(b) For all possible inventors who

participate in sponsored research 8

(c) For all possible inventors who
are employed 14

(d) For all possible in - who
are employed only in sponsored
research

(e) No agreements with anyone
6
4

48

The twenty-four institutions responding a.,irrna-
tively to (a) or (b) are well covered insofar as
the requirements of sponsored research, particu-
larly government-sponsored research, are con-
cerned. Institutions covered by (c) and (d) are
not fully meeting the obligations of sponsored re-
search, since these obligations extend to all per-
sons who participate in or perform part of the
work, not only those who are employed by and
paid from a grant or contract. The four institu-
tions responding affirmatively to (e) are not in
compliance unless the terms of the applicable
patent policy can be held to be as legally binding
as an individual agreement.

For inventions that result from research which is
not sponsored, the thirty institutions designating
(a) or (c) are all fairly well covered, except that
(c) would not apply, for example, to a graduate
student who makes an invention but is not em-
ployed by the institution. Among the other seven-
teen respondents there is a gap that is partly ex-
plained by the eleven who responded to 9(c)
above (in which referral of an invention to the
university is entirely voluntary unless there are
sponsored research requirements).

11. Does the institution use, or have its admin-
istrators considered using a single agreement
to cover both patents and copyrights?

Yes
No

13
35

48

12. Are one or more patent management firms
used? If so, give names.

Yes 40
No 8

48

Research Corporation was predominant, followed
at a distance by Battelle, University Patents, Inc.,
and others.

13. If a decision is made in the institution (not
by a patent management firm) to make a
patent application, who makes the decision?

Patera committee 11

Research administration office 9
Associate provost, vice president,

or dean for research 9
Research foundation 4
President 3
Vice president for business or finance 2
Patent office 2
Other (such as state, governing

board, inventor) 5

No answer 3

48

14. Does the institution's patent policy require
reporting by those covered by the policy (see
8 above)

(a) All invention, even if there is no
institutional or sponsor equity 19

(b) All inventions on which patents are
applied for, even though there is no
institutional or sponsor equity 5

(c) All inventions where there is some
institutional or sponsor equity 19

(d) Only those inventions that must
be reported to a sponsor 5

o U

3

48
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Institutions that are diligent in pursuing technol-
ogy transfers and public use of their inventions
probably fall into group (a).

15. What is the basis of the institution's claim
for institutional equity in an invention? That
is, what is the legal consideration for the
institution to obtain rights?

(a) Payment of salary or stipend
(b) Provision of funds or facilities
(c) Other (such as patent services

furnished to inventor or state
legal requirements)

29
34

7

70

Twenty-two institutions checked more than one of
the answers. Twenty-one of these responded to
both (a) and (b). There is a question as to
whether the citation of salary or stipend as a con-
sideration for patent rights is reasonable or even
legally enforceable.' Faculty are not employed to
develop patentable inventions, their salaries and
promotions are not based on the value of inven-
tions they may make, and where they have tenure,
according to Blackwell, "the agreement by the
college to continue to employ them would not, so
far as they are concerned, constitute considera-
tion."2

The provision of funds and facilities for research
does not have the handicap of (a) above and can
be used for both employed and non-employed in-
ventors (such as students). Further, the institu-
tion would have no equity (unless the inventor
would choose to handle it through the institution)
in an invention whose conception or reduction to
practice does not involve institutional funds or
facilities.

16. Is arbitration or some other form of decision-
making provided for in the event of a dis-
agreement as to the institution's equity or
rights in an invention?

Yes 27
No 21

48

I See FIlack%ell. T. E College Low. (W.t'hinpton.
D.C.: American Council on Education, 1961 ) pp. 175-
180, The Admintstration of Faculty Patents."

2 lbid, p. 179.

4

The absence of arbitration provision.; in twenty-
one institutions is somewhat surprising.

17. Does the institution ever relinquish to the
inventor its rights to an invention?

Yes
No

40
8

48

If so, under what circumstances?

Miscellaneous answers included cases in which
sponsor and institution chose not to patent.

18. Does the institution ever handle for inventors
those inventions in which it has ..o equity?

Yes
No

22
26

48

If "yes." what are the conditions?

Miscellaneous answers inc.aded paying more than
normal royalties to the inventor.

19. If the institution retains patent rights for in-
ventions, what share of royalties is paid to
the inventor(.. )? Net or gross?

Maximum possible 1

Net 80% scaled down to 25% as total
royalty increases 2

Gross 50% plus first $3,000, then
25% to $13,000, then 15% 2

Net 60% 0-$25,000; 50% $25,000-
$50,000; 40% $50,000-$75,000;
30% above $75,000 1

Net .)0% plus first $1,000 of
institution's net 1

Gross 15% plus 50% of additional net 1

Net 50% 6
Net 50% or gross 25% 1

Net 50% maximum, 20% minimum by
arbitration 1

Net 50% after first $5,000 net 1

Net 50% until expenses, then 20%
of gross 1

Net 42.5% 1

Net 40% 1
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Net 40% 0-$50,000; 30% $50,000-
$100,000; 15% above $100,000 2

Gross 15% until costs recoveree,
then 40% net I

Net 33% 1

Gross 28% I

Net 25% 5
Gross 20% I
Gross 15% 9
Net 15% 4
Case by case 3

No answer 1

48

Although the difference between gross and net
royalties varies widely from patent to patent, the
answers to this question are listed such that the
amounts to inventors decrease in order of total
royalties from top to bottom. The median an-
swer is 33% of net royalty income for the inven-
tor. Royalty shar°. ,o inventors appear to have
increased significantly since the 1962 survey re-
ferred to at the beninning of this document. The
method of giving the inventor a large initial share
and decreasing nn a sliding scale ('.Idicated in
five of the answers) has the merit of providing a
climate of greater cooreration among researchers
by reducing the potential rewards to the one re-
carcher who is named the legal inventor.

20. What disposition is made of the institution's
share of royalties?

Restarch 26
General institutional funds 10
Research and patent costs 6
Education and research 3
atent costs 2

Other 1

48

21. What steps, if any, are taken to insure that
all inventions are properly di avtd?

None (although the pate..t policy may
s., luire)

Regt,, itions
Periodic reminders
Periodic meetings
Special educational program

23
11

8

Annual irve .tion statement
Other

2:4:2

3

2

56

Eight institutions u3ed more than one method of
obtaining invention disclosures. It is likely that
a greater number used more than one method
but did not indicate this.

22. Does the institution have any institutional
patent agreements (IPAs) with federal agen-
cies? If so, list the aecncies.

Both HEW and NSF 10
HEW only 11

NSF only 3

24

Note that more than half of the responding insti-
tutions have no IPAs

23. In negotiating sponsored research agree-
ments with industry, does the institution ac-
cept requirements for sponsor to obtain:

(a) Title to all inventions 27
(b) Exclusive license 26
(c) Exclusive license for limited period 26
(d) Exclusive license for limited period

with march-in rights for lack of
diligence 28

(e) Nonexclusive license 31
(f) Other 7

145

Many institutions indicated more than one an-
swer; three questions were the average number of
these. The number of (a) and (b) answers could
cause concern about the diligence of institutional
endeavors for protection of the public interest.
Wheie title to inventions ,s given to a sponsor as
in (a), the inventor's normal share of royalties
under a patent policy pre, umably disappears.

24. Under the arrangements described in (23)
above, is there any provision for royalties (3,
other reimbursement to the institution, such as
increased indirect costs?

5 Royalties 21
4 Increased indirect costs 17

5
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None 10 27. How many of the patents listed in (26)

48 above were issued? 937

As in 23(a) above, where the compensation to
the institution for patent rights ,:onsists of in-
creased indirect costs or is nonexistent, the inven-
tor's share of royalties presumably disappears.

25. For inventions owned or controlled by the
institution and not assigned to a patent man-
agement organization, which of the cate-
gories of (23) above best describe the Ai-

tution's policies for assignment or licensing?

(a) Title to all inventions
(b) Exclusive license
(c) Exclusive license for limited period
(d) Exclusive license for limited period

with march-in rights for lack of
diligence

(e) Nonexclusive license
(f) Other

3

11

8

19

13
5

59

Only eleven institutions indicated more than one
answer. Note that many more of the responding
institutions indicated willingness to give greater
rights to a research sponsor (see 23 above) than
to a licer' ,ce or assignee.

26. How many patents were applied for on the
institution's inventions during the last ten
years by:

(a) Inventor 165 (known)
(b) Institution 889
(c) Patent management

organization 554
(d) Industrial sponsor 119
(e) Government sponsor 60 (known)

1787

Although the number for any one institution
varies from 1 to 150 for the total of categories
(a) through (e) combined, the average is 37 per
institution, or about 4 per year per institution.
While this may not appear to be a large number,
over a ten-year period the total of 1787 for all
institutions is significant.

6

28. How many of the patents that were
issued (see 27 above) were
licensed? 469

These answers indicate a high ratiofifty per-
centof patents licensed to patents issued.

APPENDIX A: UNIVERSITY PATENT POLICIES AND

PATENT ADMINISTRATION QUESTIONNAIRE

1. Name of Institution

2. Who authorized your patent policy?
a. Trustees or regents

b. Faculty
c. President or chancellor
d. Other (please specify)

3. What office administers the patent policy?

4. To whom is that office responsible?

5. Is there a patent committee?

6. What is its composition?

7. What are the functions of the patent
committee?

8. Does the patent policy cover:

a. Faculty
b. Professional staff
c. Nonprofessional staff
d. Graduate students employed by

university

e. Graduate students not employed by
university

Undergraduates employed by uri..),:rsity

Undergraduates not employed by
un'versity

1.

8.

9. Does your instil ':-.)n control the disposition
of patent rights by either (it is understood
that a sponsor may subsequeney take con-
trol):

6 i
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Taking title to inventions

Or directing or approving disposition by
inventors

Or is the referral of an invention to the
university voluntary if there is no spon-
sor requirement

10. Do you enter into agreements with possible
inventors (see 8 above) to establish patent
rights (comp!' 'e only one response)
a. For all possible inventors from 8 above

(specify a, b, c, e .. etc)
b. For all possible inventors from 8 who

participate in sponsored research (specify
a, b, c ... etc)

c. For all possible inve:Uors from 8 who are
employed (specify a, b, c ... etc)

d. For all possible inventors from 8 who are
employed just in sponsored research
(specify a, b, c ... etc)

11. Do you or have y',u .onsidered using a si..-
gle agreement to cover both patents and
copyrights? .

12. Is one or more patent management firm
utilized aid if so give names?

13. If the institution (not a patent management
firm) decided to make a patent application,
what office makes this decision?

14. Does your patent policy require reporting
by those covered by the policy (see 8) of:

a. All inventions made even though there is
no instituti,lal or sponsor equity, or

b. All inventions made on which patents are
applied for, even though there is nn insti-
tutional or sponsor equity, or

:. All inventions made where there is some
institutional or sponsor equity, or

d. Only those inventions made which must
be reported to a sponsor

15. What is the basis of the institution's claim
for institutional equity in an invention, i.e.

what is the legal consideration for the uni-
versity to obtain rights?

a. Payment of salary or stipend
b. rrovision of funds or facilities
c. Other

16. Is arbitration or some other form of decision-
making provided for in the event of a dis-
agreement as to the institution's equity or
rights in an invention?

17. Does the institution vier relinquish its rights
to an invention back to the inventor? If yes,
under what circumstances?

18. Does the institution handle inventions for
inventors it which it has no equity? If yes,
what are the conditions?

19. If the institution retains patent rights for in-
ventions, what share of royalties is paid to
inventor(s)? Net or gross?

20. What disposition is made of institution's
share of royalties?

21. What steps if any are taken to assure that
all inventions are properly disclosed?

22. Does your instit ition have any institutional
patent agrcemcnts (IPAs) with federal agen-
cies? If so, list agencies .

23. In negotiating sponsored research agreements
with industry, do you accept requirements
for sponsor to obtain:
a. Title to all inventions
b. Exclusive license
c. Exclusive license for limited period
d. Exclusive license for limited period with

march-in rights for lack of diligence
e. Nonexclusive license
f. Other

24. Under the arrangcmentc described in 23
above, is there any provision for royalties ,..or
other reimbursement to the university, such
as increased indirect costs?

s i
7
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25. For inventions owned or controlled by the
institution and not assigned to a patent man-
age:nent organization, which of the cate-
gories of 23 above best describe the institu-
tion's policies for assignment or licensing?

26. How many patents were applied for on your
institution's inventions during the last ten
years by:

Inventor
Institution

Patent Management Organization

Industrial Sponsor
Government Sponsor

27. How many of the above patents issued?

28. How many of the patents in 27 were licensed?

APPENDIX B: INSTITUTIONS RESPONDING TO

PATENT SURVEY

University of Akron
Ball State University
Boston College
Brown University
University of California Systen.
California Institute of Technology
University of Cincinnati
Colorado State University Research Foundation
Concordia University
University of Connecticut
Cornell University
University of Dayton
University of Delaware
University of Denver
University of Georgia
University of Guelph
University of Houston

8

University of Illinois at Urbana-Champaign
University of Iowa
University of Kansas
Kansas State University
Kent State University
University of Kentucky
Universite Laval
University of Maryland
University of Michigan
University of Minnesota
University of Mississippi
University of Nebraska
University of New Mexico
Research Foundation of State University of

New York
University of Oklahoma
University of Oregon
Princeton University
Purdue University
Rockefeller University
Rutgers University
Salk Institute
Simon Fraser University
University of Southern California
Southern Eli.. uis University
Texas A&M Research Foundation
University of Toledo
University of Virginia
Virginia Polytechnic Institute and State University
Washington State University
University of Wisconsin
Yale University

Administrative Service supplements document prin-
ciples, policies. practices and procedures in the field ot
college and university management. They provide addi-
tional information about subject fields or offer specific
guidance in regard to generally accepted principles and
policies. Supplements arc the result of a comprAensive
review process modeled after that used for the basic
chapters of the Service.

b 0
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'Introduction to

PATENT CLAUSES IN INDUSTRIAL RESEARCH AGREEMENTS

This paper is one unit in a series prepared by the sponsored

program and patent offices at M.I.T. for use in their own professional
development program and in the workshop on Intellectual property at the
1984 NCURA annual meeting. The NCURA Committee on Professioral 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 intende to provide university research
administrators with only an introduction to the basic concepts of
intellectual property. Those who require a more complete understanding of
the subject will wish to study other materials cited herein or developed
from time to time by such organizations as the Society of University Patent

Administrators, the Licensing Executives Society, the COGR Committee on
Patents, Copyrights and Rights in Data, and the National Association of
College and 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
Washington, D.C. 20036

Copyright 0 1984 Massachusetts Institute of Technology and
National council of University Research Administrators
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1. INTRODUCTION

Of all the clauses contained in research agreements with industrial
sponsors, nose relating to patent rights are likely to require the most
time consuming negotiations. In addition, where patents are an important
consideration, clauses relating to the dissemination of research results
may also be essential, since publication has a direct impact on patent
rights.

Most university p i. policies provide that the ownership of
inventions made in tilt ,zrformance of a research agreement will normally
vest in the university. The rationale for this and some typical
implementing clauses are set forth in Part 4 of this paper.

The rationale and clauses applicable to situations in which an indus-
trial sponsor acquires ownership to inventions are set forth in Part 10.

Before addressing these, however, the question of conflicts and
commingling should be considered and this is addressed in Part 2.
The discussion of commingling in Part 2 assumes that the ref.' r is familiar
with material on commingling which is contained in Unit 2 or this series,
"Patent Rights under Government Contracts".

4
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2. COMMINGLING: THE CREATION OF FEDERAL RIGHTS

In Unit 2 of this series we rEiewed the Public Law 96-517, and
discussed the question of commingling, i.e., the acquisition of Federal
rights in an invention where the conception and/or reduction to practice
was supported in part from Federal funds.

It becomes important, therefore, in negotiating industrial
agreements, to determine at the outset whether the contract is likely to
result in inventions in whie_ the Federal government may already have, or
may in the future acquire rights.

2.1 Federal rights already acquired

It is not unusual for an industrial sponsor to support research which
may involve the reduction to practice of inventions conceived under Federal
sponsorship.

Where that may be the case, the industrial sponsor should be made
aware of any such inventions and the nature of the Federal rights to the
extent such inventions and rights have already been identified. The

likelihood that there may be others not yet identified should also be
evaluated. Finally, the contract should contain provisions preserving the
university's right and ability to fulfill its obligations to the Federal
government.

Assuming that the university is to retain title in all inventions
resulting from the industrially sponsored research, Federal rights can be
preserved in a number of ways:

a. By a clause providing that "All rights granted hereunder
shall be subject to Public Lim 96-517 and to the constraints set
forth therein."

These constraints, a.; ascussed in Unit 2 of this series,
relate to the terms of exclusive: licenses, march-in rights, limits on
the assignment of title, prefe,:encs for domestic manufacturers,
royalty-free licenses to the Federal government for government
purposes, eLc.

b. By a clause providing that whatever patent rights are granted
gill be granted "subject to the rights of third parties," or "to the
extent the University has the right to do so."

Where the university and industrial sponsor agree that the
sponsor will acquire title to inventions, it is doubly important t'.at

5
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the question of possible Federal rights in any of those inventions be
thoroughly reviewed since Federal rights in an invention will
preclude the granting of title. In that event, the contract should
define the nature of the license rights which the sponsor will
acquire when title cannot be granted.

2.2 Potential Federal rights

Some industrial sponsors are quite willing to fund research which is
also being supported by a Federal sponsor and to accept the licensing
constraints imposed by P.L. 96-517. In such cases the contract clauses
cited above are appropriate.

Other sponsors, however, may wish to preclude the possibility of any
Federal rights in inventions arising from the research, and may wish to
include a clause under which the university agrees not to accept any
Federal support which would constitute "commingling" and which will thereby
give the Federal government an interest.

It is more common, however, for the sponsor to seek contract
,surances that the University will take steps to avoid or minimize the
lquisition by any other sponsor, Federal or private, of patent rights
aich limit or are in conflict with those acquired by the Sponsor. This is
the subject of the next section.

6 9
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3. CONFLICTING PATENT OBLIGATIONS

In negotiating patent clauses, industrial research sponsors may seek
assurance that the rights they acquire are not subordinate to or in
conflict with rights acquired by other sponsors in the same inventions.
They may, as discussed under commingling in the previous section, wish to
avoid any Federal rights which would subject the inventions to the
requirements of Public Law 96-517. Whatever they may feel about Federal
rights, it is quite likely that they will wish to ensure that other
industrial sponsors have not already, or do not thereafter, acquire rights
from partial support of the same or closely related research by the same

investigators.

In order to minimize conflicts in patent obligations to industrial
spoblors there are a number of matters which should be carefully
corn idered:

3.1 Terminology

There are a variety of terms used in contracts to define the
inventions to which an industrial sponsor acquires rights. These include
inventions:

resulting from
arising from
made
made and conceived
conceived and reduced to practice
conceived and/or -educed to practice

The most precire terms, which are words of art under patent law, are
"conception" and "reduction to practice." Whether rights are based on the
imvertion being "conceived and reduced to practice," or "conceived and/or
reduced to practice," can have significantly different results, as
discussed in Section 3.2.

Whichever is used, it is desirable to refer to inventions conceived
or reduced to practice "in the performance of research under this
agreement," or "in accordance ,,ith this agreement," or "in performance of
the research set forth in the statemenc of work," etc. This will avoid the

ambiguity of phrases such as "during the period of this agreement," "in
connection with this agreement," "as a result of this agreement," etc.

3.2 Conception vs. reduction to practice

From the standpoint of the university, there are some advantages to
giving an industrial sponsor rights only to inventions conceived and
reduced t? practice in the performance of the research contract.

7
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For one thing, it will avoid the conflict which could arise where
rights are acquired by the sponsor on the basis of reduction to practice
only. If the same research, or closely related research, involving the
same personnel, had previously been funded by others, then th- current
sponsor may acquire rights based on reduction to practice, bu a prior
sponsor may already have acquired rights based solely on conception.

On the other hand, if an industrial sponsor acquires rights to an
invention solely by reason of conception, and then does nothing with it,
this could destroy the opportunity to get another industrial sponsor
interested in sponsoring further research necessary to reduce the invention
to practice.

These points notwithstanding, if it is agreed that an industrial
sponsor will acquire rights based on either conception or reduction to
practice, the parties will have to negotiate provisions which will deal
with preexisting rights or help to avoid future conflicts, as noted in the
following sections.

3.3 Limitations on rights

In order to deal with preexisting rights in third parties, a
university may use the clauses already cited under Section 2.1, which
provide that whatever patent rights are granted will be "subject to the
rights of third parties" or to Inventions made in the performance of the
research "to the extent that the university has the right to do so."

As noted earlier, however, a sponsor may not wish to accept these
open ended clauses without a careful review of what may be covered, and may
wish to adopt some mechanisms for ensuring that third parties do not
acquire such rights in the first place.

3.4 Restrictions on other funding

Some sponsors request a statement in the contract that the university
will not accept support from other industrial sponsors (or any sponsor),
for the specific work to be performed under the agreement. Universities
generally have accepted such clauses on the theory that a sponsor should be
entitled to be the sole sponsor of the particular research project once it
is defined except where it is understood at the outset that the program is
multiple sponsored and the funds will, in fact, be commingled.

Some industrial sponsors request the inclusion of contract language
to the effect that the university will not undertake work in related areas
for other sponsors, (or that the principal investigator and his research
team will not do so), or that related work will net be performed for the
sponsor's competitors, or that no research will be undertaken by the
university (or research team) which will create a conflict in obligations.

Although provisions of the latter type undoubtedly help to reduce
patent conflicts, they raise other questions of policy with which most
universities have great difficulty and should be approached cautiously.
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3.5 Statement of Work

Broadly defined, flexible research support is highly desirable to a
university. Nonetheless, the statement of work should, insofar as
possible, define in specific terms the area of research and the elements,
tasks or objectives whenever patents are an important consideration.
General work statements without specificity give rise to unpredictable
conflicts in patent rignts obligations.

Some umbrella or institutional agreements define broad areas within
which specific projects will be agreed on by the parties. In such cases,
some universities avoid conflicts by including in the umbrella agreement a
statement that patent rights will be negotiated in good faith once an
individual project has been identified, or by agreeing that certain defined
rights in inventions made in the performance of the research wil! be
grantee, but "subject to third party rights" or "to the extent the
university is able to do so."

3.6 Review for potential patent conflicts

It is, of course, desirable to identify conflicts befo.-e they arise
and some sponsors ask that they be informed in advance of any potential

conflict, This is reasonable to a point, but is difficult where it is
stated to such broad terms as "University will not enter any contracts
which create any conflict in obligations" as cited above in Section 3.4.

A more manageable approach used in some major institutional research
agreements is as follows:

"University's Administrative Representatives shall, prior to
the execution of any and all Project Authorizations and
periodically thereafter, review with the Principal
Investigators the current and proposed assignments of Personnel
performing research under this Agreement to determine whether
sated Personnel are also performing, or propose to perform,
related research under any other agreement between University

and a third party. University's Administrative Representatives
shall discuss their findings with Sponsor's administrative
Representatives. If in the opinion of Sponsor's Administrative
Representatives it is warranted, the Commmittee for
Administration will request that University's Patent Counsel

review the sit tio. to determine whether any potential
conflict exists between the obligations undertaken or proposed
to be undertaken by University with respect to patentable
inventions under Articles VI through IX of this Agreement, and
those obligations undertaken by University with respect to such
other agreement. If a potential conflict does exist,
University's Patent Counsel will so report to the Committee for
Administration, which will request such University Personnel to
elect which of the potentially conflicting projects they choose
to participate in."
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4. TITLE IN THE UNIVERSITY - A RATIONALE

While the patent policies of educational institutions differ in a
number of rt dects, most university policies provide that the ownership of
inventions made in the performance of a research agreement will normally
vest in the university. Question 23 of the NACUBO Survey reproduced in
Unit 3 of this series gives some feeling for the practices of those
surveyed in 1978.

4.1 Rationale for university retaining title

Universities which retain title to such inventions assert that by
doing so they are in a better position to:

a. Fulfill their obligation as a university to serve tLe public
interest by ensuring that inventions arising from university research
are developed to the point of maximum utilization and availability to
the public and will not be used to the detriment of the public
interest by the unnecessary exclusion of any qualified user or by any
()the:- means.

h. Share with inventors the proceeds of royalty-bearing licenses in
recognition of their inventorship and as an incentive to spend the
time and effort necessary to properly disclose the invention, parti-
cipate in its evaluation, assist attorneys involved in filing patent
applications, and advise potential licensees.

c. Provide the University with a share of the royalties not only to
help pay the costs of the patent program, but also to support
selected education and research programs In recognition of the
university's investment in facilities and perlonnel without which
such inventions would not have been possible.

d. Minimize or facilitate tne re!_91ution of conflicts in patent
rights and ob'igations between industrial sponsors, and between
industrial dnd Federal sponsors where research sponsored by industry
may lead to the reduction to practice of inventions conceived under
Federal sponsorship. Conflicts can be minimized and the equities of
the parties more effectively recognized, through licensing
mechanisms, when title to the inventions is not at issue.

e. Ensure that the university can pursue with third party licensees
those applications which are of no interest to the sponsor and which
might not otherwise be developed to the point of commercial
availability.

10 9 0



NCURA PATENT CLAUSES IN INDUSTRIAL RESEARCH AGREEMENTS

5. LICENSING OPTIONS

The clauses and commentary which follow cover the license rights and
other options most frequently granted to industrial research sponsors by
universities which retain title to resulting inventions

5.1 Disposition at university discretion

Some industrial sponsors either do not wish to acquire any patent
rights, or are willing to let the university determine disposition. In

such cases, a clause such as the following can be used:

"Title to inventions conceived and/or reduced to practice in the
performance of this research shall vest in the University, which
shall have the sole right to determine the disposition of any patents
or other rights resulting therefrom in whatever manner it deems
appropriate to protect the public interest and the equities of the
parties."

5.2 Non-exclusive license to sponsor

For institutions which normally retain title to inventions made in
the performance of industrially sponsored research, the right most
frequently granted to the sponsor is an irrevocable, non-exclusive license
for the life of the patent. It may be the only right granted, or it may be
granted in conjunction with a limited term, exclusive license, or with an
option to acquire an exclusive license. The non-exclusive license may be
royalty-free, or royalty-bearing as discussed below.

A representative clause granting a non-exclusive license follows:

"Title to inventions conceived and/or reduced to practice in the
performance of this research shall vest in the university, which
shall have the sole right to determine the disposition of any patents
or othr rights resulting therefrom, provided that upon issue of any
patent on any such invention, the University shall grant to the
sponsor an irrevocable, royalty-free, (royalty-bearing) non-exclusive
licence to make, use and sell such invention, but without the right
to sublicense, for the term of such invention."

There are a number of comments which should be made in connection
with this type of clause.

a. Discretionary filing

As this sample clause is written, the university is under no
obligation to file patent applications on resulting patents and is in
a position to evaluate inventions and determine which it wishes to
pursue. However, some sponsors are sufficiently concerned with
patents that they would wish a firmer commitment with respect to
identifying inventions and ensuring that all inventions in which
either party is interested are pursued. This is covered in Part 7.

11
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b. Royalty-free or royalty-bearing

Although non-exclusive licenses granted to research sponsors
have at many universities been granted royalty-free, an increasing
number of universities are seeking royalty-bearing non-exclusive
licenses since the non-exclusive license in the sponsor is a
disincentive for other industrial companies to invest funds in
developing a marketable product. This is particularly true where the
sponsor has acquired license rights based solely on the conception of
the invention, so that further investment would be required to reduce
it to practice and develop its commercial potential, and where the
sponsor is sufficiently large to capture a significant portion of the
market if it entered the market on a royalty-free basis.

In addition, some universities which might normally grant a
royalty-free, non-exclusive license, prefer royalty-bearing,
non-exclusive licenses in situations where the sponsor is dominant in
the field, or is an industrial association comprised of companies
which are, in the aggregate, dominant in the field. Where a
royalty-free license might aid a sponsor in maintaining market
dominance, anti-trust considerations might also apply. In any event,
the opportunity for granting royalty-bearing licenses to third
parties may be so limited that the income to the university may be
inadequate to offset the expense of seeking and maintaining patent
protection and sharing royalties with the inventors.

c. Sublicensing

Under a non-exclusive license, the right to sublicense is not
usually provided since it may put the university in competition with
the licensee in offering attractive sublicenJing terms to potential
sublicensees.

5.3 Exclusive, limited-term license to sponsor

In recent years, universities which retain title to inventions
resulting from sponsored research appear to be more willing than previously
to provide industrial sponsors with exclusive patent licenses, where
requested, and to view them as an appropriate vehicle for the effective
transfer of the technology.

In most cases, the rights granted are a limited-term (less than the
life of the patent), exclusive license (or an option to acquire such a
license). The following clause is typical:

"Title to aly invention conceived and/or reduced to practice in the
performance of this research rhall remain with the University,
provided, Lowever, that the University shall grant to the sponsor an
irrevocable, royalty-free, (royalty-bearing) non-exclusive license to
make, use and sell such invention, but without the right to
sublicense, for the term of any patent thereon.

12
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"And providea further that the University shall grant to the Sponsor.
(an option to acquire) an exclusive license to make, have made, use
and sell such invention of discovery, with the right to sublicense,
at reasonable royalty rates, the term of exclusivity and the royalty
rates to be negotiated at the time the invention or discovery is made
(provided further, however, that this option must be exercised by
Sponsor by notice in writing to the University within months from
the date the invention or discovery is first disclosed to the

Sponsor). The parties agree that all of the terms and conditions of
any such license shall be reasonable in light of then existing
industry practice."

There is apparently some difference of opinion as to whether an
exclusive license (or an option for one) should be granted under the
research contract or negotiated only after an invention has, in fact, been
identified. The more common practice is probably the granting of the
exclusive license (or option) at the time the contract is negotiated,
assuming that the research project, the research team, and other pertinent
information is known, including any potential for conflicts in patent
rights. Under umbrella agreements, where the individual projects are not
known at the time the overall agreement is negotiated, the decision is more
likely to be deferred. A number of other comments should be made:

a. Discretionary filing

Alt!...ugh not as emphatically stated as the clause in Section
5.2 above, the university is under no obligation to file on all
patenteale inventions, but only to grant a license for the term of
"any patent thereon." Sponsors who are interested in exclusive
licensing, however, are more likely to want a firmer commitment with
respect to patent filing, and this is explored in Part 7.

b. Length of exclusivity and royalty rates

The sample clause above states that the term of exclusivity
and the royalty rates will be negotiated at the time the invention or
discovery is identified. The rationale for this approach is that
only after the making of the invention can its value and potential
market be ascertained.

If there are compelling reasons, however, for specifying
these in advance, some universities may agree to setting the length
of exclusivity and the minimum and maximum royalty rates in the
contract at the outset. This can be done for example, by modifying
the foregoing clause as follows:

"And provided further that the University shall grant to the
Sponsor a limited term, exclusive license to make, use and
sell such invention or discovery, with the right to
sublicense, the term cf exclusivity to be years from the
date of execution of the license agreement or years from

the date of the first commercial sale of said invention or
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discovery. whichever occurs first, and at reasonable royalty
rates to be negotiated at the time of the license agreement,
but such rate not to be less than nor more than
percent of the net sales price of the invention."

c. Sublicensin¢ and Derformance criteria

An exclusive license usually gives the Sponsor the right to
sublicense others at reasonable royalty rates. Apparently most
universities do not make such sublicensing mandatory under exclusive
limited-term licenses, but do require (1) performance milestones
and/or minimum annual payments as incentives for the licensee to
develop the technology and ensure that it becomes available for the
benefit of the public, or (2) other forms of assurance that
commercialization will be diligently pursued.

The initial period of exclusivity is sometimes extended under
special circumstances or with contractual assurances that licensing
will be pursued as diligently as it would be by the university.
These contractual assurances may include mandatory sublicensing,
performance milestones, arbitration procedures, etc.

Any exclusive licensing subject to P. L. 96-517 becauf-e of
Federal rights in the invention must, of course, meet the require-
ments of OMB Circular A-124, as set forth in Unit 2 of this series.

5.4 Exclusive, full-term license to sponsor

Universities which adopt the philosophy that they have an obligation
to ensure the transfer of technology through patents in the public interest
tend to resist the granting of exclusive licenses for the life of the
patent except under special circumstances, such as settlement of a possible
litigation claim, settlement of an interference action, or as a possible
alternative to assigning title or granting joint ownership, etc.

Where universities do grant a life of the patent exclusive to an
industrial research sponsor, they may require assurances such as mandatory
sublicensing on a non-discriminatory basis to all qualified parties and an
arbitration procedure for any appeals.

A sample clause is as follows:

"Title to any invention ur discovery conceived or first reduced to

practice in the performance of this research shall remain with the
University; provided, however, that the University shall grant to the
Sponsor an irrevocable, exclusive license with mandatory sublicensing
at reasonable terms on a non-discriminatory basis to all qualified
parties for the term of any patent thereon, to make, have made, use
and sell such invention or discovery, such license to be at
reasonable royalty rates to be negotiated at the time the invention
or discovery is made."
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6. JOINT TITLE

Although most universities resist the fragmenting of ownership, some
recognize a few situations in which a research sponsor might be granted
joint title to inventions resulting from the research.

6.1 As an alternative to sole title

Some universities negotiate joint title as an alternative to
granting the research sponsor sole title, using a clause such as the
following:

"Title to any invention or discovery conceived or first reduced to
practice in the performance of this research shall be jointly owned,
with each party having the right to license others without
accounting."

Although this may be preferable to surrendering sole title, it should
be recalled, as stated in Unit 1 of this series, that each holder of joint
title in an invention can do anything a sole owner could, i.e., sell or
assign its joint interest to others, license others on whatever terms and
conditions the joint owner deems appropriate, and do so without any
responsibility to account for its actions or for its royalty income to the
other joint owner.

Joint owners, however, may also agree to a coordinated approach to
filing, licensing, and the treatment of royalties, and some universities,
where joint title is agreed to, prefer this from the standpoint of good
business and licensing practise. This type of arrangement is reflected in
the sample clause which follows:

"a. Title to any invention or discovery conceived or first
reduced to practice during the performance of the work under this
agreement shall be jointly owned by Sponsor and the University, and
each shall receive an equal undivided partial interest in such
invention or discovery, and resulting foreign or U.S. patent
applications thereon, and any foreign or U.S. patents issued thereon.

"b. Sponsor and the University as joint owners shall be free to
grant non-exclusive licenses hereunder to anyone. Any such
patent/patent applications jointly owned by the University and
Sponsor shall be applied for at the joint expense of both parties,
provided that each party concurs in the acquisition of such patent.
If either party elects not to contribute to such expense, the other
party shall receive the whole interest in such patent
application/patent.

"c. Patent applications and/or patents obtained hereunder on
jointly owned inventions may be licensed by the University or the
Sponsor on any appropriate terms, including royalty free or on a
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reasonable royalty basis. The royalty income earned on the licensing
of patent applications/patents hereunder, whether lis:ensed by Sponsor

or the University, shall be equally apportioned between the Sponsor

and the University."

Whether this approach is preferable may depend on the nature of the
market, the nature of the sponsors marketing capability, and other factors.

As an alternative or modification to the coordinated approach
reflected in the foregoing clause, the parties may agree that one of them

will act as the sole agent of both with respect to patent licensing, and
receive back from the other party an exclusive license to that party's
joint rights.

6.2 Joint research programs

Joint title is most frequently granted in situations in which the
sponsor and the university are engaged in joint research, and the first

problem is to define what this means. Joint research may be variously

defined to include the sponsor and the university conducting portions of
the same project, or conducting separate but closely related projects in

parallel. It may involve sponsor personnel participating In the University
research and/or University personnel spending time in the Sponsor's

laboratories.

There are a variety of approaches to defining ownership of inventions
on joint research. Allocation of ownership rights may depend on the

affiliation of the inventor, the location of the research, the definition
of what is "in the performance of research under this agreement," etc. The

complications of these different approaches are beyond the scope of this

section. The following sample clauses, therefore, deal with the relatively
simpler case of research performed solely at the University with Sponsor

personnel participating.

a. Ownership based on affiliation

One of the simplest arrangements, based on the inventor's
affiliation, is the following:

1. "Title to any invention made solely by a Sponsor

employee shall vest in Sponsor. University shall have the

right to use any such invention internally for its oan
purposes.

2. "Title to any Invention made solely by a University
employee shall vest in the University, Sponsor shall have the
license rights defined elsewhere in this agreement.

Z. "Title to any inventions made jointly by employees of
Sponsor and University shall be jointly owned."

Where ownership is joint the parties may wish to agree on a
coordinated approach to the licensing and sharing of royalties as

discussed in 6.1 above.
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b. University ownership

The following clause reflects the philosophy that unless the
university takes title to all inventions made in the performance of
the research, regardless of by whom made, it could create undesirable
conflicts and fragmenting of ownership. The equities and
contribution of the sponsor, however, can be reflected in the setting
of royalties and other licensing provisions:

"Title to any inventions made by sponsor and/or University
personnel solely or jointly in the performance of the
research or through the use of any facilities or resources of
the University shall vest in the University, but due
consideration will be given to the Sponsor's contribution in
negotiating the terms of the licenses granted elsewhere under
this agreement."

17
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7. RESPONSIBILITY FOR FILING AND ALLOCATION OF COSTS

7.1 Filing by the university

In Sections 5.2 and 5.3, we noted that sponsors interested in
exclusive licenses may also wish assurances that the university will be
active in identifying inventions and pursuing patent protection on all
those in which the sponsor is interested. A typical clause to this effect
is the following:

"Title to inventions conceived and/or reduced to practice in the
performance of this research shall vest in the university, which
shall take steps to file pat.-.11t applications in the United States at
its expense on all patentable developments. Upon issue of any patent
on any such invention, the University shall grant to the Sponsor...."

The university, however, may not wish to commit itself in advance to
seeking patent protection at its own expense by filing on all inventions,
whether or not they appear to have commercial potential. For that reason,
it may be necessary to consider other options, such as permitting filing by
the sponsor when the university elects not to, and/or providing that the
sponsor share the costs. A sample clause addressing this option is as
follows:

"1. University shall file or have filed in a timely manner at its
own expense a United States patent application or applications on all
inventions arising out of the performancce of this research and shall
diligently prosecute such applications. Sponsor may make a written
request to the University to file a United States patent application
on any invention identified to the University by the Sponsor.

"2. Where the University for any reason elects not to file such a
patent application in the United States or in a foreign country,
University shall notify the sponsor promptly and the Sponsor shall
have tie right to file such application at its own expense in the
name of the University."

The foregoing clause provides that the university pays the cost when
it files, whether at its own initiative or at the request of the sponsor,
and the sponsor pays only for the filing which the university elects not to
pursue. A somewhat different approach is reflected in the following
clause, which provides that the sponsor only gets rights to inventions on
which it recommends filing and for which it pays half the filing and
related costs, except that if the university fails to follow the sponsor's
recommendation, the sponsor may pursue patent rights at its own expense in
the university's name.
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"1. Sponsor agrees to provide university with non-binding
recommendations regarding the filing, prosecution, issuance,
reissuance and maintenance of all University patent rights.
University shall have the sole right, in its discretion, to follow or
not to follow Sponsor's recommendations. To enable Sponsor to
provide its recommendations, University agrees to advise Sponsor at
least 30 calendar days prior to the due date for taking any action
affecting the filing, substantive amendments, issuance, reissuance
and maintenance of all University patent rights.

"2. Sponsor agrees to reimburse University for one-half of its
reasonable out-of-pocket patent costs (including outside patent
counsel fees, search costs, filing and issue fees, and maintenance
taxes) associated with the filing, prosecution, issuance, reissuance
and maintenance of those Contract Patent Rights which Sponsor
recommends should be filed, prosecuted, issued, reissued and
maintained.

"3. If Sponsor specifically declines in writing to recommend that
University file an application to obtain any Contract Patent Rights,
University shall be free to proceed at its own expense and any
contract patent rights obtained shall not be subject to the licenses
granted to the Sponsor elsewhere in this agreement.

"4. In the event that Universit elects not to follow an Sponsor

recommendation in favor of the filing, prosecution, issuance,
reissuance and maintenance of any patent application or patent within
University Patent Rights, University shall so inform Sponsor in
writing at least 60 days (to the extent feasible) in advance of any
statutory bar, including foreign statutory bars, or response date or
the proposed date of abandonment, and Sponsor may, at its option,
pursue said patent rights in the name of University. Thenceforth,
Sponor shall bear all expenses associated with obtaining such patent
rights."

Where the sponsor files as contemplated above on inventions which the
university elects not to pursue, there are various ways to recognize its
contribution. The sponsor might be given a credit against royalties due
the university from the licensing of the patent up to the total of
sponsor's prosecution and maintenance costs, or royalties might be shared
on a basis more favorable to the sponsor, or waived entirely. In such
cases, it is also somewhat more likely that the sponsor would be given the
exclusive license for the life of the patent rather than for a limited

term.

In some cases where the university elects not to file, the sponsor is
allowed to file in the sponsor's name, and the university would normally
retain a royalty-free, non-exclusive irrevocable license to practice such
invention for research purposes only. Royalties might or might not be

shared. Some universities prefer this approach rather than allowing the
sponsor to file in the name of the university. In the latter case, control

is essentially in the sponsor, but the university might well be joined as a
party to any infringement or other litigation since it retains legal
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ownership. Where title is in the name of the sponsor, the joining of the

university in the suit is less likely to occur, unless the university is

"an indispensable party" in the legal sense.

7.2 Filing by sponsor

It may, of course, be agreed from the outset that all filing of
patent applications will be done by the sponsor. In some industries,

companies prefer to have this done by their own lawyers whom they consider
more specialised and expert in their field. Whether such lawyers will give
attention to claims and fields of use not specifically within the company's

area of interest can be argutd.

Where it is agreed that the company will do the filing, a clause such
as the following might be used; or any clause which simply reverses the

approach in Section 7.1 above.

"The Company may, at its own expense and in consultation with the
University, file and prosecute a patent application(s) on the
invention in the United States. The Company will also select
countries for the international filing of such application(s), and
all filing, prosecution and maintenance costs will be the

responsibility of the Company. In the event the Company elects not
to take a license under such patent(s), the responsibility for such
filing, prosecution and maintenance costs shall revert to the
University. The University may supplement the list of countries for
international filing but, unless the Company agrees to pay for the
filing and prosecution in any of these additional countries, these
costs will be paid by the University."

Another approach to filing by the Sponsor is reflected in the

following provisions:

"1. When Sponsor has indicated its interest in a license under
prospective Patent rights to an invention it shall promptly cause its
patent attorneys to file and prosecute in good faith a United States
Patent application on such invention. Sponsor shall also effect the

filing and good faith prosecution of foreign Patent applications
corresponding to the United States application in whatever countries
Sponsor by written notice to the University indicates its interest in

a license under prospective Patent rights.

"2. Until such time as Sponsor notifies the University in writing
that it no longer has an interest in a license, or until the
expiration of the time specified in Paragraph during which time

Sponsor has not given notice of its election to take a license,
Sponsor agrees to bear the cost for filing and prosecution of Patent
applicatons under Paragraph 1 and the issuance and maintenance of

Patents thereon. Sponsor shall not be required to prosecute say such
Patent application beyond the point of final rejection by the
assigned Primary.Examiner in the United States Patent and Trademark

Office or the equivalent stage of prosecution if a foreign

application. The University, at no cost or obligation or liability
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to Sponsor, may take action to file or prosecute any Patent
application or have issued or maintain any Patent on which Sponsor
elects not to take such action. Any such election by Sponsor shall
be pro:Aptly communicated to the University and in adequate time to
allow the University to take such action if it so desires. Sponsor's
right to a license thereunder shall not thereby be diminished.

"3. With respect to Patent applications filed and prosecuted and
Patents issued or maintained by Sponsor under Paragraphs 1 and 2, the
University at its own expense may designate and retain patent counsel
of its own who shall be permitted to review such Patent applications
and proposed responses to Patent Office actions thereon and issuance
and maintenance of Patents and to consult with Sponsor's patent
attorneys before Sponsor takes action thereon. However, the control
of such filings, prosecutions, issuances and maintenances shall reef
with Sponsor unless it elects to relinquish such control to the
University under Paragraph 2 by timely written notice. The
University may at any time elect by notice in writing to Sponsor to
assume at University's cost those activities undertaken by Sponsor
under Paragraphs 1, 2 and 3 on behalf of the University in regard to
any Patent application or Patent, and Sponsor's right to a license
thereunder shall not thereby be diminished."

lob
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8. LICENSE TERMS AND CONDITIONS

Research contracts with industrial sponsors deal with the terms and
conditions of license grants in a variety of ways.

In some cases, the contract simply states that the sponsor shall be
entitled to certain licensing rights as set forth in a separate agreement.
The separate agreement spells out the sponsor's licens rights and/or the
options it may elect. This agreement, sometimes refer ad to as a License
Option Agreement, is then executed in conjunction with the research
contract. It resembles a license agreement but the royalty rates and
certain other specifics may be left for subsequent negotiation once an
invention is identified.

In other cases, the sponsor's options are spelled out in the contract
at a level of detail comparable to that in the option agreement. The legal
effect is the same in either case, but some universities which make
research contracts available as public documents, except for the business
and financial details, prefer to have these details in a separate option
agreement so that 1.he research contract can be made available without
editing and deletions.

In the majority of cases, however, it appears that research contracts
take the middle ground and contain clauses which cover the most important
rights to be granted but leave the rest of the license agreement to be
negotiated waen the invention is identified. In general, such research
contracts will at least cover the following:

Ownership of inventions
Right to non-exclusive or exclusive licenses
Exclusive License terms: length, sublicensing
obligations, performance requirements,
applicability of PL 96-517, etc.

In conjunction with such contracts, the sponsor may wish to study the
university's standard licensing agreement in order to anticipate whether
any problems could arise later which might best be addressed at the outset.
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9.0 DISCLOSURE AND PUBLICATION

Where patents are an important consideration in contracts sponsored
by industry, emphasis is also placed on the filing of patent applications
before patent rights are defeated by publication, as discussed in Part I of
this course.

9.1 Monitoring and disclosre of inventions

Some contracts seek to protect patent rights by establishing
mechanisms lor (1) monitoring or reviewing the research on an on-going
basis to identify inventions at an early stage and (2) prompt disclosure to
the sponsor.

A sample three-part clause reflecting this approach is as follows:

"1. The Sponsor shall monitor progress of the Project through its
representative on the Advisory Committee, the Program Director, and
the Project Investigator, as appropriate. The primary purpose of
such monitoring is to detect potentially patentable inventions as
early as possible, which shall be a responsibility of the Sponsor."

"2. When in the judgment of the University a Project first
reaches the stage where it has produced technical developments of
apparent commercial utility and the University believes that such
technical developments may be patentable and have not been identified
by the Sponsor through the monitoring of progress on the research,
the University shall report such potentially patentable inventions to
the Sponsor. Thereupon the Sponsor shall make the evaluation,
exercise its election and report to the University as specified
above.

"3. University shall make periodic reports to Sponsor of the
results of he research and shall notify Sponsor of its intentions
with respect to all patentable inventions conceived ot first reduced
to practice in performing the research hereunder, including its
intention to file or not to file for patents and the countries to be
filed in, to terminate prosecution of pending patent applications, or
to discontinue the maintenance of any issued patents."

Whether or not a research project is such as to warrant this type of
monitoring depends on the facts, and 4t may not be appropriate in some
cases. In any event, where some such a mechanism is in place, the emphasis
on the review of publications and journal articles as the means of
disclosing patentable inventions is less and the likelihood of publication
delays of the type contemplated in the following section is reduced.
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9.2 Publication

The University's right to publish is frequently preserved by a clause

of the following type:

"University is free to publish the results of this research after
providing a copy of the proposed publication to the sponsor."

Where a sponsor is not particularly interested it patents or is
satisfied wish a license to whatever patents the university itself chooses
to acquire, this clause may be adequate.

Where, however, the sponsor is interested in patents and may wish
itself to pursue those which the university does not, it will usually
request that the clause be modified to provide for a delay in publication
to protect patent rights.

a. Delay in publication

Where sponsors wish an opportunity to review publications in
order to ensure that patentable inventions are not overlooked, it is
not unusual for a university to agree to delay publication for this

purpose. (In addition, in situations where the university has
accepted proprietary data of the sponsor as background information,
this also gives the sponsor an opportunity to identify any such data
which has be inadvertently included in the publication.) A typical

clause might read as follows:

"The University is free to publish the results of this
research after giving a copy of the proposed publication to
the sponsor at least 30 days prior to the intended
publication date, to allow the sponsor to review for
patentable subject matter (or to ensure against the
disclosure of any proprietary data of the sponsor)."

Where publication delay is long enough in practice, as is
often the case with publications in professional journals, it is
assumed that the parties will have time to conduct the review and do
whatever is appropriate to protect patent rights.

b. Delay in publication plus extension

Because foreign patent is such that any publication of any
nature prior to filing, whether oral or written, in any part of the
world, may eliminate the possibility of foreign patent protection,
some industrial sponsors are concerned not only that patentable
subject matter be identified, but that the university secures patent
protection by filing prior to publication, or allows the sponsor time

to obtain such protection.
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Consequently, a number of universities contractually agree to
an additional delay or deferral for this purpose, through a clause

such as the following:

"The Un, ersity is free to publish the resets of this
research after giving a copy to the sponsor at least 30 days
prior to the intended publication, except that the University
agree that it will defer the intended publication for an
additional 60 days, upon the request of the Sponsor duriug
the initial 30 day review period, in order to provide
adequate time for the filing of a patent application."

c. Delay in submission

The foregoing clauses provide a delay period based on the
intended date of publication, but some sponsors are
uncomfortable with this since the publication date may not be
in the university's control and for other reasons. In such

cases, some universities are willing to state the delay in
terms of "30 days prior to submission to the publisher"
rather than prior to the intended date of publication.

1 i u
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10. TITLE IN THE SPONSOR

As noted in Item 23 of the NACUBO Survey included in Unit 3 of this
series, 27 universities indicated that they would permit a research sponsor
to acquire ownership in inventions. In practice this occurs in a variety
of ways. The sponsor may acquire title in specific inventions resulting
from the research under specified circumstances, as, for example, when the
university elects not to pursue an invention and the sponsor is permitted
to do so in its own name. On the other hand, the research agreement may
provide the sponsor, with ownership to all resulting inventions. Such
agreements may be an exception to the university's normal patent policy and
permitted only under unusual circumstances, or it may simply be one of the
alternatives which the university normally makes available where no Federal
rights apply.

10.1 Rationale for sponsor acquiring title

One industrial sponsor which seeks title to inventions resulting from
the research which it sponsors, argues that:

a. The company is interested in emerging technologies that will
provide the basis for new products in an intermediate time frame.
The beat way to achieve this objective is for the company to draft
and apply for any patents which evolve from the supported research
and for the company to hold title to any issued patents.

b. The company, as opposed to the university, is in a better
position to judge the commercial merit of an invention and to
interpret this judgement into a sound enforceable patent.

c. Holding title to the patent is necessary in order to justify
the very large expenditures which are required to develop and
commercialize the invention.

d. When the company acquires title, the interests of the
university and the public can be protected by contract provisions
such as the following:

1. Limits are placed on the time which the Sponsor has to
file U.S. and foreign patents. Rights to inventions on which
the Sponsor does not wish to file are returned to the
University.

2. The Sponsor agrees to commercialize patented inventions
resulting from the sponsored research through internal
development or through licenses within a specified time. If

it fails to do so title will revert to the university.
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3. The Sponsor agrees to pay the university a royalty for
monetary benefits arising from the practice of the invention,
with the rate to be negotiated in good faith when the
invention is known.

4. The Sponsor will review contemplated oral or written
publications prior to their release so as not to jeopardize
either U.S. or foreign patent applications, but promises a
tight timetable for this review to prevent any possible
suppression of the information or unreasonable delay in
publication.

Where the contract contains provisions such as the foregoing,
it may in many respects have the same net effect as if the University
retained title and provided an exclusive, long-term license to the
Sponsor. The issue, then, is which party should control the patent
in the public interest and which party must take the initiative to
resolve disagreements through arbrzration or other legal steps.

10.2 Other considerations

Universities which are willing as a matter of policy to assign title
to industrial sponsors under appropriate terms, however, consider a number
of sdditional factors before doing so in particular situations, such as:

a. Whether there is any possibility of past or future support
that might result in subjecting inventions to Public Law 96-517.

b. Whether the proposed research has been supported by other
commercial sponsors or is related to other projects in such a way
that rights in resulting inventions might be claimed by more than one
party, particularly if the research involves the reduction to
practice of inventions previously conceived under other sponsorship.

c. Whether the proposed research is likely to result in
inventions which have significant applications outside the sponsor's
field of interest and whether these applications will be pursued.

d. Whether the University already has a patent position in the
technology involved.

10.3 Patent clauses -- Title in sponsor

In practice, where sponsors acquire title, the terms can vary widely.
A simple clause granting the sponsor title without any consideration or
control by the university might be used as follows:

"Title to any invention or discovery made or conceived in the
performance of this research shall vest in the Sponsor, provided,
however, that Sponsor shall grant to the University an irrevocable,
royalty-free, non-exclusive license for the use of such invention or
discovery for the term of any patent thereon."
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Other such agreements have some or all of the elements described in
10.1.d. above, so that the University retains some of the same rights it
would have had by retaining ownership and granting the sponsor a
royalty-bearing, exclusive license with due diligence requirements and

march-in rights. This type of agreement is reflected in the following clauses:

"1. UNIVERSITY shall be responsible for ensuring disclosure to

SPONSOR of any and all inventions within thirty (30) days of
discovery, conceiving, or finding of an invention by any investigator
engaged in research activity funded by SPONSOR under this Agreement.

"2. SPONSOR shall have an additional -month period from the

U.S. filing date in which to file counterpart patent applications
covering said invention in countries foreign to the United States.
SPONSOR shall provide UNIVERSITY with copies of all U.S. patent
applications, Patent Office actions and amendments at the time they
are filed or received by SPONSOR, and shall provide UNIVERSITY with
serial number and filing date information for foreign-filed
applications and with copies of all foreign patents which issue

thereon.

"3. Within ninety (90) days after the filing of a patent
application by SPONSOR as provided in Section 2, UNIVERSITY shall
make assignment to SPONSOR of the entire right, title and interest in
and to said patent application and in and to the invention or
inventions described in said patent application without further

compensation. In order that UNIVERSITY may accomplish said
assignment, UNIVERSITY shall require each investigator engaged in
research under this Agreement to execute an "Invention and Patent
Assignment Agreement" form, attached hereto and made a part hereof as

Appendix "B".

"4. In the event SPONSOR fails to file foreign patent
applications within the periods set forth in Section 2, or having
filed an application elects to discontinue prosecution of such
application, SPONSOR shall upon request from UNIVERSITY assign back
to UNIVERSITY all patent rights for each of those countries in which
no application is filed or prosecution is discontinued. Any

assignment back to UNIVERSITY from SPONSOR will be subject to a right
in SPONSOR of an irrevocable, nonexclusive, royalty-free license to
make and use within SPONSOR for purposes of research and development,
but not for production or sale, any subject matter assigned back to

UNIVERSITY.

"5. In the event of issuance to SPONSOR of a U.S. or foreign
patent which issues from a patent application assigned to SPONSOR
from UNIVERSITY, SPONSOR shall grant to UNIVERSITY an irrevocable,
nonexclusive, royalty-free, non-transferable license to make and use
the subject matter of any such patent, said license being limited to
research, teaching and development activities practiced at
UNIVERSITY.
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"6. SPONSOR recognizes that an important objective of UNIVERSITY
is to make available to the public the fruits of research. SPONSOR

agrees to use reasonable efforts in commercializing an invention or
in identifying and securing one or more licensees capable of
commercializing an invention described in a patent application
assigned to SPONSOR by UNIVERSITY. In the event said invention is
not commercialized either by SPONSOR or through its licensees within
a period of five (5) years from the filing date of said patent
application, SPONSOR will assign all rights to said patent or patent
application to UNIVERSITY upon request subject to an irrevocable,
nonexclusive, royalty-free license to SPONSOR to make and use within
SPONSOR for purposes of research and development, but not for
production or sale, the subject matter of said patent or patent
application."
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Introduction to

PATENT LICENSING AGREEMENTS

This paper is one unit in a series prepared by the sponsored
program and patent offices at M.I.T. for use in their own professional
development program and in the workshop on intellectual property at the
1984 NCURA annual meeting. The NCURA Committee on Professional Development
is making it available to NCURA members who need a basic understanding of
intellectual property in 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 university research
administrators with only an introduction to the basic concepts of
intellectual property. Those who require a more complete understanding of
the suJject will wish to study ottr.:r 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 ,ommittee on
Patents, Copyrights and Rights in Data, and the National Association of
College and University Attorneys.

User Feedback
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National Council of University Resea'cn Administrators
One Dupont Circle, N.W., Suite 618
Washington, D.C. 20036

Copyright ED 1984 Massachusetts Institute of Technology and
National Council of University Research Administrators
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INTRODUCTION

Some of the patent licensing done by universities relates to inventions
in which the university acquired ownership under the terms of employee
patent agreements or by assignment from individuals who elect to have the
university develop and market inventions on their behalf. University
research administrators, however, are primarily concerned with patent
licensing which relates to university owned inventions which resulted from
research programs sponsored by the Federal government or by industrial
organizations. The purpose of this paper is to provide an introduction to
the principal features of such licensing agreements. The sample licensing
agreement included in this paper is a royalty-bearing, limited term,
exclusive license, which is preceded by a brief commentary on each of its
provisions.

Those interested in pursuing patent licensing further should seek
guidare from professional groups such as the Society of University Patent
Administrators, the Licensing Executives Society and from publications such
as the following:

1. Les Nouvelles - The Journal of the Licensing Executives Society, a
worldwide federation of business-oriented professional societies of
individuals involved in the transfer of technology and industrial or
intellectual property rights. (Les Nouvelles, 1225 Elbur Avenue,
Cleveland, Ohio 44107).

2. The Law and Business of Licensing_ Licensing in the 1980's, - A
looseleaf reference series with new material added on an annual basis
in the form of supplementary pages and new binders. Published by Clark
Boardman Company, Ltd., 435 Hudson Street, New York, N. Y. 10014, this
series, the first volume of which was issued on October 15, 1981, is
the follow-on to the four-volume series, The Law and Business o
Licensing, which was closed out in 1980. Both series feature reprints
of selected articles from Les Nouvelles.

3. The Licensing Law Handbook, Clark Boardman Company, Ltd., - An
annual series, starting with 1979, designed to assist practitioners and
licensing professionals to cope with new developments in the law and
business of licensing. The 1982 volume, fourth in the series covers
the pricing of technology, joint ventures, R&D limited partnerships,
and international operations.

1
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LICENSING AGREEMENTS

As noted in Unit 1 of this series, "Patents and Patent Rights", the
owner, or joint owner, of a patent may grant a license to others. A

license is the permission granted by the patent owner to another to make,
use or sell the invention. No particular form of contract is required. A

license is a contract and may include whatever provisions the parties agree
to. It may be established by contract or implied from the conduct or legal
position of the parties. This paper deals with licenses which are
established under the terms of research contracts.

In some cases the invention which is the subject of the license may
have resulted from research funded in whole or in part by the Federal
government. In that case the license may be subject to Federal rights,
These were discussed in Unit 2 of this series, "Patent Rights under
Government Contracts" under the section on "Commingling," and are set forth
in the standard patent clause at FAR 52.227-11, which is appended to that

unit.

Patent licensing has also been discussed in Unit 3, "University Patent
Policies and Practices" in connection with the development and marketing of
inventions.

Finally, the clauses and commentary in Unit 4, "Patent Clauses in
Industrial Research Agreements" cover the license rights and other options
most frequently granted to industrial research sponsors by universities
which retain title to resulting inventions.

Non-exclusive licenses. As noted in the last cited paper, the right
most frequently granted to a research sponsor is an irrevocable,
non-exclusive license for the life of the patent. It may be the only right
granted, or it may be granted in conjunction with a limited term, exclusive
license, or with an option to acquire such a license. It may be
royalty-free or royalty-bearing.

Exclusive licenses. In recent years, however, universities which retain
title to inventions resulting from sponsored research appear to be more
willing than previously to provide industrial sponsors with exclusive
patent licenses, and to view them as an appropriate vehicle for the
effective transfer of technology. In most cases, the rights granted are
for a limited term.

In connection with exclusive licenses, many ur'versities require (1)
performance milestones and/or minimum annual payments as incentives for the
licensee to develop the technology and to ensure that it becomes available
for the benefit of the public, or (2) other forms of assurance that
commercialization will be diligently pursued.

Because of its growing use and its importance in the technology
transfer process, the sample agreement and commentary which follows deals
with a typical exclusive, limited term, royalty-bearing license in use at

one university.

4
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LICENSING AGREEMENT

Commentary

The attached sample agreement, which is presently in use at MIT,
illustrates the essential provisions of an exclusive patent license to a
research sponsor. It includes, in certain clauses, language which must be
used where government funding was involved, as discussed in Unit 2 of this
series, "Patent Rights under Government Contracts".

Other universities may add clauses which are not included in the sample
agreement, omit some of the clauses which are, or state them in a different
manner. Nonetheless, the sample agreement suggests the subject matter
which must be dealt with and the type of clauses which are used. It is set
forth solely as an example, and is not recommended for use by other insti-
tutions unless appropriately modified and adapted by a qualified patent
attorney.

The following comments refer to the corresponding provisions of the
sample agreement.

IIIPARTIES

The parties must be identified by name and place of business and by
their "hereafter referred to as..." designation, such as licensor,
university, licensee or a combination thereof.

RECITALS

The recitals (i.e., Whereases) help to identify and characterize the
type of license and the general nature of the agreement at the r'utset. The

royalty-free license to the U.S. government (in the first Whereas of the
sample license) is used, of course, only where the invention was developed
using government funds.

ARTICLES

I. Definitions

It is important in this section to define certain of the essential
elements to be covered by the license. For example, it should be clear
whether "licensee" includes any subsidiary and how subsidiary is defined.
Similarly, the actual patent rights which are the subject of the license
should be clearly defined. Other areas which should be defined from the
outset include the licensed product and/or licenses process. Other

5
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definitions can be added as deemed appropriicze under particular
circumstances.

II. Grant (License rights)

The agreement sholod clearly specify Cle type of license and the rights
granted. It may also contain provisions relative to requirements for
sublicensing.

A. Type of grant

This section speci_ as the type of license as, for example,
whether it is worldwide, whether it is a license for research purposes
only, or one which allows the licensee to fully commercialize the
invention (i.e., "to make, have made, use, lease and sell") and whether
the licensee's rights art restricted to a certain field of use.

B. Degree of exclusivity

This section sets forth the period for which the exclusive license
is granted. Attention should be given to any restrictions imposed by
governmental regulation under OMB Circular A-124 for government funded
inventions. Note also that, at the termination of the exclusive
period, the license automatically becomes non-exclusive to the end of
the remaining life of the patent.

C. Sublicensing rights

The remaining sections usually define the licensee's rights to
sublicense; the reporting requirements where a sublicense is granted;
and the terms of any such sublicensing rights, although royalty terms
are usually addressed in the royalty clause which follows.

III. Due diligence - Performance milestones

A critical provision in any exclusive license is the "due diligence"
clause, which sets forth the performance milestones that must be achieved
by the licensee if the license is to continue in effect. The clause is a
form of "march-in" which allows the university the right to terminate the
agreement if the licensee does not perform as agreed. In some license
agreements, the due diligence provision allows the university to revoke the
exclusivity for failure of performance but permits the licensee to retain a
non-exclusive license. This is usually the case where the licensee is a
research sponsor and would, at minimum, be entitled under the research

contract to a non-exclusive license in any event.
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IV. Royalties - Licensing fees

It is customary in an exclusive license to require a license issue fee

upon execution of the license agreement. This fee serves to return immedi-

ately to the university the costs of patent filihs, and is also an indica-
tion that the exclusive licensee has a serious intent to commercialize the
invention. The license issue fee may, or may not, be used by the licensee
as a credit against future royalties, and where the licensee is the sponsor
of the research, the license fee is often waived.

Perhaps the fairest measure of royalties and that used most often is
the running royalty based on the net sales price of the licensed product.
The rate is usually set higher during the period of exclusivity and lower

during the period of non-exclusivity. It is important also to set an

annual minimum royalty as a useful method to ensure performance by the
licensee.

The procedure for making royalty payments is also included in this

section.

V. Reports and records

It is important that a clear understanding be reached by the parties as
to the type of records which must be maintained and the type of inspection
permitted. An adequate reporting procedure from the licensee to the uni-

versity is essential, as is the university's right to retain an accountant
for inspection of licensee's royalty records. For purposes of economy a

university might retain the right to use its own internal auditing divison

for such inspection. The licensee, however, may insist that an independent
certified accountant be retained, and this latter provision is more common,

although obviously more costly. The royalty Statement should specify sales

to the U.S. government on!y in those license agreements where the govern-
ment has a royalty-free license by virtue of funding the invention.

1 . Patent prosecution

This section sets forth the obligations of the parties to apply for and

maintain the licensed petert righs. In th, sample agreement this burden
is assumed by the university; however, it may well be assumed by the licen-
see or by both parties as discussed in Part IV covering research contract
patent clauses.

VII. Termin tion

A termination provision is essential in ah ...,xclusive license. The

provision should state clearly the cause for zermination, the notice periol
requirement, and the university's right to terminate based on a breach of

the agreement.
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VIII. Arbitration

Under the arbitration provision in the sample agreement, issues con-
cerning the validity, construction or effect of any patent are excluded
from the arbitration and such patent issues are left to be decided directly
by the courts. A recent change in the law, however, permits the issue of
patent validity, etc., to be the subject of arbitration by agreement of the
parties and the clause can be written to provide for this. In the sample
agreement, the arbitration is to be conducted within the rules of the
American Arbitration Association. Where the license agreement is with a
foreign licensee, rules of the International Arbitration Association
usually apply, although this again is subject to agreement between the
parties.

IX. Infringement

It is advisable to clearly define the obligations and rights of both
parties in any actiou to protect the licensed patent from infringement or
to prosecute infringers. In the sample provision the university agrees to
protect the patent from infringement and to prosecute infringers in its
sole judgment. Licensee, however, is given the right during the exclusive
term to also prosecute, at licensee's expense.

X. Product Liability

Due to the increased incidence of suit for injuries sustained by the
consumer of a product and the ability of the consuwer to reach through the
immediate supplier to the manufacturer and, perhaps, ultimately to the
inventing entity, it is advisable to ensure indemnification by the
licensee for all liability for damage or injury resulting from the
licensee's use of the invention.

XI. Assignment

It is important that the university retain some degree of control over
the licensee's right to assign the license agreement to a third party.
This is advisable since the university entered into the agreement initially
with the licensee based on the licensee's support of the research or on its
perceived capability of transferring the technology. Some agreements con-
tain an absolute prohibition on assignment, although the sample agreement
provides for assignment within the restrictions and limitations set forth.

XII. Non-use of names

This clause is self-explanatory and normally includes both the name of
the university and the names of the inventors. As in research agreements,
the purpose here is to prevent a licensee from benefitting commercially
from use of the university's name and reputation.

8
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XIII. Export control regulations

This clause warns the licensee that it is the responsibility of the
licensee to comply with all of the export control regulations of the U.S.
Government in any export of technical data or products under the license
agreement. This clause provides valuable protection for the university and
should always be included.

OTHER CLAUSES (XIV - XV)

The remaining clauses are for housekeeping and administrative
purposes and parallel those normally contained in any research contract
under such headings as:

A. Payments and notices

B. Governing law

C. Severability

D. Entire agreement

124
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SAMPLE

LICENSE AGREEMENT

This Agreement, made and entered into this day of
, 198 , (the Effective Date) by and between MASSACHUSETTS

INSTITUTE OF TECHNOLOGY, a corporation duly organized and existing under
th, laws of the Commonwealth of Massachusetts and having its principal
office at 77 Massachusetts Avenue, Cambridge, Massa setts 02139 U.S.A.
(hereinafter referred to as M.I.T.), and <company>, a corporation duly
organized under the laws of <state> and having its principal office at
<address> (hereinafter referred to as LICENSEE).

WITNESSETH

WHEREAS, M.I.T. is the owner of certain "Patent Rights" (as later
defined herein) relating to <information> and has the right to grant
licenses under said Patent Rights, subject only to a royalty-free,
nonexclusive license heretofore granted to the United States Government;

WHEREAS, M.I.T. desires to have the Patent Rights utilized in the
public inzerest and is willing to grant a license thereunder; and

WHEREAS, LICENSEE has represented to M.I.T., to induce M.I.T. to
enter into this Agreement, that the LICENSEE is experienced in the
development, production, manufacture, marketing and sale of products
similar to the "Licensed Product(s)" (as later defined herein) and/or the
use of the "Licensed Process(es)" (as later defined herein) and that it
shall commit itself to a thorough, vigorous and diligent program of
exploiting the Patent Rights so that public utilization shall result
therefrom; and

WHEREAS, LICENSEE desires to obtain a license under the Patent
Rights upon the terms and conditions hereinafter set forth.

NOW, THEREFORE, in consideration of the premises and the mutual
covenants contained herein. the parties hereto agree as follows:

ARTICLE I - DEFINITIONS

For the purposes of this Agreement, the following words and phrases
shall have the following meanings:

1.1 "LICENSEE" shall mean <company> and any subsidiary of
<company>.

1.2 "Subsidiary" shall mean any corporation, company or other
entity more than fifty percent (50%) of whose voting stock is owned or
controlled directly or indirectly by <company>.

10
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1.3 "Patent Rights" shall mean the United States and Foreign

pending patent applications set forth in Appendix <appendix> attached
hereto and made a part hereof (hereinafter referred to as the "Patent

Rights Patent Application(s)"), and the United States patents and Foreign
patents issuing from said pending United States and Foreign patent
applications or later-filed foreign applications based upon any of said
United States patents and applications (hereinafter referred to as the
"Patent Rights Patent(s)") and any continuations, continuations-in-part,
divisions, reissues or extensions of any of the foregoing.

1.4 "Licensed Product(s)" shall mean <product description> which:

(a) is covered in whole or in part by (i) a pending
claim contained in a Patent Rights Patent Appli-
cation in the country in which the Licensed
Product(s) is made, used or sold or (ii) a valid
and unexpired claim contained in a Patent Rights

Patent in the country in which the Licensed
Product(s) is made, used or sold.

(b) is manufactured by using a process which is
covered in whole or in part by (i) a pending
claim contained in a Patent Rights Patent
Application in the country in which the Licensed
Process(es) is used or (ii) a valid or unexpired
claim contained in a Patent Rights Patent in the
country in which the Licensed Process(es) is
used.

1.5 "Licensed Process(e&)" shall mean a process for making <process
description> which is covered in whole or in part by (i) a pending claim
contained in a Patent Rights Patent Application or (ii) a valid and unex-
pired claim contained in a Patent Rights Patent.

ARTICLE II - GRANT

2.1 M.I.T. hereby grants to LICENSEE a worldwide right and license
to make, have made, use, lease and sell the Licensed Product(s) under the

Patent Rights, and to practice the Licensed Process(es) to the full end of

the term for which the Patent Rights are granted unless sooner terminated

as hereinafter provided.

2.2 In order to establish a period of exclusivity for LICENSEE,
M.I.T. hereby agrees that it shall not grant any other license to make,

have made, use, lease and sell the Licensed Product(s) or to utilize the
Licensed Process(es) during the period of time commencing with the
Effective Date of this Agreement and terminating with the first to occur

of:

(a) The expiration of <year A> years after the first
commercial sale of a Licensed Product or first
commercial use of a Licensed Process; or,

(b) The expiration of <year 13> years after the

Effective Date of this Agreement.
11
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2.3 At the end of the exclusive period, the license granted
hereunder shall become nonexclusive and shall extend to the full end of
the.. term or terms for which the Patent Rights are issued, unless sooner
terminated as hereinafter provided.

2.4 LICENSEE shall have the right to sublicense worldwide any of
the rights, privileges and license granted hereunder only during the
exclusive period of this Agreement.

2.5 LICENSEE hereby agrees that every sublicensing agreement to
which it shall be a party and which shall relate to the rights, privileges
and license granted hereunder shall contain a statement setting forth the
date upon which LICENSEE's exclusive rights, privileges and license
hereunder shall terminate.

2.6 LICENSEE agrees that any sublicenses granted by it shall have
privity of contract between M.I.T. and sublicensee such that the obliga-
tions of this Agreement shall be binding upon the sublicensee as if it were
in the place of LICENSEE. LICENSEE further agrees to attach copies of
Articles II, V, VII, IX, X, XII, XIII, and XV of this Agreement to all
sublicense agreements.

2.7 LICENSEE Agrees to forward to M.I.T. a copy of any and all
fully executed sublicense agreements, and further agrees to forward to
M.I.T. annually a copy of such reports received by LICENSEE from its
sublicensees during the preceding twelve (12) month period under the
sublicenses as shall be pertinent to a royalty accounting under said
sublicense agreements.

ARTICLE III - DUE DILIGENCE

3.1 LICENSEE shall use its best efforts to bring the Licensed
Product(s) and/or Licensed Process(es) to market through a thorough,
vigorous and diligent program for exploitation of the Patent Rights.

3.2 In addition, LICENSEE shall adhere to the following milestones:

(e) Deliver evidence to M.I.T. within <months A> months from
the Effective Date of this Agreement of the amount of
money, number and kind of personnel and time budgeted and
planned for each phase of development of the Licensed
Product(s) and/or Licensed Process(es).

(b) Develop a working model within <months B) months from the
Effective Date of this Agreement and permit an in-plant
inspection by M.I.T. within <months C) months from the
Effective Date of this Agreement, and thereafter permit
in-plant inspections by M.I.T. at regular intervals with
at least <months D) months between each such inspection.

12
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(c) Make a first commercial sale of a Licensed Product and/or
a first commercial use of a Licensed Process within
<months E> months from the Effective Date of this
Agreement

<(d) Other milestones depending on invention being licensed.>

3.3 LICENSEE's failure to perform in accordance with Paragraphs 3.1
and 3.2 above shall be grounds for M.I.T. to terminate this Agreement
pursuant to Paragraph 7.3 hereof.

ARTICLE IV - ROYALTIES

4.1 For the rights, privileges and license granted hereunder,
LICENSEE shall pay to M.I.T. in the manner hereinafter provided to the end
of the term of the Patent Rights or until this Agreement shall be
terminated as hereinafter provided:

(a) A license issue fee of <license issue fee> Dollars, which
said license issue fee shall be deemed earned and due

immediately upon the execution of this Agreement.

(b) During the period of exclusivity, a royalty in an amount
equal to <royalty percent> percent of the Net Sales Price
of the Licensed Product(s) used, leased or sold by or for

LICENSEE or its sublicensees.

(c) During the period of nonexclusivity, a royalty in an
amount equal to <second royalty percent> percent of the
Net Sales Price of the Licensed Product(s) used, leased or
sold by or for LICENSEE or its sublicensees.

(d) In the event that LICENSEE's royalty payment to M.I.T.
hereunder for licensed operation during the calendar year
<calendar year> and each year thereafter during the
exclusive period falls below <annual minimum amount>
Dollars, LICENSEE shall, with its last report for said
years, pay to M.I.T., in addition to the royalty payments
provided in the foregoing paragraphs, an amount sufficient
to the above annual amounts.

<(e) Royalty rates for the Licensed Process(es) shall be as
negotiated.>

4.2 As used herein, the phrase "Net Sales Price" shall mean
LICENSEE's billings for the Licensed Product(s) produced hereunder less the

sum of the following:

(a) Discounts allowed in amounts customary in the trade;

1 3
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(b) Sales, tariff duties and/or use taxes directly imposed and
with reference to particular sales;

(c) Outbound transportation prepaid or allowed; and

(d) Amounts allowed or credited on returns.

No deductions shall be made for commissions paid to individuals
whether they be with independent sales agencies or regularly employed by
LICENSEE and on its payroll, or for cost of collections. Licensed
Product(s) shall be considered "sold" when billed out or invoiced.

4.3 No multiple royalties 'Ilan be payable because the Licensed
Product(s), its manufacture, lease or sale are or shall be covered by more
than one patent application or patent licensed under this Agreement.

4.4 Royalty payments shall be paid in United States dollars in
Cambridge, Massachusetts, or at such other place as M.I.T. may reasonably
designate consistent with the laws and regulations controlling in any
foreign country. Any withholding taxes which LICENSEE or any sublicensee
shall be required by law to withhold on remittance of the royalty payments
shall be deducted from royalty paid to M.I.T. LICENSEE shall furnish
M.I.T. the original copies of all official receipts for such taxes. If any
currency conversion shall be required in connection with the payment of
royalties hereunder, such conversion shall be made by using the exchange
rate prevailing at a first-class foreign exchange bank on the last business
day of the calendar quarterly reporting period 'co which such royalty
payments relate.

ARTICLE V - REPORTS AND RECORDS

5.1 LICENSEE shall keep full, true and accurate books of account
containing all particulars that may be necessary for the purpose of showing
the amount payable to M.I.T. by way of royalty as aforesaid. Said books of
account shall be kept at LICENSEE's principal place of business or the
principal place of business of the appropriate Division of LICENSEE to
which this Agreement relates. Said books and the supporting data shall be
open at all reasonable times, for five (5) years following the end of the
calendar year to which they pertain, to the inspection of the M.I.T.
Internal Audit Division and/or an independent certified public accountant
retained by M.I.T. and/or a certified public accountant employed by M.I.T.,
for the purpose of verifying LICENSEE's royalty statement or compliance in
other respects with this Agreement.

5.2 LICENSEE, within thirty (30) days after March 31, June 30,
September 30 and December 31, of each year, shall deliver to M.I.T. true
and accurate reports, giving such particulars, of the business conducted by
LICENSEE during the preceding three-month period under this Agreement as
shall be pertinent to a royalty accounting hereunder. These shall include
at least the following:

(a) All Licensed Products manufactured and sold.

14
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(b) Total billings for Licensed Product sold.

(c) Accounting for all the Licensed Process(es) used or sold.

(d) Deductions applicable as provided in Paragraph 4.2.

(e) Total royalties due.

(f) Names and addresses of all sublicensees of LICENSEE.

(g) Licensed Products manufactured and sold to the United

States Government. (No royalty obligation shall arise
due to use by, for or on behalf of the United States
Government in view of the royalty-free, nonexclusive
license heretofore granted to the United States

Government).

(h) Annually, the LICENSEE's certified financial statements
for the preceding twelve (12) months including, at a
minimum, a Balance Sheet and an Operating Statement.

5.3 With each such report submitted, LICENSEE shall pay to M.I.T.
the royalties due and payable under this Agreement. If no royalties shall

be due, LICENSEE shall so report.

ARTICLE VI - PATENT PROSECUTION

6.1 M.I.T. shall apply for, shall seek prompt issuance of, and
maintain during the term of this Agreement the Patent Rights set forth in

Appendix A. The prosecution and maintenance of all Patent Rights Patents
and Applications shall be the primary responsibility of M.I.T.; provided,
however, LICENSEE shall have reasonable opportunities to advise M.I.T. and

shall cooperate with M.I.T. in such prosecution and/or maintenance.
<6.2 Payment of all fees and costs relating to the prosecution and

maintenance of the existing Patent Rights set forth in Appendix A or
additional ioreign or domestic filings under the Patent Rights shall be as

negotiated by the parties.>

ARTICLE VII - TERMINATION

7.1 If LICENSEE shall become bankrupt or insolvent, or shall file a
petition in bankruptcy, or if the business of LICENSEE shall be placed in
the hands of a receiver, assignee or trustee for the benefit of creditors,
whether by the voluntary act of LICENSEE or otherwise, this Agreement shall
automatically terminate.

7.2 Should LICENSEE fail in its payment to M.I.T. of royalties due
in accordance with the terms of this Agreement, M.I.T. shall have the right
to serve notice upon LICENSEE by certified mail at the address designated
in Article XIV hereof, of its intention to terminate this Agreement within
thirty (30) days after receipt of said notice of termination unless
LICENSEE shall pay to M.I.T., within the thirty (30) day period, all such

I
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royalties due and payable. Upon the expiration of the thirty (30) day

period, if LICENSEE shall not have paid all such royalties due and payable,

the rights, privileges and license granted hereunder shall thereupon
immediately terminate.

7.3 Upon any material breach or default of this Agreement by
LICENSEE, other than those occurrences set out in Paragraphs 7.1 and 7.2
hereinabove, which shall always take precedence in that order over any
material breach or default referred to in this Paragraph 7.3, M.I.T. shall
have the right to terminate this Agreement and the rights, privileges and
license granted hereunder by ninety (90) days' notice by certified mail to

LICENSEE. Such termination shall become effective unless LICENSEE shall
have cured any such breach or default prior to the expiration of the ninety
(90) day period from receipt of M.I.T.'s notice of termination.

7.4 LICENSEE shall have the right to terminate this Agreement at

any time on six (6) months' notice by certified mail to M.I.T.

7.5 Upon termination of this Agreement for any reason, nothing
herein shall be construed to release either party from any obligation that
matured prior to the effective date of such termination. LICENSEE and/or

any sublicensee thereof may, however, after the effective date of such
termination, sell all Licensed Products, and complete Licensed Products in
the process of manufacture at the time of such termination and sell the
same, provided that LICENSEE shall pay to M.I.T. the royalties thereon as
required by Article IV of this Agreement and shall submit the reports
required by Article V hereof on the sales of Licensed Products.

ARTICLE VIII - ARBITRATION

8.1 Except as to issues relating to the validity, construction or
effect of any patent licensed hereunder, any and all claims, disputes or
controversies arising under, out of, or in connection with this Agreement,
which have not been resolved by good faith negotiations between the
parties, shall be resolved by final and binding arbitration in Boston,
Massachusetts under the rules of the American Arbitration Association then
obtaining. The arbitrators shall have no power to Add to, subtract from or

modify any of the terms or conditions of this Agreement. Any award

rendered in such arbitration may be enforced by either party in either the
courts of the Commonwealth of Massachusetts or in the United States
District Court for the Eastern District of Massachusetts, to whose
jurisdiction for such purposes M.I.T. and LICENSEE each hereby irrevocably

consents and submits.

8.2 Claims, disputes or controversies concerning the validity,
construction or effect of any patent licensed hereunder shall be resolved
in any court having jurisdiction thereof.

8.3 In the event that, in any arbitration proceeding, any issue
shall arise concerning the validity, construction or effect of any patent
licensed hereunder, the arbitrators shall assume the validity of all claims
as set forth in such patent; in any event the arbitrators shall not delay
the arbitration proceeding for the purpose of obtaining or permitting

16

131



NCURA PATENT LICENSING AGREEMENTS

either party to obtain judicial resolution of such issue, unless an order
staying such arbitratio n proceeding shall be entered by a court of
competent jurisdiction. Neither party shall raise any issue concerning the
validity, construction or effect of any patent licensed hereunder in any
proceeding to enforce any arbitration award hereunder or in any proceeding
otherwise arising out of any such arbitration award.

ARTICLE IX - INFRINGEMENT

9.1 LICENSEE and M.I.T. shall promptly inform the other in writing
of any alleged infringement of which it shall have notice by a third party
of any patents within the Patent Rights and provide such other with any
available evidence of infringement.

9.2 During the term of thin Agreement, M.I.T. shall have the right,
but shall not be obligated, to prosecute at its own expense any such
infringements of the Patent Rights and, in furtherance of such right,
LICENSEE hereby agrees that M.I.T. may join LICENSEE as a party plaintiff
in any such suit, without expense to LICENSEE. The total cost of any such
infringement action commenced or defended solely by M.I.T. shall be borne
by M.I.T., and M.I.T. shall keep any recovery or damages for past
infringement derived therefrom.

9.3 If within six (6) months after having been notified of any
alleged infringement, M.I.T. shall have been unsuccessful in persuading the
alleged infringer to desist and shall not have brought and shall not be
diligently prosecuting an infringement action, or if M.I.T. shall notify
LICENSEE at any time prior thereto of its intention not to bring suit
against any alleged infringer, then, and in those events only, LICENSEE
shall have the right, but shall not be obligated, to prosecute at its own
expense any infringement of the Patent Rights, and LICENSEE may, for such
purposes, use the name of M.I.T. as party plaintiff; provided, however,
that such right to bring an infringement action shall remain in effect only
for so long as the license granted herein remains exclusive. No
settlement, consent judgement or other voluntary final disposition of the
suit may be entered into without the consent of M.I.T., which consent shall
not unreasonably be withheld. LICENSEE shall indemnify M.I.T. against any
order for costs that may be made against M.I.T. in such proceedings.

9.4 In the event that LICENSEE shall undertake the enforcement
and/or defense of the Patent Rights by litigation, LICENSEE may withhold up
to fifty percent (50%) of the royalties otherwise thereafter due M.I.T.
hereunder and apply the same toward reimbursement of its expenses,
including reasonable attorneys' fees, in connection therewith. Any
recovery of damages by LICENSEE for any such suit shall be applied first in
satisfaction of any ulireimbursed expenses and legal fees of LICENSEE
relating to the suit, and next toward reimbursement of M.I.T. for any
royalties past due or withheld and applied pursuant to :Ilia Article IX.
The balance remaining from any such recovery shall be divided equally
between LICENSEE and M.I.T.

9.5 In the event that a declaratory judgement action alleging
invalidity or non-infringement of any of the Patent Rights shall be brought
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against LICENSEE, M.I.T., at its option, shall have the right, within
thirty (30) days after commencement of such action, to intervene and take
over the sole defense of the action at its own expense.

9.6 In any infringement suit as either party may institute to
enforce the Patent Rights pursuant to this Agreement, the other party
hereto shall, at the request and expense of the party initiating such suit,

cooperate in all respects and, to the extent possible, have its employees
testify when requested and make available relevant records, papers,
information, samples, specimens, and the like.

9.7 LICENSEE, during the exclusive period of this Agreement, shall

have the sole right in accordance with the terms and conditions herein to
sublicense any alleged infringer under the Patent Rights for future
infringements.

ARTICLE X - PRODUCT LIABILITY

LICENSEE shall at all times during the term of this Agreement and
thereafter, indemnify, defend and hold M.I.T., its trustees, officers,
employees and affiliates, harmless against all claims and expenses,
including legal expenses and reasonable attorneys' fees, arising out of the
death of or injury to any person or persons or out of any damage to proerty
and against any other claim, proceeding, demand, expense and liability of
any kind whatsoever resulting from the production, manufacture, sales, use,
consumption or advertisement of the Licensed Product(s) and/or Licensed
Process(es) or arising from any obligation of LICENSEE hereunder.

ARTICLE XI - ASSIGNMENT

LICENSEE may assign or otherwise transfer this Agreement and the
license granted hereby and the rights acquired by it hereunder so long as
such assignment or transfer shall be accompanied by a sale or other
transfer of LICENSEE's entire business or of that part of LICENSEE's
business to which the license granted hereby relates. LICENSEE shall give

M.I.T. thirty (30) days prior notice of such assignment and transfer and if
M.I.T. raises no reasonable objection to such assignment or transfer, in
writing within thirty (30) days after the giving of such notice and stating
the reasons for such objection, then M.I.T. shall be deemed to have
approved such assignment or transfer; provided, however, M.I.T. shall not
be deemed to have approved such assignment and transfer unless such
assignee or transferee shall have agreed in writing to be bound by the
terms and conditions of this Agreement. Upon such assignment or transfer

and agreement by such assignee or transferee, the term LICENSEE as used
herein shall include such assignee or transferee. If LICENSEE shall sell

or otherwise transfer its entire business or that part of its business to
which the license granted hereby relates and the transferee shall no* have
agreed in writing to be bound by the terms and conditions of this
Agreement, or new terms and conditions shall not have been agreed upon
within sixty (60) days of such sale or transfer, M.I.T. shall have the
right to terminate this Agreement.
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ARTICLE XII - NON-USE OF NAMES

LICENSEE shall not use the names of Massachusetts Insti-
tute of Technology nor of <inventors> nor any adaptation thereof in any
advertising, promotional or sales literature with-

out prior written consent obtained from M.I.T. in each case, except that
LICENSEE may state that it is li:-.nsed by M.I.T. under one or more of the
patents and/or applications comprising the Patent Rights.

ARTICLE XIII - EXPORT CONTROLS

It is understood that M.I.T. is subject to United States laws and
regulations controlling the export of technical data, computer software,
laboratory prototypes and other commodities (including the Arms Export
Control Act, as amended, and the Export Administration Act of 1979), and
that its obligations hereunder are contingent on compliance with applicable
United States export laws and regulations. The transfer of certain
technical data and commodities may require a license from the cognizant
agency of the United States Government and/or written assurances by
LICENSEE that LICENSEE shall not export data or commodities to certain
foreign countries without prior approval of such agency. M.I.T. neither
represents that a license shall not be required nor that, if required, it
shall be issued.

ARTICLE XIV - PAYMENTS, NOTICES
AND OTHER COMMUNICATIONS

Any payment, notice or other coAmunication pursuant to this
Agreement shall be sufficiently made or given on the date of mailing if
sent to such party by certified first class mail, postage prepaid,
addressed to it at its address below or as it shall designate by written
notice given to the other party:

In the case of M.I.T.:

Patent, Copyright and Licensing Office
Massachusetts Institute of Technology
77 Massachusetts Avenue, Room E19-722
Cambridge, Massachusetts 02139

In the case of LICENSEE:

<company>
<address>
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ARTICLE XV - MISCELLANEOUS PROVISIONS

15.1 This Agreement shall be construed, governed, inter-
preted and applied in accordance with the laws of the Common-
wealth of Massachusetts, U.S.A., except that questions affecting
the construction and effect of any patent snall be determined by
the law of the country in which the patent was granted.

15.2 The parties hereto acknowledge that this Agreement sets forth
the entire Agreement and understanding of the parties hereto as to he
subject matter hereof, and shall not be subject to any change or
modification except by the execution of a written instrument subscribed to
by the parties hereto.

15.3 The provisions of this Agreement are severable, and in the
event that any provision of this Agreement shall be determined to be
invalid (.. unenforceable under any controlling body of law, such invalidity
or unenforceability shall not in any way affect the validity or
enforceability of the remaining provisions hereof.

15.4 LICENSEE agrees to mark the Licensed Products sold in the
United States with all applicable United States patent numbers. All
Licensed Products shipped to or sold in other counties shall be marked in
such a manner as to conform with the patent laws and practice of the
country of manufacture or sale.

15.5 The failure of either party to assert a right hereunder or to
insist upon compliaLce with any term or condition of this Agreement shall
not constitute a waiver of that right or excuse a similar subsequent
failure to perform any such term or condition by the other party.

IN WITNESS WHEREOF, the parties hereto have hereunto set their hands
and seals and duly executed this License Agreement the day and year first
set forth below.

Attest: MASSACHUSETTS INSTITUTE OF TECHNOLOGY
By

Title Title
Date

Attest: <company>

By
Title Title

Date
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NCURA THE LAW OF COPYRIGHTS

I. INTRODUCTION

On October 19, 1976, the copyright law of the United States was revised

with the passage of Public Law 94-553, the first revision of the law since
1911. This public law significantly changes many of the substantive

concepts of the copyright law in a manner which has direct application to
the university community.

Copyright law is a complex topic. However, the university research
administrator should, at minimum, have a general understanding of the
subject matter of copyrights, the exclusive rights in copyrighted works,
and the limitations on those exclusive rights which are reflected in tue
"fair use" doctrine. These topics are addressed in the materials which
follow and should be read in the order listed.

1. Copyright Basics, Circular RI, issued by the U.S. Copyright Office
and reproduced hereafter provides an introduction to the law of
copyrights and to the Copyright Office, its procedures and forms.

2. Highlights of the New Copyright Law, Circular R99, issued by the
U.S. Copyright Office and reproduced hereafter provides a useful
comparison of the principal fee.ures cf the new Act and the

pre-existing law.

3. Copyright Act of i976 (P.L. 94-553). The sections of the Act most
pertinent to this course are reproduced hereafter for reference.

4. General Guide to the Copyright Act of 1976, by Marybeth Peters,
Senior Attorney-Adviser to the U.S. Copyright Office is an easy to read
overview of the Act. It was prepared as instructional material for
training the copyright office staff. Although not an official summary
of the law, it is a useful and practical guide for the layperson who
wishes to gain a basic understanding of its provisions. The chapters

most pertinent to this NCURA material are underlined in the Table of
Contents reproduced hereafter.

5. Publications of the Copyright Office, Circular R2, lists
publications available from the U.S. Copyright Office and other
sources, with instructions on how to order them. Reading the list of
publications, including the various Congressional reports, gives one a
feel for the breadth and depth of copyright law and its adoinistration.
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NCURA THE LAW OF COPYRIGHTS

THE COPYRIGHT LAW AND ITS EFFECT ON UNIVERSITY COPYRIGHT POLICIES

Of the many changes introduced by the new copyright law three have
the most visible and direct effect on the duties and responsibilities of
research administrators within the university:

1. The doctrine of work made for hire;

2. The treatment of computer software within the new
law; and

3. The definition of "fair use."

1. Work made for hire

Secton 201 (a) of the Act states that copyright vests initially in
the "author" of the work. In the case of a "work made for hire," the
employer or other person for whom the work was prepared is considered the
author and, unless expressly agreed otherwise by the parties in writing, is
the copyright owner.

The Act defines "work made for hire" as:

"1. A work prepared by an employee within the scope of his or her
own employment;"

"2. A work specially ordered or commissioned for use as a
contribution to a collective work, as a part of a motion picture or
other audiovisual work, as a translation, as a supplementary work, as
a compilation, as an instructional text, as a test, as answer
material for a test, or as an atlas, if the parties expressly agree
in a written instrument signed by them that the work shall be
considered a work made for hire..." (See Section 101.)

Under the new law, therefore, fny work prepared by an employee of the
university within the scope of his or her employment is a work made for
hire and is owned by the university. This is clearest with respect to data
generated oy faculty, staff or student employees in the performance of a
sponsored research program or while utilizing facilities or fundings
administered by the university, provided such use is not de minimus. On

the other hand, it seems equally clear that a member of the university
community who generates data without utilizing administered equipment,
funding or facilities and does not participate in a sponsored research pro-
gram, retains both the authorship and ownership of such data.

There are, however, a large number of individuals associated with
most universities (unpaid visiting scientists, fellows, students who may or
may not receive some form of funding through the university while doing
thesis research, etc.) who, depending on the facts of the situation, may or
may not under the law be viewed as employees performing work within the
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NCURA THE LAW OF COPYRIGHTS

scope of their employment. Many of these uncertainties can only be
resolved by ensuring that there is a written agreement between the parties
under which the data generated constitutes a work made for hire if the work
performed falls within the definition of "work MADE? for hire" in Section
101 of the Copyright Law, or which provides for the transfer of copyright
from the non-employee to the institution if the work is not a statutory
"work MADE??? for hire.". Universities approach this issue differently, as
will be seen from a comparison of sample policies.

2. Copyrighting computer software

While the original version of the 1976 Copyright Act made no

reference to computer software as such, Section 101 of Title 17 of the U.S.
Code was specifically amended in 1980 to include a definition of "computer
program." In addition, Section 117, which addressed whether a copyright
owner had greater or lesser rights with respect to an automatic storing,
processing or retrieval system than to other works protected under Title
17, was amended by deleting reference to such automatic systems and
providing instead for a limitation on the exclusive rights of the copyright
owner of a computer program.

It is, therefore, clear that the statute is intended to extend
copyright protection to computer software and, in fact, the various
instructions issued by the Copyright Office for registration of literary
works, specifically include instructions for the registration of computer
programs.

3. Fair use

Section 107 of the Act recognizes and allows the "fair use" of a
copyrighted work for purposes such as criticism, comment, news reporting,
teaching (including multiple copies for classroom use), scholarship, or
research. In determining whether the use of a particular work in a
particular case is fair use, the statute lists the following factors to be
considered:

1. The purpose and character of the use, including whether such
use is of a commercial n ature or is for nonprofit educational
purposes;

2. The nature of the copyrighted work;

3. The amount and substantiality of the portion used in relation
to the copyrighted work as a whole; and

4. The effect of the use upon the potential market for or value of
the copyrighted work.

As a corollary to the doctrine of fair use, there is also a limited
reproduction right allowed libraries and archives under Section 108.
Research administrators who are responsible for approving extracts from
copyrighted works or whose responsibility extends to the library system in
any way should become familiar with these sections of the statute.
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Copyright Basics
On January 1, 1978, the Copyright MA*1978 Mkt 17 Of thi %Nes Code)46811
came Into effect. This general revision*** copyright*, of IlierUetied MOM, the
first such revision since 1909, makes Important changes in oUr copyright system
and supersedes the previous Federal copyright statute. For higliNghti of the overall
changes in the copyright law, request Circular R99 from the Copyright Mt

_,,

WHAT COPYRIGHT IS

Copyright is a form of protection provided by the laws of
the United States (title 17, U.S. Code) to the authors of "orig-
inal works of authorship" including literary, dramatic, mu-
sical, artistic, and certain other intellectual works. This pro-
tection is available to both published and unpublished
works. Section 106 of the Copyright Act generally gives the
owner of copyright the exclusive right to do and to authorize
others to do the following:

To reproduce the copyrighted work in copies or
phonorecords;
To prepare derivative works based upon the copyrighted
work;
To distribute copies or phonorecords of the copyrighted
work to the public by sale or other transfer of ownership,
or by rental, lease, or lending;
To perform the copyrighted work publicly, in the case of
literary, musical, dramatic, and choreographic works,
pantomimes, and motion pictures and other audiovisual
works, and ,

To display the copyrighted work publicly, in the case of lit-
erary, musical, dramatic, and choreographic works, pan-
tomimes, and pictorial, graphic, or sculptural works, in-
cluding the individual images of a motion picture or other
audiovisual work.

It is illegal for anyone to violate any of the rights provided
to the owner of copyright by the Act. Those rights, however,
are not unlimited in scope. Sections 107 through 118 of the
Copyright Act establish limitations on these rights. In some
cases, these limitations are specified exemptions from
copyright liability. One major limitation is the doctrine of "fair
use," which is now given a statutory basis by section 107 of
the Act. In other instances, the limitation takes the form of a
"compulsory license" under which certain limited uses of
copyrighted works are permitted upon payment of specified
royalties and compliance with statutory conditions. For fur-

ther information about the limitations of any of these rights,
consult the Copyright Act or write to the Copyright Office.

WHO CAN CLAIM COPYRIGHT

Copyright protection subsists from the time the work is
created in fixed form; that is, it is an incident of the process
of authorship. The copyright in the work of authorship Im-
modlately becomes the property of the author who created
it. Only the author or those deriving their rights through the
author can rightfully claim copyright.

In the case of works made for hire, the employer and not
the employee is presumptively considered the author. Sec-
tion 101 of the copyright statute defines a "work made for
hire" as:

(1) a work prepared by an employee within the scope of
his or her employment; or

(2) a work specially ordered or commissioned for use
as a contribution to a collective work, as a part of a motion
picture or other audiovisual work, as a translation, us a
supplementary work, as a compilation, as an instructional
text, as a test, as answer material for a test, or as an atlas,
if the parties expressly agree in a written instrument
signed by them that the work shall be considered a work
made for hire. . . .

The authors of a joint work are co-owners of the copyright
in the work, unless there is an agreement to the contrary.

Copyright in each sopa, ate contribution to a periodical or
other collective work is distinct from copyright in the collec-
tive work as a whole and vests initially with the author of the
contribution.

intro General Principles

Mere ownership of a book, manuscript, painting, or any
other copy or phonorecord does not give the possessor the
copyright. The law provides that transfer of ownership of
any material object that embodies a protected work does
not of itsolf convey any fights in the copyright.
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Minors may claim copyright, but state laws may regulate
the business dealings involving copyrights owned by mi-
nors. For information on relevant state laws, it would be well
to consult an attorney.

COPYRIGHT AND NATIONAL ORIGIN OF THE WORK

Copyright protection is available for all unpublished
works, regardless of the nationality or domicile of the
author.

Published works are eligible for copyright protection in
the United States if any one of the following conditions is
met:

On the date of first publication, one or more of the authors
is a national or domiciliary of the United States or is a na-
tional, domiciliary, or sovereign authority of a foreign na-
tion that is a party to a copyright treaty to which the United
States is also a party, or is a stateless person wherever
that person may be domiciled; or
The work is first published in the United States or in a for-
eign nation t1 , on the date of first publication, is a party
to the Universal Copyright Convention; or the work
comes wit* the scope of a Presidential proclamation.

THE MANUFACTURING CLAUSE

The manufacturing clause in the copyright law, section
601 of the 1976 Copyright Act (title 17, U.S. Code), was ex-
tended by Congress in July 1982 until July 1, 19d6; without
this congressional action, the manufacturing provisions in
the copyright law would have expired on July 1, 1982.

The manufacturing clause applies only to published
works, primarily textual, written by United States authors or
domiciliaries. The provisions require that copies of a work
"consisting preponderantly of nondramatic literary material
that is in the English language" be manufactured in the
United States or Canada in order to be lawfully imported
and publicly distributed in the United States. There are sev-
eral exceptions to the provisions; they relate to three gen-
eral categories: the nature of the work, the processes used
to manufacture the copies, or certain facts existing at the
time of importation or distribution of copies in the United
States. One of the exceptions of the third type provides for
the issuance of an Import Statement which will permit the
importation of up to 2,000 copies of a foreign edition when
certain conditions are met.
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For further information on the issuance of import state-
ments (Form IS), please write to:

Information and Publications Section, LM-455
Copyright Office
Library of Congress
Washington, D.C. 20559

WHAT WORKS ARE PROTECTED

Copyright protection exists for "original works of author-
ship" when they become fixed in a tangible form of expres-
sion. The fixation does not need to be directly perceptible,
so long as it may be communicated with the aid of a machine
or device. Copyrightable works include the following
categories:
(1) literary works;
(2) musical works, including any accompanying words;
(3) dramatic works, including any accompanying music;
(4) pantomimes and choreographic works;
(5) pictorial, graphic, and sculptural works;
(6) motion pic:ures and other audiovisual works; and
(7) sound recordings.

This list is illustrative and is not meant to exhaust the cate-
gories of copyrightable works. These categories should be
viewed quite broadly so that, for example, computer pro-
grams and most "compilations" are registrable as "literary
works"; maps and architectural blueprints are registrable as
"pictorial, graphic, and sculptural works."

WHAT IS NOT PROTECTED BY COPYRIGHT

Several categories of material are generally not eligible
for statutory copyright protection. These include among
others:

Works that have not been fixed in a tangible form of ex-
pression. For example: choreographic works which have
not been notated or recorded, or improvisational
speeches or performances that have not been written or
recorded.
Titles, names, short phrases, and slogans; familiar sym-
bols or designs; mere variations of typographic ornamen-
tation, lettering, or coloring; mere listings of ingredients or
contents.
Ideas, procedures, methods, systems, processes, con-
cepts, principles, discoveries, or devices, as distin-
guished from a description, explanation, or illustration.

BEST COPY AVAILAii:



Works consisting entirely of information that is common
property and containing no original authorship. For exam-
ple: standard calendars, height and weight charts, tape
measures and rules, and lists or tables taken from publi ,

documents or other common sources.

HOW TO SECURE A COPYRIGHT

Copyright Secured Automatically Upon Creation

The way in which copyright protection is secured under

the present law is frequently misunderstood. No publication

or registration or other action in the Copyright Office is
required to secure copyright under the present law, unlike

the previous law, which required either publication with the

copyright notice or registration in the Copyright Office (see

NOTE below). There are, however, certain definite advan-

tages to registration. (See page 9.)
Under the present law, copyright is secured automatically

when the work is created, and a work is "created" when it is

fixed in a copy or phonorecord for the first time. In general,
"copies" are material objects from which a work can be read

or visually perceived either directly or with the aid of a ma-
chine or device, such as books, manuscripts, sheet music,

film, videotape, or microfilm. "Phonorecords" are material
objects emb,. dying fixations of sounds (excluding, by statu-
tory definition, motion picture soundtracks), such as audio
tapes and phonograph disks. Thus, for example, a song (the
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"work") can be fixed in sheet music ("copies ") or in phono-
graph disks ("phonorecords"), or both

If a work is prepared over a period of time, the part of the
work existing in fixed form on a particular date constitutes
the created work as of that date.

PUBLICATION

Publication is no longer the key to obtaining statutory

copyright as it was under the Copyright Act of 1909. How-

ever, publication remains important to copyright owners.
The Copyright Act defines publication as follows:

"Publication" is the distribution of copies or phono-
records of a work to the public by sale or other transfer of

ownership, or by rental, lease, or lending. The offering to

distribute copies or phonorecords to a group of persons

for purposes of further distribution, public performance,

or public display, constitutes publication. A public per-
formance or display of a work does not of itself constitute

publication.

A further discussion of the definition of "publication" can

be found in the legislative history of the Act. The legislative

reports define "to the public" as distribution to persons un-

der no explicit or implicit restrictions with respect to disclo-

sure of the contents. The reports state that the definition
makes it clear that the sale of phonorecords constitutes
publication of the underlying work, for example, the musical,

dramatic, or literary work embodied in a phonorecord. The

reports also state that it is clear that any form of dissemina-

tion in which the material object does notchange hands, for

example, performances or displays on television, is not a

publication no matter how many people are exposed to the

work. However, when copies or phonorecords are offered

for sale or lease to a group of wholesalers, broadcasters, or

motion picture theaters, publication does take place if the

purpose is further distribution, public performance, or pub-

lic display.
Publication is an important concept in the copyright law

because upon publication, several significant conse-
quences follow. Among these are:

When a work is published, all published copies should

bear a notice of copyright. (See discussion below of "no-

tice of copyright.")
Works that are published with notice of copyright in the

United States are subject to mandatory deposit with the

146
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Library of Congress. (See discussion on page 10 on
"mandatory deposit.")

Publication of a work can affect the limitations on the ex-
clusive rights of the copyright owner that are set forth in
sections 107 through 118 of the law.
The year of publication is used in determining the dura-
tion of copyright protection for anonymous and pseudony-
mous works (when the author's identity is not revealed in
the records of the Copyright Office) and for works made
for hire.

Deposit requirements for registration of published works
differ from those for registration of unpublished works.
(See discussion on page 9 of "copyright registration"
procedures.)

NOTICE OF COPYRIGHT

When a work is published under the authority of the copy-
right owner, a notice of copyright should be placed on all
publicly distributed copies and on all publicly distributed
phonorecords of sound recordings. This notice is required
even on works published outside of the United States. Fail-
ure to comply with the notice requirement can result in the
loss of certain additional rights otherwise available to the
copyright owner.

The use of the copyright notice is the responsibility of the
copyright owner and does not require advance permission
from, or registration with, the Copyright Office.

Form of Notice for Visually Perceptible Copies

The notice for visually perceptible copies should contain
all of the following three elements:

1. The symbol © (the letter C in a circle), or the word "Copy-
right," or the abbreviation "Copr."

2. The year of first publication of the work. In the case of
compilations or derivative works incorporating previ-
ously published material, the year date of first publica-
tion of the compilation or derivative work is sufficient.
The year date may be omitted where a pictorial, graphic,
or sculptural work, with accompanying textual matter, if
any, is reproduced in or on greeting cards, postcards,
stationery, jewelry, dolls, toys, or any useful articles.

3. The name of the owner of copyright in the work, or an ab-
breviation by which the name can be recognized, or a
generally known alternative designation of the owner.

Example: 1982 John Doe

6 1 4 ./

The "C in a circle" notice is required only on "visually per-
ceptible copies." Certain kinds of works, for example, mu-
sical, dramatic, anc' literary works, may be fixed not in "cop-
ies" but by means of sound in an audio recording. Since
audio recordings such as audio tapes and phonograph
disks are "phonorecords" and not "copies," there is no re-
quirement that the phonorecord bear a "C in a circle" notice
to protect the underlying musical, dramatic, or literary work
that is recorded.

Form of Notice for Phonorecords of Sound
Recordings

The copyright notice for phonorecords of sound record-
ings* has somewhat different requirements. The notice ap-
pearing on phonorecords should contain the following three
elements:

The symbol 0 (the letter P in a circle); and
The year of first publication of the sound recording; and
The name of the owner of copyright in the sound record-
ing, or an abbreviation by which the name can be recog-
nized, or a generally known alternative designation of the
owner. If the producer of the sound recording is named on
the phonorecord labels or containers, and if no other
name appears in conjunction with the notice, the produc-
er's name shall be considered a part of the notice.

Example: ®1982 A.B.C., Inc.

,4 `F., 4,- .444,

.4)4o

stes,46i:'+

Position of Notice

The notice should be affixed to copies or phonorecords of
the work in such a manner and location as to "give reason-
able notice of the claim of copyright." The notice on phono-
records may appear on the surface of the phonorecord or on

*Sound recordings are defined as "works that result from the fixation of a
series of musical, spoken, or other sounds, but not including the sounds ac-
companying a motion picture or other audiovisual work, regardless of the
nature of the material objects, such as disks, tapes, or other phonorecords,
in which they are embodied."

BEST COPY AVAILABLE



the phonorecord label or container, provided the manner of

placement and location gives reasonable notice of the
claim The three elements of the notice should ordinarily

appear together on the copies or phonorecords. The Copy-

right Office has issued regulations concerning the form and

position of the copyright notice in the Code of Federal
Regulations (37 C.F.R. Part 201); copies of these regula-

tions are available from the Copyright Office as Circular R96

201.20.

Publications Incorporating United
St Mee Government Works

Whenever a work is published in copies or phonorecords
consisting preponderantly of one or more works of the

United States Government, the notice of copyright shall

also include a statement identifying, either affirmatively or
negatively, those portions of the copies or phonorecords

embodying any work or works protected by title 17 of the

United States Code.

Unpublished Works

The copyright notice is not required on unpublished
works. To avoid an inadvertent publication without notice,

however, it may be advisable for the author or other owner of

the copyright to affix notices, or a statement such as Un-

published Work 4 1982 John Doe, to any copies or phono-

records which leave his or her control.

Effect of Omission of the Notice or of Error in the
Name or Date

Unlike the law in effect before 1978, the new Copyright

Act, in sections 405 and 406, provides procedures for cor-

recting errors and omissions of the copyright notice on
works published on or after January 1, 1978.

In general, the omission or error does not automatically

invalidate the copyright in a work if registration for the work

has been made before or is made within 5 years after the
publication without notice, and s reasonable effort is made

to add the notice to all copies or phonorecords that are dis-

tributed to the public in the United States after the omission

has been discovered.
.

HOW LONG COPYRIGHT PROTECTION ENDURES

Works Originally Copyrighted on or After January 1,

1978

A work that is created (fixed in tangible form for the first
time) on or after January 1, 1978, is automatically protected

from the moment of its creation, and is ordinarily given a
term enduring for the author's life, plus an additional 50
years after the author's death. In the case of "a Joint work
prepared by two or more authors who did not work for hire,"

the term lasts for 50 years after the last surviving author's
death. For works made for hire, and for anonymous and

pseudonymous works (unless the author's identity is re-
vealed in Copyright Office records), the duration of copy-
right will be 75 years from publication or 100 years from cre-
ation, whichever is shorter.

Works that were created before the present law came into
effect, but had neither been published nor registered for
copyright before January 1, 1978, have been automatically
brought under the statute and are now given Federal copy-

right protection. The duration of copyright in these works
will generally be computed in the same way as for dorks
created on or after January 1, 1978 the life-plus-50 or
75/100-year terms will apply to them as well. However, all
works in this category are guaranteed at least 25 years of

statutory protection.

Works Copyrighted Before January 1, 1978

Under the law in effect before 1978, copyright was se-
cured either on the date a work was published, or on the

date of registration if the work was registered in unpublished

form. In either case, the copyright endured for a first term of

28 years from the date it was secured. During the last (28th)

year of the first term, the copyright was eligible for renewal.

The new copyright law has extended the renewal term from

28 to 47 years for copyrights that were subsisting on Janu-

ary 1, 1978, making these works eligible for a total term of

protection of 75 years. However, the copyright must be

timely renewed to receive the 47-year period of adaed pro-

tection. For more detailed information on the copyright

term, write to the Copyright Office and request Circulars
R15a and R15t. For information on how to search the Copy-

right Office records concerning the copyright status of a

work, ask for Circular R22

TRANSFER OF COPYRIGHT

Any or all of the exclusive rights, or any subdivision of

those rights, of the copyright owner may be transferred, but
the transfer of exclusive rights is not valid unless that trans-

fer is in writing and signed by the owner of the rights con-
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veyed (or such owner's duly authorized agent). Transfer of a
right on a nonexclusive basis does not require a written
agreement.

A copyright may also be conveyed by operation of law and
may be bequeathed by will or pass as personal property by
the applicable laws of intestate succession.

Copyright is a personal property right, and it is subject to
the various state laws and regulations that govern the own-
ership, inheritance, or transfer of personal property as well
as terms of contracts or conduct of business. For informa-
tion about relevant state laws, con3ult an attorney.

Transfers of copyright are normally made by contract.
The Copyright Office does not have or supply any forms for
such transfers. However, the law does provide for the recor-
dation in the Copyright Office of transfers of copyright own-
ership. Although recordation is not required to make a valid
transfer as between the parties, it does provide certain legal
advantages and may be required to validate the transfer as
against third parties. For information on recordation of
transfers and other documents related to copyright, write to
the Copyright Office for Circular R12.

TERMINATION OF TRANSFERS

Under the previous law, the copyright in a work generally
reverted to the author, if living, or if the author was not living,
to other specified beneficiaries, provided a renewal claim
was 1. ''rg'd in the 28th year of the original term. The
present law crops the renewal feature except for works al-
ready in their first term of statutory protection when the
present law took effect. Instead, the present law generally
permits termination of a grant of rights after 35 years under
certain conditions by serving written notice on the trans-

,feree within specified time limits.
For works already under statutory copyright protection,

the present law provides a similar right of termination cover-
ing newly added years that extended the former maxi-
mum term of the copyright from 56 to 75 years. For further
information, write to the Copyright Office for Circulars R15a
and R15t.

INTERNATIONAL COPYRIGHT PROTECTION

There is no such thing as an "international copyright" that
will automatically protect an author's writings throughout
the entire world. Protection against unauthorized use in a
particular country depends, basically, on the national laws

f! t

of that country. However, most countries do offer protection
to foreign works under certain conditions, and these condi-
tions have been greatly simplified by international copyright
treaties and conventions. For a list of countries which main-
tain copyright relations with the United States, write to the
Copyright Office and ask for Circular R38a.

The United States is a men iber of the Universal Copyright
Convention (the UCC), which came into force on Septem-
ber 16, 1955. Generally, a work by a national or domiciliary
of a country that is a member of the UCC or a work first pub-
lished in a UCC country may claim protection uncle' the
UCC. If the work bears the notice of copyright in the form
and position specified by the UCC, this not ce will satisfy
and substitute for any other formalities a UCC member
country would otherwise impose as a condition of copyright.
A UCC notice should consist of the symbol © accompanied
by the name of the copyright proprietor and the year of first
publication of the work.

An author who wishes protection for his or her work in a
particular country should first find out the extent of protec-
tion of foreign works in that country. If possible, this should
be done before the work is published anywhere, since pro-
tection may often depend on the facts existing at the time of
first publication.

If the country in which protection is sought is a party to
one of the international copyright conventions, the work
may generally be protected by complying with the condi-
tions of the convention. Even if the work cannot be brought
under an international convention, protection under the
specific provisions of the country's national laws may still be
possible. Some countries, however, offer little or no copy-
fight protcrlion for foreign works

COPYRIGHT REGISTRATION

In general, copyright registration is ci legal formality in-
tended to make a public record of the basic facts of a
particular copyright. However, except in two specific situa-
tions; registration is not a condition of copyright protection.

'Works published with notice of copyright prior to January 1, 1978, must be
registered and renewed during the first 28-year term of copyright to main-
to in protection

Under sections 405 and 406 of the Copyright Act, copyright registration
may be required to preserve copyright that would otherwise be invali-
dated because the copyright notice was omitted from the published copies
or phonorecords, or the name or year date was omitted, or certain errors
were made in the year date
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Even though registration is not generally a requirement for

prr"tection, the copyright law provides several inducements

or advantages to encourage copyright owners to make reg-

istration. Among these advantages are the following:

Registration establishes a public record of the copyright
claim;

Registration is ordinarily necessary before any infringe-
ment suits may be filed in court;

If made before or within 5 years of publication, registra-
tion will establish prima fade evidence in court of the va-
lidity of the copyright and of the facts stated in the certifi-
cate; and

If registration is n, Kle within 3 months after publication of

the work or prior to MI infringement dr the work, statutory
damages and anon' y's fees will be available to the copy-

right owner in court actions. Otherwise, only an award of

actual damages and profits is available to the copyright

owner.

Registration may be made at any time within the life of the

copyright. Unlike the law before 1978 when a work has
been registered in unpublished form, it is not necessary to

make another registration when the work becomes pub-

lished (although the copyright owner may register the pub-

lished edition, if desired).

REGISTRATION PROCEDURES

In General

To register a work, send the following three elements to
the Copyright Office In the same envelope or package to
the Register of Copyrights, Copyright Office, Library of Con-

gress, Washington, D.C. 20559: (see page 12 for what hap-

pens if the elements are sent separately).

1. A properly completed application form;
2. A nonreturnable filing fee of $10 for each application;
3. A deposit of the work being registered. The deposit re-

quirements will vary in particular situations. The general
requirements are as follows:

If the work is unpublished, one complete copy or
phonorecord.

II the work was first published in the United States on or
after January 1, 1978, two complete copies or phono-
records of the best edition.

If the work was first published in the United States before
January 1, 1978, two complete copies or phonorecords of
the work as first published.

If the work was first published outside the United States,
whenever published, one complete copy or phonorecord
of the work as first published.

If the work is a contribution to a collective work, and pub-
iished after January 1, 1978, one complete copy or phono-
record of the best edition of the collective work.

100.(44tt34,
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Unpublished Collections

A work may be registered in unpublished form as a "col-
lection," with one application and one fee, under the follow-
ing conditions:

The elements of the collection are assembled in an or-
derly m;
The combined elements bear a single title identifying the
collection as a whole;
The copyright claimant in all the elements and in the col-
lection as a whole is "la same; and
All of the elements are by the same author, or, if they are
by different authors, at least one of the authors has con-
tributed copyrightable authorship to each element.

Unpublished collections are indexed in the Catalog of
Copyright entries only Lacier the collection titles.

Special Deposit Rec,, Jirements

The Copyright Act gives the Register of Copyrights au-
thority to issue regulations making adjustments in the t,tatu-
tory deposit requiremei its. Thee regulations as now issued
require or permit, for particular classes, the deposit of iden-
tifying material instead of copies or phonorecords, the de-
posit of only one copy or phonorecord where two would nor-
mally be required, and in some cases material other than
complete copies of the best edition. For example, the regu-
lations ordinarily require deposit of identifying material,
such as photographs or drawings, whet, the work being reg-
istered has been reproduced in three-dimensional copies.

It you are unsure of the proper deposit required for your
work. write to the Copyrigl it Office for that informatior and
describe the work you wish to register.

NOTE: LIBRARY OF CONGRESS CATALOG CARD
NUMBERS.
A Librar/ of Congress Catalog Cardfitkallbar IRO/
ent from a copyright registration nualharitherolltattr
ing in Publication (UP) Division of tlytiAllitlfaiaart
gress is responsible for assigniegWCataiggplird, ,

Numbers and is operationally,
Copyright Office. A book may
posited with the Copyright
cataloged and added to the
information about obtainingari, La
bey, contact the CIP
Washington, D.C. 20540.

10

CORRECTIONS AND AMPLIFICATIONS OF EXISTING
REGISTRATIONS

To deal with cases in which information in the basic regis-
tration later turns out to be incorrect or incomplete, the law
provides for "the filing of an application for supplementary
registration, to correct an error in a copyright registration or
to amplify the information given in a registration." The infor-
mation in a supplementary registration augments but does
not supersede that contained in the earlier registration.
Note also that a supplementary registration is not a substi-
tute for an original registration or for a renewal registration.
Form CA is available tti3M, tha Copyright Office for making a
supplementary registration. For further information about
supplementary registrations, write for Circular R8.

MANDATORY DEPOSIT FOR WORKS PUBLISHED IN
THE UNITED STATES WITH NOTICE OF COPYRIGHT

Although a copyright registration is not required, the
Copyright Act establishes a mandatory deposit requirement
for works published with notice of copyright in the United
States (see definition of "put lication" on page 5). In gen-
eral, the owner of copyright, or the owner of the right of first
publication in the work, has a legal obligation to deposit in
the Copyright Office, within 3 months of publication in the
United States, 2 copies (or, in the case of sound recordings,
2 phonorecords) for the use of the Library of Congress. Fail-
ure to make the deposit can result in fines and other penal-
ties, but does not affect copyright protection.

The Copyright Office has issued regulations exempting
certain categories of works entirely from the mandator de-
posit requioments, and reducing the obligation for certain
other categories. For further information about mandatory
deposit, please write to the Copyright Office for Circular
R7d.

USE OF MANDATORY DEPOSIT TO SATISFY
REGISTRATION REQUIREMENTS

With respect to works published in the United States the
Copyright Act contains a special provision under which a
single deposit can be made to satisfy both the deposit re-
quirements for the Library and the registration require-
ments. The provision requires that, in order to have this dual
effect, the copies or phonorecords must be "accompanied
by the prescribed application and fee" for registration.

51 BEST COPY AVAILABLE



WHO MAY FILE AN APPLICATION FORM

The following persons are legally entitled to submit an ap-
plication form:

The author. This is either the person who actually created
the work, or, if the work was made for hire, the employer or
other person for whom the work was prepared.

The copyright claimant. The copyright claimant is defined
in Copyright Office regulations as either the author of the
work or a person or organization that has obtained owner-
ship of all the rights under the copyright initially belonging
to the author. This category includes a person or organi-
zation who has obtained by contract the right to claim
legal title to the copyright in an application for copyright
registration.

The owner of exclusive right(s). Under the new law, any of
the exclusive rights that go to make up a copyright and
any subdivision of them can be transferred and owned
separately, even though the transfer may be limited in
time or place of effect. The term "copyright owner" with
respect to any one of the exclusive rights contained in a
copyright refers to the owner of that particular right. Any
owner of an exclusive right may apple for registration of a
claim in the work.

The duly authorized agent of such author, other copyright
claimant, or owner of exclusive right(s). Any person au-
thorized to act on behalf of the author, other copyright
claimant, or owner of exclusive right(s) may apply for
registration.

Thera is no requirement that applications be prepared or
filed by an attorney.

APPLICATION FORMS

For Original Registration

Form TX: for published and unpublished non-
dramatic literary works

Form SE. for serials, works issued or intended to be
issued in successive parts bearing numer-
ical or chronological designations and

Form PA.

Form VA:

Form SR:

-intended to be continued indefinitely (peri-
odicals, newspapers, magazines, newslet-
ters, annuals, journals, etc.)

for published and unpublished works of the
performing arts (musical and dramatic
works, pantomimes and choreographic
works, motion pictures and other audiovis-
ual works)

for published and unpublished works of the
visual arts (pictorial, graphic, and sculp-
tural works)

for published and unpublished sound
recordings

For Renewal Registration

Form RE: for claims to renewal copyright in works
copyrighted under the law in effect through
December 31, 1977 (1909 Copyright Act)

For Corrections and Amplifications

Form CA: fa, supplementary registration to correct or
amplify information given in the Copyright
Office record of an earlier registration

Other Forms for Special Purposes

Form GR/CP: an adjunct application to be used for regis-
tration of a group of contributions to peri-
odicals in addition to an application Form
TX, PA, or VA

Form IS: request for issuance of an import state-
ment under the manufacturing provisions
of the Copyright Act

Application forms are supplied by the Copyright Office
free of charge

'Zket"' CA( ). -41*
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MAILING INSTRUCTIONS

All applications and materials related to copyright regis-
tration sent to the Copyright Office should be addressed to
the Register of Copyrights. Copyright Office, Library of Con-
gress, Washington, D.0 20559.

The application, deposit (copies or phonorecords),
and nonreturnable filing fee should be mailed in the
same package.

WHAT HAPPENS IF THE THREE ELEMENTS ARE NOT
RECEIVFD TOGETHER

Applications and fees received without copies or phono-
records will not be processed and will ordinarily be re-
turned. Unpublished deposits alone will ordinarily be
returned, also. Published deposits received without appli-
cations and fees will be immediately transferred to the col-
lections of the Library of Congress. This practice is in ac-
cordance with section 408 of the law which provides that the
published deposit required for the collections of the Library
of Congress may be used for registration only if the deposit
is "accompanied by the prescribed application and fee . . ."

After the deposit is received and transferred to another
department of the Library for its collections or other disposi-
tion, it is no longer available to the Copyright Office; the cus-
tody of that deposit has also been transferred to the other
department. Then, if you wish to make copyright registra-
tion. you must deposit additional copies or phonorecords
with your application and fee.

FEES

Do not send cash. Fees sent tc the Copyright Office
should bo in the form of a money order, check, or bank draft
payable to the Register of Copyrights, it should be securely
attached to the application.

EFFECTIVE DATE OF REGISTRATION

Please note that a copyright registration is effective

on the date of receipt in the Copyright Office of all the
required elements in acceptable form, regardless of the
length of time it takes thereafter to process the application
and mail the certificate of registration. The length of time re-
quired by the Copyright Office to process an application
varies from time to time, depending on the amount of mate-
rial received and the personnel available to handle it. It must
also be kept in mind that it may take a number of days for
mailed material to reach the Copyright Office and for the
certificate of registration to reach the recipient after being
mailed by the Copyright Office.

If you are filing an application for copyright registration in
the Copyright Office, you will not receive an acknowledge-
ment that your application has been received (the Office re-
ceives more than 500,000 applications annually), but you
can expect:

A letter or telephone call from a copyright examiner if fur-
ther information is needed;
A certificate of registration to indicate the work has been
registered, or if the application cannot be accepted, a let-
ter explaining why it has been rejected.
You may not receive either of these until 90 days have

passed.
If you want to knew when the Copyright Office receives

your material, you should send it via registered or certified
mail and request a return receipt.

AVAILABLE INFORMATION

This circular attempts to answer some of the questions
that are frequently asked about copyright. For a list of other
material published by the Copyright Office, write for "Pub-
lications on Copyright." Any requests for Copyright Office
publications or special questions relating to copyright prob-
lems not mentioned in this circular should be addressed to
the Information and Publications Section, LM-455, Copy-
right Office, Library of Congress, Washington, D.C. 20559.

The Copyright Office is not permitted to give legal advice.
If you reed information or guidance on matters such as dis-
putes over the ownership of a copyright, suits against possi-
ble infringers, the procedure for getting a work published, or
the method of obtaining royalty payments, it may be neces-
sary to consult an attorney.

Copyright Office Library of Congress Washington, D.C. 20559
Dece,t,e, '983-300 000
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Highlights of the New Copyright Law

INTRODUCTION

On January 1, 1978, a completely new copyright
statute (title 17 of the United States Code) came
into effect in the United States, superseding the
Copyright Act of 1909, as amended, and making
important changes in our copyright system. Some of
the highlights of the new statute are listed below.
For detailed information about specific changes or
new provisions, write to the Copyright Office.

HIGHLIGHTS

Single National System
Instead of the former dual system of protecting

works under the common law before they were pub-
lished and under the Federal statute after publica-
tion, the new law establishes a single system of
statutory protection for all copyrightable works,
whether published or unpublished.

Duration of Copyright
For works created (fixed in tangible form for the

first time) after January 1, 1978, the term of proteb-
tion starts at the moment of creation and lasts for
the author's life, plus an additional 50 years after
the author's death. In the case of "a joint work pre-
pared by two or more authors who did not work for
hire," the term lasts for 50 years after the last sur-
viving author'a death. For works made for hire, and
for anonymous and pseudonymous works (unless
the author's identity is revealed in Copyright Office
records), the duration of copyright is 75 years from
publication or 100 years from creation, whichever is
shorter.

Works that had been created before the new lai.
came into effect but had neither been published nor
registered for copyright before January 1, 1978,
have been automatically brought under the statute
and are now given Federal copyright protection.

2

The duration of copyright in these works is generally
computed in the same way as for new works: the
life-plus-50 or 75/100-year terms. However, all
works in this category are guaranteed at least 25
years of statutory protection. The law specifies that
in no case will copyright in a work of this sort expire
before December 31, 2002, and if the work is pub-
lished before that date the term may be extended by
another 25 years, through the end of 2027.

For works that had already secured statutory
copyright protection before January 1, 1978, the
new law retains the old system for computing the
duration of protection, but with some changes. The
iaw provides for a first term of 28 years, measured
from the date protection was originally secured by
publication or registration, with the-right to a re-
newal term of 47 years. Copyrights in their first term
must still be renewed to receive the full new
maximum term of 75 years, but copyrights in their
second term between December 31, 1976, and De-
cember 31, 1977, were automatically extended up
to the maximum of 75 years without the need for
further renewal.

The new law provides that all terms of copyright
will run through the end of the calendar year in
which they would otherwise expire. This not only
affects the duration of copyrights, but also the time
limits for renewal registrations.

The new Act does not restore copyright protection
for any work that has gone into the public domain.

For further information about duration, write for
Circular R15a.

Termination of Transfers
Under the old law, after the first term of 28 years

the renewal copyright reverted in certain situations
to the author or other specified beneficiaries. The
new law dropped the renewal feature except for
works aln. ady in their first term of statutory protec-
tion where the new law took effect. Instead, for
transfers of United States rights made by an author
on or after January 1, 1978, the new Act generally
permits the author or certain heirs to terminate the
transfer during a 5-year period beginning at the end
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of 35 years from the date of the grant, or if the
grant covers the right of publication, 35 years from
the date of publication or 40 years from the date of
the grant, whichever is shorter. To terminate, a
written notice must be served on the transferee
within specified time limits.

For works under statutory copyright protection
on December 31, 1977, a similar right of termina-
tion is provided with respect to transfers covering
the newly added years extending the previous
maximum term of the copyright from 56 to 75
years. Within certain time limits, an author or
specified heirs of the author are generally entitled
to file a notice terminating the author's transfers
covering any part of the period (usually 19 years)
that has now been added to the end of the second
term of copyright in a work.

Works of the United States Government

The new law continues the prohibition against
copyright in "publications of the United States
Government" but clarifies its scope b, defining
works covered by the prohibition as those pre-
pared by an officer or employee of the U.S. Gov-
ernment as part of that person's official duties.

Fair Use

The new law adds a provision to the statute spe-
cifically recognizing the principle of "fair use" as
a limitation on the exclusive rights of copyright
owners, and indicates factors to be considered in
determining whether particular uses fall within
this category.

Reproduction by Libraries and Archives
In addition to the provision for "fair use," the

new law specifies circumstances under which the
making or distribution of single copies of works
by iibraries and archives for noncommercial pur-
poses do not constitute a copyright infringement.

For further information about reproduction of
copyrighted works by librarians and educators,
write for Circular R21.

Copyright Royalty Tribunal

The new law created a Copyright Royalty Tri-
bunal whose purpose is to determine whether
copyright royalty rates, in certain categories
where such rates are established in the law, are
reasonable and, if not, to adjust them; it will also
in certain circumstances determine the distribu-
tion of those statutory royalty fees deposited with
the Register of Copyrights.

Sound Recordings

The new law retains the provisions added to the
old copyright law in 1972 which accord protection
against the unauthorized duplication of sound re-
cordings. The new law does not create a perform-
ance right for sound recordings as such.

Recording Rights In Music
The new law makes a number of changes in the

system providing compulsory licensing for the re-
cording of music. Among other things it raises the
statutory royalty rate, which the Copyright Royalty
Tribunal has the authority to adjust periodically.

There is no longer any requirement to file a No-
tice of Use form with the Copyright Office in order
to use the mechanical licensing provisions.

Exempt Performances

The new law removes the general exemption of
public performance of nondramatic literary and
musical works where the performance is not "for
profit." Instead, it provides several specific
exemptions for certain types of nonprofit uses, in-
cluding performances in classrooms and instruc-
tional broadcasting. The law also gives broadcast-
ing organizations a lim"..ed privilege of making
"ephemeral recordings" of their broadcasts.

Public Broadcasting
Under the new Act, noncommercial transmis-

sions by public broadcasters of published mu-
sical and graphic works are subject to a compul-
sory license if copyright owners and public broad-
casting entities do not reach voluntary agreement.
License agreements between copyright owners
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and public broadcasters are to be filed in the
Copyright Office.

Jukebox Exemption
The new law removes the exemption for per-

formances of copyrighted music by jukeboxes. It
substitutes a system of compulsory licenses
based upon the payment by jukebox operators of
an annual royalty fee to the Register of Copyrights
for later distribution by the Copyright Royalty Tri-
bunal to the copyright owners.

Cable Television
The new law provides for the payment, under a

system of compulsory licensing, of certain royal
ties for the secondary transmission of copy-
righted works on cable television systems (CATV).
The amounts are to be paid to the Register of
Copyrights for later distribution to the copyright
owners by the Copyright Royalty Tribunal.

Copyright Registration

Under the 1976 Act, a work of original author-
ship is protected by copyright from the time the
work is created in a fixed form; registration with
the Copyright Office is not a condition of copy-
right protection Itself (except to preserve a copy-
right if a work has been published with a defective
or missing copyright notice), out copyright regis-
tration is a prerequisite to an infringement suit.

There are also certain other definite advantages
to registration, Including establishing a public
record of the copyright claim, securing the right to
file an infringement suit, establishing prima facie
evidence of the validity of the copyright, and mak
ing available a broader range of remedies in in-
fringement suits.

Registration Procedures

To register a claim to copyright, send (1) a prop-
erly completed application form; (2) a fee c. $10
(not cash) for each application; and (3) a deposit
copy or phonorecord of the work being registered.
The mailing address for copyright registrations is:

4

Register of Copyrights
Copyright Office
Library of Congress
Washington, D.C. 20559

For more information about which application
form to use and deposit requirements, which vary
in particular situations, write to:

Information and Publications Section,
LM-455

Copyright Office, Library of Congress
Washington, D.C. 20559

notice of Copyright
The old law required, as a mandatory condition

of copyright protection, that the published copies
of a work bear a copyright notice. The new enact-
ment calls for a notice on published copies, but
omission or errors will not immediately result in
loss of the copyright, and can be corrected within
certain time limits. Innocent Infringers misled by
the omission or error will be shielded from liabil-
ity.

Mandatory Deposit

Although copyright registration is not required,
the Copyright Act establishes a mandatory de-
posit requirement for works published with notice
of copyright in the United States. In general, the
owner of copyright, or the owner of the right of
first publ:cation in the work, has a legal obligation
to deposit in the Copyright Office, within 3
months of publication in the United States, 2
copies (or, in the case of sound recordings, 2
phonorecords) for the use of the Library of Con-
gress. Failure to make the deposit can give rise to
fines and other penalties, but does not affect
copyright protection.

For further information about certain exemp-
tions from this requirement, and more information
about mandatory deposit, write for Circular R 7d.

Manufacturing Clause
The 1909 law required that certain works be

manufactured in the United States to have copy-
right protection here. The 1976 Act makes several
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modifications that narrow the coverage of the
manufacturing clause, permit the importation of
2,000 copies manufactured abroad instead of the
previous limit of 1,500 copies, and equate manu-
facture in Canada with manufacture in the United
States. Although it was contemplated that the
manufacturing clause would expire on July 1,
1982, the 97th Congress extended the clause until
July 1, 1986, overruling a Presidential veto to 0
so.

Computer Software Act of 1980

On December 12, 1980, President Carter signed
the "Computer Software Act of 1980" into law,
thereby amending sections 101 and 117 of the
1976 Copyright Act to contain a specific definition
of computer programs and to clarify the extent of
the protection for computer software.

Although the Copyright Office has been regis-
tering claims in computer programs since '964,
the numbers of claims registered in recent years
has increased enormously. Claims to copyright in
computer programs may presently be registered
with the Copyright Office on a TX form as a
literary work. For more information about the
registration of computer software, contact the
Copyright Office.

BACKGROUND

The effort that led to the general revision of the
copyright law began in 1955 with a program that
produced, under the supervision of the Copyright
Office, a series of 35 extensive studies a melor
copyright problems. This was followed by s report
of the Register of Cupyrights on general r3vibion
in 1961, by the preparation in the Copyright Of licd
of a preliminary proposed draft bill, and by P Jrles
of meetings with a Panel of Consultants consist,
ing of copyright experts, the majority of them from
outside the Government. Following a supple-
mentary report by the Register and a bill intro-
duced in Congress primarily for consideration and
comment, the first legislative hearings were held
before a subcommittee of the House Judiciary

Committee on the basis of a bill introduced in
1965. During the same year a companion bill was
introduced in the Senate.

In 1967, after the subcommittee had held exten-
sive hearings, the House of Representatives
pased a revision bill whose major features were
similar to the bill just enacted.

There followed another series of extensive hear-
ings before a subcommittee of the Senate Judi-
ciary Committee, but, owing chiefly to an ex-
tended :mpasse on the complex and controversial
subject of cable television, the revision bill was
prevented from reaching the Senate floor.

Indeed it was not until 1974 that the copyright
revision bill was enacted by the Senate. However,
that bill, although in its general terms the same as
the measure approved by the House in 1967, was
different in a number of particulars. In February
1976 the Senate again passed the bill in essential-
ly the same form as the one it had previously
passed. Thereafter, the House, following further
hearings and consideration by the Judiciary sub-
committee, passed the bill on September 22, 1976.
There followed a meeting of a conference commit-
tee of the two Houses, which resolved the differ-
ences between the two bills and reported a single
version that was enacted by each body and pre-
sented to the President. On October 19, 1976,
President Gerald R. Ford signed the bill which be-
came Public Law 94-553 (90 Stat. 2541).

FURTHER INFORMATION

The Copyright Office has promulgated new
regulations and proposed others. It has devised a
new classification system and issued new appli-
cation forms corresponding to the new registra-
tion categories. You can obtain copies of the new
statute, a supply of new application forms, and
other information free of charge by sending a spe-
cific written request to: Information and Publica-
tions Section, LM-455, Copyright Office, Library
of Congress, Washington, D.C. 20559.
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PUBLIC LAW 94-553-0Cf. 19, 1976 90 STAT. 2541

Public Law 94-553
94th Congress

An Act
For the general revision of the Copyright Law, title 17 of the United States

Code. and for other purposes

Be it enacted by the Senate and Howe of Replesentatiees of the
United Stales of America in Congress assembled,

TITLE IGENERAL REVISION OF COPYRIGHT LAW

SEC. 101. Title 17 of the United States Code, entitled "Copy' ights",
is heleby amended in its entirety to read as follows:

TITLE 17COPYRIGHTS
Cnarrca See.

1. SUBJECT MATTER AND SCOPE OF COPYRIGHT 101
2. COPYRIGHT OWNERSHIP AND TRANSFER 201
3. DURATION OF COPYRIGHT 301
4 COPYRIGHT NOTICE. DEPOSIT. AND REGISTRATION 401
5 COPYRIGHT INFRINGEMENT AND REMEDIES 501
8. MANUFACTURING REQUIREMENT AND IMPORTATION 801
7. COPYRIGHT OFFICE 701

R COPYRIGHT ROYALTY TRIBUNAL 801

Chapter 1.SUBJECT MATTER AND SCOPE OF
COPYRIGHT

Sec

101. Definitions.
HY2. Subject matter of copyright : In general.
103 Subject matter of copyright: Compilations and derivative works.
:04 Subject matter of copyright : National origin
105. Subject matter of copyright : United States Government works
100. Exclusive rights in copy righted works.
107. Limitations on exclusive rights : Fair use.
108. Limitations on exclusive rights: Reproduction by libraries and archives.
109. Limitations on exclusive rights: Effect of transfer of particular copy or

phonorecord.
110. Llmitstions on exclusive rights: Exemption of certain performances and

displays.
111. Limitations on exclusive rights: Secondary transmissions.
112. Limitations on exclusive rights: Ephemeral recordings
113. Scope of exclusive rights In pictorial, graphic, ant sculptural works
114...0cope of exclusive rights In sound recordings.
115. Scope of exclusive rights In nondramatic musical works: Compulsory license

for making and distributiri, phonorecords.
118. Scope of exclusive rights in nondramatic musical works: Public perform.

once,' by means of coin-operated phlmorecord players.
117. Scope of exclusive rights: Use in conjunction with computers and similar

information systems.
ilS Scope of exclusive rights: Use of certain works In connection with non-

e .ecial broadcasting.

§ 101. Definitiors
As used in this title, the following terms and their variant forms

mean the following:
An "anonymous work" is a work on the copies or phonon cords

of which no natural person is identified as author.
"Audiovisual works" are works that consist of a series of ratted

images which are intrinsic y intended to be shown by the use
of machines or devices such as projectors, viewers, or electronic
equipment, together with accompanying sounds, if any, regardless
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90 STAT. 2544 PUBLIC LAW 94-553OCT. 19, 1976

17 USC 102.

"Sound recordings" are works that result from the fixation
of a series of musical, spoken, or other sounds, but not including
the sounds accompanying a motion picture or other audiovisual
work, regardless of the nature of the material objects, such as
disks, tapes, or other phonorecords, in which they are embodied.

"State" includes the District of Columbia and the Common-
wealth of Puerto Rico, and any territories to which this title
is ma& applicable by an Act of Congress.

A "transfer of copyright ownership" is an assignment, mort-
gage. exclusive license, or any other conveyance, alienation, or
hypothecation of a copyright or of any of the exclusive rights
comprised in a copyright, whether or not it is limited in time or
place of effect, but not including a nonexclusive license.

A "transmission program" is a body of material that, as an
aggregate, has been produced for the sole purpose of transmis-
sion to the public in sequence and as a unit.

-To "transmit" a performance or display is to communicate it
by any device or process whereby images or sounds are received
beyond the place from which they are sent.

The "United States", when used in a geographical sense, com-
prises the several States, the District of Columbia and the Com-
monwealth of Puerto Rico, and the ')rganized territories under
the jurisdiction of the United States Government.

A "useful article" is an article having an intrinsic utilitarian
function that is not merely to portray the appearance of the
article or to convey information. An article that is normally a
part of a useful article is considered a "useful article".

The author's "widow" or "widower" is the author's surviving
sponse under the law of the author's domicile at the time of his
or her death, whether or not the spouse has later remarried.

A "work of the United States Government" is a work prepared
by an officer or employee of the United States Government as
part of that person's official duties.

A "work made for hire" is
(1) a work prepared by an employee within the scope of

his or her employment ; or
(2) a work specially ordered or commissioned for use as

a contribution to a collective work, as a part of a motion
picture or other audiovisual work, as a translation, as a sup-
plementary work, as a compilation, as an instructional text,
as a test, as answer material for a test, or as an atlas. if the
parties expressly agree in a written instrument signed by
them that the work shall he considered a work made for hire.
For the purport of the foregoing sentence. a' supplementary
work" is a work prepared for publication as a secondary
adjunct to a work by another author for the purpose of
introducing, concluding, illustrating, explaining, revising,
commenting upon, or assisting in the use of the other work,
such as forewords, afterwords, pictorial illustrations, maps,
charts, tables, editorial notes, musical arrangements. answer
material for tests, bibliographies, appendixes, and indexes,
and an "instructional text" is a literary, pictorial. or graphic
work prepared for publication and with the purpose of use
in systematic instructional activities.

i02. Subject matter of copyright: In general
(a) Copyright protection siihs±sts, in accordance with this title, in

original works of authorship fixed in any tangible medium of expres-
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sion, now known or later developed, from which they can be perceived,
reproduced, or otherwise communicated, either directly or with tho
aid of a. machine or device. Works of authorship include the following
categories:

11 literary works;

(3
musical works, including any accompanying words;

3 dramatic works, including any accompanying music;
(4) pantomimes and choreographic works;
(5) pictorial, graphic, and sculptural works;
(6) motion pictures and other audiovisual works; and
(7) sound recordings.

(b) In no case does copyright protection for an original work of
authorship extend to any idea, procedure, process, system, method
of operation, concept, principle, or discovery, regardless of the form
in which it is described, explained, illustrated, or embodied in such
work.
§ 103. Subject matter of 'copyright: Compilations and derivative 17 USC 103.

works
(a) The subject matter of copyright as specified by section 102

includes compilations and derivative works, but protection for a work
employing preexisting material in which copyright subsists does not
extend to any part of the work in which such material has been used
unlawfully.

(b) The copyright in a compilation or derivative work extends only
to the material contributed by the author of such work, as distin-
guished from the preexisting material employed in the work, and does
not imply any exclusive right in the preexisting material. The copy-
right. in such work is independent of, and does not affect or enlarge
the scope, duration, ownership, or subsistence of, any copyright pro-
tection in the preexisting material.
§ 101. Subject matter of copyright: National origin 17 USC 104.

(a) UNPUBLISHED Wonas.The works specified by sections 102 and
103, while unpublished. are subject to protection under this title with-
out regard to the nationality or domicile of the author.

(b) Punuslivo WORKS.The works specified by sections 102 and
103. when published. are subject to protection under this title if

(1) on the date of first publication, one or more of the authors
is a national or domiciliary of the United States, or is a national,
domiciliary, or sovereign authority of a foreign nation that is
a party to a copyright treaty to which the United States is also
a party, or is a stateless person, wherever that person may be
domiciled; or

(2) the work is first published in the United States or in a
foreign nation that, on the date of first publication, is a party to
the Universal Copyright Convention; or

(3) the work is first published by the United Nations or any
of its specialized agencies, or by the Organization of American
States; or

(4) the work conies within the scope of a Presidential proclama-
tion. Whenever the President finds that a particular foreign
nation extends, to works by authors who are nationals or domi-
ciliaries of the United States or to works that are first published
in the United States, copyright protection on substantially the
same basis as that on which the foreign nation extends protection
to works of its own nationals and domiciliaries and works first
published in that nation, the President may by proclamation
extend protection under this title to works of which one or more

Works of
authorship.
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17 USC 105.

17 USC 106.

17 (;:4: 107.

17 USC 108.

of the authors is, on the date of first publication, a national,
domiciliary, or sovereign authority of that nation, or %shich was
first published in that nation. The President may revise, suspend,
or revoke any such proclaniation or impose any conditions or
limitations on protection under a proclamation.

§ 105. Subject matter of copyright: United States Government
works

Copyright protection under this title is not available for any wink
of the United States Government, but the United States Government
is not precluded from receiving and holding copyrights transferred to
it by assignment, bequest, or otherwise.
§ 106. Exclusive rights in copyrighted works

Subject to sections 107 through 118, the owner of copyright tinder
this title has the exclusive rights to do and to authorize any of the
following:

(1) to reproduce the copyrighted work in copies or
phonorecords;

(2) to prepare derivative works based upon the copyrighted
work;

(3) to distribute copies or phonorecords of the copyrighted
work to the public by sale or other transfer of ownership, or by
rental, lease, or lending;

(4) in the ruse of literary, musical, dramatic, and choreographic
works, pantomimes, and motion pictures and other audiovisual
works, to perform the copyrighted work publicly; and

(5) in the case of literary, musical, dramatic, and choreographic
works, pantomimes, and pictorial, graphic, or sculptural corks,
including the individual images of a motion picture or ocher
audiovisual work, to display the copyrighted work pabliely.

§ 107. Limitations on exclusive rights: Fair use
Notwithstanding the provisions of section 106, the fair use of a

copyrighted work, including such use by reproduction in copies or
phonorecords or by any other means specified by that section, for
purposes such as criticism, comment, news reporting, teaching
(including multiple copies for classroom use),scholarship, or research,
is not an infringement of copyright. In determining whether the use
made of a work in any particular case is a fair use the factors to be
considered shall include

(1) the purpose and character of the u P, including whether
such use is of a commercial nature or is for iionprofit educational
purpobes;

(2) the nature of the copyrighted w-ok;
(3) the amount and substantiality of the portion used in rela-

tion to the copyrighted work as a whole; and
(4) the effect of the use upon the potential market for or value

of the copyrighted work.
§ 108. Limitations on exclusive rights: Reproduction by libraries

and archives
(a) Notwithstanding the provisions of section 106, it is not an

infringement of copyright for a library or archives, or any of its
employees acting within the scope of their employment, to reproduce
no more than one copy or phonorecord of a work, or to distribute such
copy or phonorecord, under the conditions specified by this section,
if

(1) the reproduction or distribution is made without any pur-
pose of direct or indirect commercial advantage;
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(-;) the collections of the library or archives are (i) open to
the public, or (ii) available nut only to researchers affiliated with
the library or archives or with the institution of which it is a part,
but also to other persons doing research in a spec;alized field;
and

(3) the reproduction or distribution of the work includes a
notice of copyright.

(b) The rights of reproduction and distribution under this section
apply to a copy or phonorecord of an unpublished work duplicated
in facsimile form solely for purposes of presel vation and security or
for deposit for research use in another library or archives of the type
described by clause (2) of subsection (a), if the copy or phonorecord
reproduced is currently in the collections of the library or archives.

(c) The right of reproduction under this section applies to a copy
or phonorecord of a published work duplicated in facsimile form
solely for the purpose of replacement of a copy or phonorecord that
is damaged, deteriorating, lost, or stolen, if the library or archives
has, after a reasonable effort, determined that an unused replacement
cannot be obtained at a fair price.

(d) The rights of reproduction and distribution under this section
apply to a copy, made from the collection of a library or archives
where the user makes his or her request or from that ofanother library
or archives, of no more than one article or other contribution to a
copyrighted collection or periodical issue, or to a copy or phonorecord
of a small part of any other copyrighted work. if

(1) the copy or phonorecord becomes the property of the user,
and the library or archives has had no notice that the copy or
phonorecord would be used for any purpose other than private
study, scholarship. or research: and

(2) thk. library or archives displays prominently, at the place
where orders are accepted. and inclides on its order form. a warn-
ing of copyright in accordance with requirements that the
Register of Copyrights shall prescribe by regulation.

(e) The rights of reproduction and distribution under this section
apply to the entire work. or to a substantial part of it. made from the
collection of a library or archives where the user makes his or her
request or from that of another library or archives, if the library or
archives has first determined, on the basis of a reasonable investiga-
tion, that a copy or phonorecord of the copyrighted work cannot he
obtained at a pair price, if

(1) the copy or phonorecord become!, the property of the user,
and the library or archives has had no notice that the copy or
phonorecord would be used for any purpose other than private
study, scholarship, or research; and

(2) the library or archives displays prominently, at the place
where orders are accepted. and includes on its order form, a warn-
ing of copyright in accordance with requirements that the Regis-
ter of Copyrights shall prescribe by regulation.

(f) Nothing in this section
(1) shall be construed to impose liability for copyright

infringement upon a library or archives or its employees for the
unsupervised use of reproducing equipment located on its
premises: Provided, That such equipment displays a notice that
the making of a copy may be subject to the copyright law;

(2) excuses a person who uses such reproducing equipment or
who requests a copy or phonorecord under subsection (d) from
liability for copyright infringement for any such act, or for any
later use of such copy or phonorecord, if it exceeds fair use as
provided by section 107:
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compilation of pictorial. graphic, or sculptui a, %% orks, or the unau-
thot ized use of n ny portion of an audio% islial Ivork.

(g) As used in this section, the term -public broadcasting entity"
means a noncommercial educational broadcast station as defined in
section 397 of title 47 and any nonprofit institution or organization
engaged in the activities described in clause (2) of subsection (d) .

Chapter 2.COPYRIGHT OWNERSHIP AND TRANSFER
See.
201. Ownership of copyright.
202. Ownership of copyright as distinct front ownership of material object.
203. Termination of transfers and licenses granted by the author
204 Execution of transfers of copyright ownership
205. Recordation of transfers and other documents.

§ 201. Ownership of copyright
(a) INITIAL OWNEIWIIIP.Copyright iii a work protected under this

t....lo vests initially in the author or authors of the work. The authors
of a joint work are coon ners of copyright in the work.

(b) WoaKs Naos Fos HIRE.In the case of a work made for hire,
the employer or other person for whom the work was prepared is
considered the author for purposes of this title, and, unless the parties
have expressly agreed otherwise in a written instrument signed by
them, owns all of the rights comprised in the copyright.

(C) CONTRIIICTIONS To COLLECTIVE WORKS.Copyright in each
separate contribution to a collective work is distinct from copyright
in the collective work as a whole, and vests initially in the author of
the contribution. In the absence of an express transfer of the copyright
or of any rights under it, the owner of copyright in the collective work
is presumed to have acquired only the privilege of reptoducing and
distributing the coati ibution t 4 part of that particular collecti e work,
any revision of that collective work, and any later collective work
in the same series.

(d) TRANSFE,it or OWNERS H IP.
(1) The ownership of a copyright may be transferred in whole

or in part by any means of conveyance or by operation of law,
and may be bequeathed by will or pass as personal property by
the applicable laws of intestate succession.

(2) Any of the exclusive rights comprised in a copyright,
including ally subdivision of any of the rights specified bysection
106, may be transferred as provided by clause (1) and onned
separately. The owner of any particular exclusive right is enti-
tled, to the extent of that right, to all of the protection and
remedies accorded to the copyright owner by this title.

(e) INvoLusrAny T11.1 NSFER.When an individual author's owner-
ship of a copyright, or of any of the exclusive rights under a copy-
rightt has not previously been transferred voluntar;ly by that
individual author, no action by any governmental body or other
official or organization purporting to seize, expropriate, transfer, or
exercise rights of ownership with respect to the copyright, or any of
the exclusive rights under a copyright, shall be given effect under this
title.
§ 202. Ownership of copyright as distinct from ownership of mate-

rial object
Ownership of a copyright, or of any of the exclusive rights under a

copyright, is distinct from ownership of any material object in which
the work is embodied. Transfer of ownership of any material object,
including the copy or phonorecord in which the work is first fixed,
does not of itself convey any rights in the copyrighted work embodied
in the object; nor, in the absence of an agreement, does transfer of
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ownership of a copyright or of any exclusive rights under a copyright
convey property rights in any material object.

§r" Termination of transfers and licenses granted by the 17 USC 203.

author
(a) CONDITIONS FOR TERMINATION.In the case of any work other

tl.nn d work made for hire, the exclusive or nonexclusive grant of a
transfer or license of copyright or of any right under a copyright,
executed by the author on or after January 1, 1978, otherwise than
by will, is subject to termination under the following conditions:

(1) In the case of a grant executed by one author, termination
of the grant may be effected by that author or, if the author is
dead, by the person or persons wno, under clause 1,2) of this
subsection, own and ore entitled to exercise a total of more than
one-half of that author's termination interest. In the case of a
grant executed by two or more authors of a joint work, termina-
tion of the grant may be effected by a majority of the authors
who executed it; if any of such authors is dead, the termination
interest of any such author may be exercised as a unit by the
person or persons who, under clause (2) of this subsection, own
and are entitled to exercise a total of more than one-half of that
author's interest.

(2) Where au author is dead. his or her termination interest is
ov.ned. and may be exercised, by his widow or her widower and
his or her children oi grandchildren as follows:

(A) the widow or widower owns the author's entire termi-
nation interest unless there are any surviving children or
grandchildren of the author, in which case the widow or
v.idower owns one-half of the author's interest;

(B) the author's survivirg children, and the surviving
children of any dead chils; of the author. own the author's
entire termination interest unless there is a widow or
tt 'dower. in which case the ownership of one-half of the
author's interest is divided among them;

(C) the rights of the author's children and grandchildren
are in all cases divided among _.,em and exercised on a per
stirpes basis according to t'ae number of such author's chil-
dren represented; the share of the children of a dead child
in a termination interest can be exercised only by the action.
of a majority of them.

(3) Termination of the grant may be effected at a .7 time dur-
ing a period of five years beginning at the end of thirty-five
years from the date of execution of the grant; or. if the grunt
covers the right of publication of tYe work, the period begins
at the end of thirty-five years from the date of publication of
the um k cutler the grant or at the end of forty years from the
date of execution of the grant, whichever term ends earlier.

(4) The termination shall be effected by serving an tidy:wee
notice in writing, signed by the number and proportion of owners
of !ermilation interests required under clauses (1) and (2) of
t'irs subsection, or by their duly authorized agents. upon the
grantee or the grantee's successor in title.

(A) The notice shall state the effecti! date of the termi-
nation, which shall fall within the five-year period specified
by clause (3) of this subsection, and the notice shall be served
not less thin two or more than ten yr:as before that date. A
copy of the notice shall be recorded in the Copyright Office
before,the effective date of termination, as a condition to its
taking effect.

Notice.
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17 USC 301.

17 USC 302.

Chapter 3.--DURATION OF COPYRIGHT
See.
301. Preemption with respect to other laws.
302. Duration of copyright: Works created on or of January 1. 1078.
303. Duration of copyright: Works created bat not published a.. copyrighted

before January 1.. 1978.
304. Duration of copyright: Subsisting copyrights.
305. Dnration of copyright: Terminal date.
§ 301. Preemption with respect to other laws

(a) On and after January 1, 1978, all legal or equitable rights that
are equivalent to any of the exclusive rights within the general scope
of copyright as specified by section 106 in works of authorship that
are fixed in a tangible medium of expression and come within the sub-
ject matter of copyright as specified by sections 102 and 103, whether
created before or after that date and whether published or unpub-
lished, are governed exclusively by this title. Thereafter, no person is
entitled to any such right or equivalent right in any such work under
the common law or statutes of any State.

(b) Nothing in this title annuls or limits any rights or remedies
under the common kw or statutes of any State with respect to

(1) subject matter that does not come within the subject mat-
ter of copyright as specified by sections 102 a-id 103, including
works of authorship not fixed in any tangible medium of expres-
sion; or

(2) any cause of action arising from undertakings commenced
before January 1, 1378; or

(3) activities violating legal or equitable rights that are not
equ'Yalent to any of the exclusive rights within the general scope
of 2opyright as specified by section 106.

(c) With respect to sound recordings fixed before .run ry 15,
19. any rights or remedies under the common law .utes of any
State shall not be annulled or limited by this title unt...."ebruary 15,
2047. The preemptive provisions of subsection (a) shall apply to any
such rights and remedies pertaining to any cause of action arising
from undertakings commenced on and after February 15, 2047. Not-
withstanding the provisions of section 303, no sound recording fixed
before February 15, 1972, shall be subject to copyright under this
title before, on, or after February 15, 2047.

(d) Nothing in this title annuls or limits any rights or remedies
under any other Federal statute.
§ 302. Duration of copyright: Works created on or after Jan-

uary 1,1978
(a) IN GENERAL Copyright in a work created on or after Janu-

ary 1, 1978, subsists from its creation and, except as provided by the
following subsections, endures for a term consisting of the life of the
author and fifty years after the author's death.

(b) JOINT WORKS.in the case of a joint work prepared by two
or more authors who did not work for hire, the copyright endures for
a term consisting of the life of the last surviving author and fifty
years after such last surviving author's death.

(c) ANONYMOUS WORKS, PSEUDONYMOUS WORKS, AND WORKS Kum
von FirmIn the case of an anonymous work, pseudonymous work,
or a work made for hire, the copyright endures for a term of seventy-
five years from the year of its first publication, or a term of one hun-
dred years from the year of its creation, whichever expires first. If,
before the end of such term, the identity of one* or more of the
authors of an anonymous or pseudonymous work is revealed in the
records of a registration made for that work ui.der subsections (a)
or (d) of section 408, or in the records provided by this subsection,
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the copyright in the work endures for the term specified by subsection
(a) or (b), based on the life of the author or authors whose identity
has been resealed. Any person having an interest in the copyright.
in an anonymous or pseudonymous work may at any time record, in
records to be maintained by the Copyright Office for that purpose, a
statement. identifying one or more authors of the work; the statement
shall also identify the person filing it. the nature of that person's
interest, the source of the information recorded, and the particular
work affected, and shall comply in form and content with require-
ments that the Register of Copyrights shall prescribe by regulation.

(d) REconns REI.A.sNO ro DEATH 01 AUTHORS.Any person having
an Interest in a copyright may at any time record in the Copyright
Office a statement of the date of death of the author of the copy-
righted work, or a statement that the author is still living on a par-
ticular date. The statement shall identify the person filing it., the
nature of that person's interest, ant. the source of the information
recorded, and shall comply in form and content with requirements
that the Register of Copyrights shall prescribe by regulation. The
Register shall maintain current. records of information relating to the
death of authors of copyrighted works, based on such recorded state-
ments and, to the extent the Register considers practicable, on data
contained in any of the records of the Copyright Office or in other
reference sources.

(e) PREstMrrlov \S 70 AUTHOR'S DEATH.After a period of
:eventy-fise years from the year of first publication of a work. or
period of one hundred years from the year of its creation, whiheser
expires first. any person who obtains from the Cops r 'gist Office a certi-
fied report that the mom ds provided by subsection ( d) disclose nothing
to indicate that the author of the work is living, or died le-s than fifty
years before, is entitled to the benefit of a presumption that the author
has been dead for at least fifty year:,. Reliance in good faith upon this
presumption shall be a complete defense to any action for infringe-
ment under this title.
§ 303. Duration of copyright: Works created but not published or

copyrighted before January 1, 1978
Copyright in a work created before January 1,1978, but not thereto-

fore in the public domain or copyrighted, subsists from January 1,
1978. and endures for the term provided by section 302. In no case,
however, shall the term of copyright in such a work expire before
December 31. 2002; and, if the work is published on or before Decem-
ber 31, 2002, the term of copyright shall not expire before
December 31. 2027.
§ 304. Duration of copyright: Subsisting copyrights

(a) COPYRIGHTS IN THEIR FIRST TERM ON JANUARY 1, 1978.Any
copyright, the first term of which is subsisting on January 1.1918, shall
endure for twenty-eight years from the date it was originally secured:
Provided, That in the case of any posthumous work or of any periodi-
cal, cyclopedic. or other composite work upon which the copyright. was
originally secured by the proprietor thereof, or of any work copy-
righted by a corporate body (otherwise than as Essignee or licensee of
the individual author) or by an employer for whom such work is made
for hire, the proprietor of such copyright shall be entitled to a renewal
and extension of the copyright in such work for the further term of
forty-seven years when application for such renewal and extension
;hall have been made to the Copyright Office and duly registered
therein within onL year prior to the expiration of the original term
of copyright: And prowled further, That in the case of any other
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17 USC 305.

respect to any right covered by a tei minated giant is valid
only if it is signed by the same number and proportion of the
owners, in whom the tight has tested under this clause. as are
requited to terminate the grant under clause (2) of this sub-
section. Such further gtat or agreement is effective with
respect to all the persons In whom the rtglit it covers has
vested kinder du., sat:Liu- e. including those t Ito did not Join
in signing it. If any pen dies after rights under a ter-
minated grant have vested in him or her, that person's legal
representatives, legatees, or heirs at law represent him or her
for purposes of this subclause.

(D) A. further grant, or agreement to make a further
grant, of any right covered by a terminated grant is valid
only if it is made after the effective date of the termination.
As an exception, however, an agreement for such a further
grant may be made between the author or any of the persons
provided by the first sentence of clause (6) of this subsection,
or between the pet-sons provided by subclausa (C) of this
clause, and the original grantee or such grantee's successor
in title, after the notice of termination has been served as
provided by clause (4) of this subsection.

(E) Termination of a grant under this subsection affects
only those rights covered by the grant that arise under this
title, and in no way affects rights arising under any other
Federal. State, or foreign laws.

(F) Unlesi and until termination is effected under this sub-
section. the grant. if it does not provide otherwise. continues
in effect for the remainder of the extended renewal term.

§305. Duration of copyright: Terminal date
All terms of copyright provided by sections 302 through 304 run

to the end of the calendar year in which they would otherwise expire.

Chapter 4.COPYRIGHT NOTICE, DEPOSIT, AND
REGISTRATION

See.

401. Notice of copyright : Visually perceptible copies.
402 Notice of copyright : Phonorecurds of sound recordings.
403. Notice of copyright : Publications incorporating United St&tes Government

works.
404. Notice of copyright : Contributio a to collective works.
405 Notice of copyright : Omission of notice.
U. Notice of copyright Error in name or date.
407. Deposit of copies or phonorecords for Library of Congress.
405 Copyright registration in generaL
41$) Applleation for copyright registration.
410 Registration of claim and Issuance of certificate.
411. Registration as prerequisite to infringement suit.
412. Registration as prerequisite tt certain remedies for infringement.

17 USC 401. § 401. Notice of copyright: Visually perceptible copies
(a) GENERAL REQUIRES( EXT.Whenever work protected under

this title is published in the United States or elsewhere by authority
of the copyright owner, a notice of copyright as provided by this
.ection shall be placed on all publicly distributed copies from which
the work can be visually perceived, either directly or with the aid
of a machine or device.

(b) FORK Or NOTICEThe notice appearing on the copies shall
consist of the following three elements:

(1) the symbol © (the letter C in a circle), or the word "Copy-
right", er the abbreviation "Copy. "; and
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(2) the year of first publication of the work; in the case of
compilations or dcrivittil c works incorporating previously pub-
lished material, the year date of first publication of the compel'
Lion or derivative work is sufficient. The year date may be omitted
where a pictorial, graphic, or sculptural work, with accompany ing
text matter, if any, is reproduced in or on greeting cards, post-
cards, stationery, jewelry, dolls, toys, or any useful articles; and

(3) the name of the owner of copyright in the work, or an
abbreviation by which the name can be recognized, or a generally
known alternative designation of the oe ner.

(c) POSMON or Nonce. The notice shall be affixed to the copies
in such manner and location as to give reasonable notice of the claim
of copyright. The Register: of Copyrights shall prescribe by regula-
tion; as examples, specific methods of affixation and positions of the
notice on various types of works that will satisfy this requirement,
but these specifications shall not be considered exhaustive.

§402. Notice of copyright: Phonorecords of sound recorclit,gs
(a) GENERAL REQUIREMENT.Whenever a sound ''cording pro-

tected under this title is published it the United States or elsewhere
by authority of the copyright c.,n , a notice of copyright as provided
by this section shall 6e place all publicly distributed pliono-
recoids of the sound recording.

(b) Form or NOTICE.The notice appearing on the plionorecords
shall consist of the folloe ing three elements:

(1) the symbol ® (the letter P in a circle) ; and
(2) the year of first publication of the sound recording; and
(3) the name of the owner of copyright in the sound lecortling,

or an abbreviation by chicle the name can be recognized, or a
generally known alternative designation of the owner ; if the pro-
ducer of the sound recording is named on the phonorecord labels
or containers, and if no other name appears in conjunction with
the notice, the producer's name shall be considered a part of the
notice.

(c) POSI 1.10N OF Naricz.The notice shall be placed on the surface
of the phonorecord, or on the phonorecord label or container, in such
manner and location as to give reasonable notice of the claim of
copyright.
§403. Notice of copyright: Publications incorporating United

States Government works
Whenever a work is published in copies or phonorecol ds consisting

preponderantly of one or more works of the United States Govern-
ment. the notice of copyright provided by section: 401 or 402 shall
also include a statement identifying, either affirmatively or negatively,
those portions of the copies or phonorecords embodying any work or
works protected under this title.
§ 404. Notice of copyright: Contributions to collective works

(a) A separate contribution to n collective work may bear its own
notice, of copyright. as provided by sections 401 through 403. However,
n single notice applicable to the collective cork as n whole is sufficient
to satisfy the iequirements of sections 401 through 403 with respect to
the separate corm ibutions It contains (not including advertisements
inserted on behalf of persons other than the owner of copyright in
the collective work), regardless of the ownership of copyright in the
contiihot long nod whether or not they have been previously published.

(b) Miele the person named in a single notice npplicable to n
collective work as a e hole is not the °eller of copyright in a separate

17 USC 402

17 USC 403

17 USC 404



90 STAT. 2578 PUBLIC L 94-553OCT. 19, 1976

17 USC 405

17 USC 406

contribution that does not bear its on n notice, the case is go eared by
the provisions of section 40ti(a).
§405. Notice of copyright: Omission of notice

(a) Errt.ur OF OMISSION ON Corrainirr.The omission of the copy-
right notice prescribed by sections 401 through 403 from copies or
phonorecords publicly dist' ibuted b) authority of the copy' fight ner
does not invalidate the copyright in a wm k if

(1) the notice has been omitted from no more than a relatively
small number of copies or phonorecords distributed to the public;
or

(2) registration for the work has been made before or is made
within five years after the publication without notice. and a
reasonable effort. is made to add notice to all copies or phono-
records that are distributed to the public in the United States
after the omission has been discovered; or

(3) the notice has been omitted in violation of an express
requirement in writing that, as a condition of the copyright
owner's authorization of the public distribution of copies or
phonorecords, they bear the prescribed notice.

(b) EFFECT OF OMISSION ON INNOCENT INFRINGERS.Any person
who innocently Infringes a copyright, in reliance upon an authorized
copy or phonorecord from which the copyright notice has been omitted,
incurs no liability for actual or statutory damages under section 504
for any infringing acts committed before receiving actual notice that
registration for the work has been made under section 408, if such
person proves that he or she was misled by the omission of notice. In
a suit for infringement, in such a case the court may allow or disallow
rc.covery of any of the infringer's profits attributable to the infringe-
ment. and may enjoin the continuation of the infringing undertaking
or may require. as a condition or permitting the continuation of the
infringing undertaking, that the infringer pay the copyright owner a
reasonable license fee in an amount and on terms fixed by the court.

(c) REMOV L or Yirrun.1.Protection under this title is not affected
by the removal, destruction, or obliteration of the notice, without the
authorization of the copyright owner, from any publicly distributed
copies or phonorecords.
§406. Notice of copyright: Error in name or date

(a) ERROR IN NAME.Where the person named in the copyright
notice on copies or phonorecords publicly distributed by authority of
the copyright owner is not the owner of copyright, the validity and
ownership of the copyright are not affected. In such a case, however,
any person who innocently begins an undertaking that infringes the
copyright has a complete defense to any action for such infringement
if such person proves that he or she was misled by the notice and
began the undertaking in good faith under a purported transfer or
license from the person named therein, unless before the undertaking
was begun

(1) registration for the work had been made in the name of
the owner of copyright; or

(2) a document executed by the person named in the notice
and showing the ownership of the copyright had been recorded.

The person named in the notice is liable to account to the copyright
owner for all receipts from transfers or licenses purportedly made
under the copyright by the person named in the notice.

(b) ERROR IN Darr--When the year date in the notice on copies or
phonorecords distributed by authority of the copyright owner is
earlier than the year in which publication first occurred, any period

Ii)
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computed from the year of first pul ication under section 302 is to be
icomputed from the year in the notice. Where the year date is more

than one year later than the year in which publication first occurred.
the work is considered to have been published without any notice and
is governed by the provisions of section 405.

(c) OMibsioN or NAME: OR DATE.Where copies or phonorecords
publicly distributed by authority of the copyright owner contain no
name or no date that could reasonably be considered a pal, of the
notice, the work is considered "o have been published without any
notice and is governed by the provisions of section 405.
§ 407. Deposit of copies or phonorecords for Library of Congress 17 USC 407

(a) Except as provided by subsection (c). and subject to the pro-
visions of subsection (e), the owner of copyright or of the exclusive
right of publication in a work published with notice of copyright in
the United States shall deposit, within three months after the date of
such publication

(1) two complete copies of the best edition; or
(2) if the work is a sound recording, two complete phono-

records of the best edition, together wia any printed or other
visually perceptible material published with such phonorecords.

Neither the deposit requirements of this subsection nor the acquisition
provisions of subsection (e) are conditions of copyright protection.

(b) The required copies or phonorecords shall be deposited in the
Copyright Office for the use or disposition of the Library of Congres.
The Register of Copyrights shall. whei_ requested by the depositor
and upon payment of the fee prescribed by section 708, issue a receipt
for the deposit.

(c) Tht. Register of Copyrights may by regulation exempt any Exemption

cat' gories of material from the deposit requirements of this section.
or require deposit of only one copy or phonorecord with respect to any
categories. Such regulations shall provide either for complete exemp-
i ion from the deposit requirements of this section, or for alternative
forms of deposit aimed at providing a satisfactory archival record of
a work without imposing practical or financial hardships on the
depositor. where the individual author is the owner of copyright in
a pictorial, graphic, or sculptural work and (i) less than five copies
of the work -rave been published, or (ii) the work has been published
in a limited edition consisting of numbered copies, the monetary value
of which would make the mandatory deposit of two copies of the best
edition of the work burdensome, unfair, or unreasonable.

(d) At any time after publication of a work as provided by subsec-
tion (a). the Register of Copyrights may make written demand for
the required deposit on any of the persons obligated to make the
deposit under subsection (a). -.aless deposit. is made within three Penalties

months after the demand is received, the person or persons on wli m
the demand u as made are liable

(1) to a fine of not more than $250 for each work; and
(2) to pay into a specially designated fund in the Library of

Congless the total retail price of the copies or phonorecords
demanded, or, if no retail price has been fixed, the reasonable
cost of the Library of Congress of acquiring them; and

(3) to pay a fine of $2.500. in addition to any fine or liability
imposed 'miler clauses (1) and (2). if such person willfully or
repeatedly fails or refuses to comply with such a demand.

(e) With respect to transmission prow nms that have been fixed and Regulations.
transmitted to the public in the United States but have not been pub-
lished, the Register of Copyrights shall, after consulting with the
Librarian of Congress and other interested organizations and officials,

1 11
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INTRODUCTION

The Copyright Act of 1976, Public Law 94-553 (90 Stat.
2541), is a general revision of thecopyright law, Title 17, United
States Code; it becomes fully effective on January 1, 1978. The
new law supersedes theCopyright Actof 1909,.as amended, and is
the first extensive revision of the 1909 law.

Early in 1977 the Register of Copyrights established
in the Copyright Office a Revision Coordinating Committee, chaired
by the Register, to oversee the development and coordination of
plans for implementation of the new law. The Committee recognized
that an important part of this initial preparation was staff training
and it asked Marybeth Peters, Senior Attorney-Adviser, to plan,
organize, and conduct all internal training on the new law as well as
to )rdinate all training activities outside of the Copyright
Office. As a result of her successful execution of the first part of
this assignment, 260 staff members, in 15 sessions of one and one-half
hours each, completed an intensive study of the new law; 125 other
staff members participated a "mini-course". Ms. Peters, who has a
teaching as well as a legal background, prepared all instructional
materials and designed the format for both the short- and long-term
courses.

Because Ms. Peters' instruction was basic and her "lesson
plans" comprehensive, the Copyright Office received repeated requests
for wider dissemination of her instructional materials. The Revision
Coordinating Committee is responding to this demand by publishing
Ms. Peters' guide. This general guide to the Copyright Act of
1976 is not an official summary of the law. It does not attempt to
deal with all of the issues raised by the revision legislation nor
to provide answers to legal questions. It is, however, an extensive
training tool, the text of which follows the language used by Ms.
Peters, with only a change in tense to avoid an appearance of
obsolescence on January 1, 1978.

In developing the lectures and lesson plans, Ms. Peters
relied heavily on the language of the law itself, the legislative
reports, and the various statements of the Register of Copyrights
to the Congress, i.e., the 1961 Re-ort of the'Register, 1965 Supplemental
Report, and the 1975 Second SupplLJental Report. Copies of these
documents may be obtained by writing to the Copyright Office,
Library of Congress, Washington: D.C. 20559. The fee for the
1961 Report of the Register is ;.45 while the fee for the 1965
Supplementary Report is $1.00; there is no charge for the rest
of the material.

THE VIEWS EXPRESSED IN THIS DOCUMENT ARE THOSE OF MS.
PETERS AND DO NOT NECESSARILY REFLECT THE OFFICIAL VIEWS OF EITHER
THE COPYRIGHT OFFICE OR fHE LIBRARY OF CONGRESS.

1 '7'4
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NCURA UNIVERSITY COPYRIGHT POLICIES

Introduction to

UNIVERSITY COPYRIGHT POLICIES

This paper is one unit in a series prepared by the sponsored
program and patent offices at M.I.T. for use in their own professional
development program and in the workshop on intellectual property at the
1984 NCURA annual meeting. The NCURA Committee on Professional Development
is making it available to NCURA members who need a basic understanding of
intellectual property in 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 university research
administrators with only an introduction to the basic concepts of
intellectual property. Those who require a more complete understanding of
the subject will wish to study other materials cited herein or developed
from time to time by such organizations as the Society of University Patent
Administrators, the Licensing Executives Society, the COGR Committee on
Patents, Copyrights and Rights in Data, and the National Association of
College and University Attorneys.

User Feedback

This material is intended to be self-improving. Users are,

therefore, invited to forward comments, suggesti),n 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
Washington, D.C. 20036

Copyright 0 1984 Massachusetts Institute of Technology and
National Council of University Research Administrators
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NCURA UNIVERSITY COPYRIGHT POLICIES

GUIDELINES FOR DEVELOPING COPYRIGHT POLICIES

"Copyrights at Colleges and Universities," a chapter from the NACUBO
Administrative Services, which is reproduced hereafter, was prepared by the
Subcommittee on Patents, Copyrights, and Rights in Data of the NACUBO
Council on Governmental Relations and Revised in 1980 to reflect the
Copyright Revision Act of 1976. Its purpose is to assist colleges and
universities in developing policies and procedures on copyrights.

The Guide suggests that in developing its copyright policies, an
institution consider:

1. Definition of copyrightable materials.

2. Statement of policy concerning disposition
of rights to copyrightable materials within
the framework of the following suggested
categories:

a. Individual Effort (including
institution-assisted)

b. Institution-Supported Efforts

c. Sponsor-Supported Efforts

3. Determination of equities, i.e., income re-
sulting from royalties or assignment of copy-
righted materials in terms of the categories
a 2. above.

4. Copyright Administration.

In order to illustrate the manner in which these elements have been
reflected in university policies, we have ceproduced those of Stanford
University and MIT in this part They have been selected solely because
they illustrate differences in approach which are useful for purposes of
comparison.

The Stanford University policy is a particularly broad and
comprehensive one in that it not only deals with both research and
instructional activities, but also addresses the priminel features of the
Copyright Act and copyright terms, contains guidelines for the application
of the law and of Stanford policy to specific situations and types of
materials, and provides a fairly complete statement of administrative
considerations. It is, in ef2ect, not only a statement of policy and
procedure but also an educational document.

4 17i
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The MIT statement, on the other hand, is more nartou-y drawn. It

focuses primarily on disposition o: rights in terms of the source of
support and spells out its royalty sharing policy. (Discussion of the
copyright law as such, its relation to instructional activities, and its
implementation is contained in separate MIT menoranda and regulations
distributed shortly after the copyright revisions of 1976.

131)
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Copyrights at Colleges and Universities

T he expanding use of new and developing
media in the teaching-learning processes has

involved colleges and universities in a broad, com-
plex spectrum of copyright issues. However, many
institutions do not have adequate statements of
copyright policies and procedures. The academic
community traditionally has been most protective
of the rights of authors' literary, dramatic,
musical, artistic, and other intellectual works.
When these works are original and presented by
the author in a tangible medium of expression,
they are protected b copyrights.

In addition to these traditional works, colleges
and universities are increasingly concerned with
the use of new media that generate or draw on a
wide variety of materials th. nay be protected by
copyright. These include toms, television pro-
grams, cassettes, programmed learning materials,
computer-assisted instruction, and computer pro-
grams. The generation of such materials is often a
joint enterprise involving the ideas and talents of
individual faculty members, the use of institu-
tional facilities and equipment, and in many in-
stances financial support from the institution or
an outside sponsor. As both a generator and a user
of these copyrightable materials, a college or
university may face problems focusing on issues
such as academic freedom, faculty rights, faculty
accountability, release time, teaching credit, spon-
sor requirements, and the determination, of rigl.ts
to copyrightable materials. The income from
royalties for some copyrightable mate' ials can be
significant.

The sponsor supporting a program that
generates copyrightable material may stipulate
specific conditions with respect to copyrights and
royalty income. The U.S. Office of Education, in

Copyright t 1980 NACUBO

outlining its copyright policies in Copyright Pro-
gram Information, 1971, made the following state-
ment: "Universities particularly should establish
written policies setting forth the respective rights of
the university and its staff members in anticipated
copyright royalties."

New curriculums and course materials are being
developed continually for use with new media for
communications and learning. Colleges and univer-
sities will be confronted with increasingly complex
problems relating to copyrights and royalties on
these materials. To protect the rights of the in-
dividua/ a..i the institution it is important that col-
leges and universities develop well-conceived
policies and procedures to govern the determination
of rights to copyrightable materials.

COPYRIGHT CONSIDERATIONS

Scope of the Copyright

Statutory copyright is based on laws enacted by
Congress. The U.S. Constitution gives Congress
the power to enact laws relating to copyrights. Ar-
ticle I, Section 8, states, "Congress shall have
power ... to promote the progress of scienc: lnd
the useful arts, by securing for limited times to
authdrs and inventors the exclusive right to their
respective writings and discoveries." Under this
power, Congress has enacted various laws relating
to copyrights, the most recent being the Copyright
Revision Act of 1976, P.L. 94-553, effective
January I, 1978.

Under current copyright laws, a work tr.dst be
original and fixed in a tangible medium of expres-
sion to be copyrightable; it is not necessary that
the work be novel, as is the case with an invention.
The copyright is applied to the form of expression
rather than to its subject matter. A description of

1 S i
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a machine could be copyrighted as a writing, but
this would only prevent others from copying the
description; it would not prevent others from
writing their own descriptions or from making and
using the machine.

Copyright Transfer

A copyright may be assigned, transferred,
iimited, or licensed by a written agreement signed
by the author or the owner of the copyright.
Unless specified in the agreement, transfer of a
manuscript or a material object does not transfer
the underlying rights to the manuscript. Similarly,
transfer of ownership of a copyrighted work does
not convey any rights in the material object.

Copyright Registration

Copyright protection can be claimed by the
author or those authorized by him or her to assert
this right. Works produced by an individual
employed specifically for their production are nor-
mally copyrightable by the employer as a "work
made for hire" and not by the author-employee.
A copyright is registered by submitting an applica-
tion for registration to the Copyright Office in the
Library of Congress. Registration is a prerequisite
to bringing an action for copyright infringement
and may be done at any time during the term of
copyright, but registration is not a condition of
copyright protection. Copyright registration is ob-
tained by delivering to the Copyright Office (I) the
deposit copy or copies of the work, as required by
the type of copyright protection sought, (2) an ap-
plication in the form prescribed, and (3) a small
fee. The Copyright Office receives the application
and on finding that the material is copyrightable
registers the claim and issues to the applicant a
certificate of registration. Copies that are
deposited without an application and registration
fee will satisfy only the deposit requirements for
the Library of Congress. Forms fa registering
copyrigntable material of several media may be
obtained from: Register of Copyrights, U.S:
Copyright Office, Washington, D.C. 20559.

The revised copyright law (Pub li7 l.aw 94-553,
October 19, 1976) provides pro ztifin to both
published and unpublished works of authors
wittiJut regard to national origin, thereby preemp-
ting common law state copyright.

2

Rights of Copyright Owner

The right of copyright arises when the author
fixes his or her original work in any tangible
medium of expression. While notice is still re-
quired for published works, it is no longer a prere-
quisite to obtaining protection. The owner of a
copyright has the right of reproduction, deriva-
tion, distribution, performance, and public
display.

The 1976 act provides broad guidelines for
determining whether or not the rights of a
copyright owner are subject to fair use, which per-
mits limited use and reproduction for certain pur-
poses. The guidelines of the Congressional Con-
ference Committee should be consulted for
specific examples of minimum fair-use copying.

The owner of a copyrighted sound recording
has the exclusive right to reproduce i , to prepare
derivative works, and to distribute it. This ex-
clusivity does not extend to the right to perform
the work publicly; pending legislation may pro-
vide this right. The new act incorporates the 1972
law on sound recordin3s including the copyright
symbol O.

There is no renewal feature wherein the
copyright reverts to either the author or specified
beneciaries. except for those works already in
their first term prior to January I, 1978. After that
date, the author or heirs may terminate a transfer
made other than by will after 35 years from the
date of the grant by serving written notice within a
five-year period thereafter. if the grant covers the
right of publication, termination may be effected
35 years from the date of publication or 40 years
from the date of the grant, whichever i., shorter.
Such termination may be et t,:ted notwithstand-
ing any agreement to the contrary; the copyright is
divisible and each separate right has the right of
termination. If not so terminated, the grant of
copyright continues in effect for the term of the
copyright.

Works made for hire and derivative works have
no termination rights. Derivative works may con-
tinue to be used but no new derivative work may
be prepared after termination.

Sole or Joint Copyright Ownership. Copyright
ownership may be sole or joint; the intention of
the authc :s determines this. Unless the intention is
to create a unitary whole into which two or more

1 i'Ll 4),
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authors merge their contributions, the works of
more than one author form a collective work. If
there is no express written agreement, the owner
of a copyright in a collective work has rights
limited to the material contributed by the author
of such work and the privilege of reproducing and
distributing the contribution of other authors as
part of the particular collective work or revision of
that work. In the case of a "work for hire," which
is defined as a work prepared by an employee
within the scope of his or her employment or a
commissioned work, the employer is the original
author or owner unless the parties have agreed
otherwise in a written statement.

Duration of Copyright

The duration of copyright is as follows Works
created on or after January I, 1978, exist from
creation and have a duration of life of the author
plus 50 years. if there are joint authors hen dura-
tion is for life of the last survtving autuor plus 50
years. In the case of anonymous works or works
made for hire, the term is 75 years from the year
of first publication, or 100 years from creation,
whichever is shorter

In the case of works already under statutory
protection, the term is 28 years plus 47 years, for a
total of 75 years. Works in their first copyright
term must be renewed in the 28th year. However,
if the copyright was renewed between December
31, 1976 and December 31, 1977, the term is
automatically extended for a total term of 75
years.

Works created prior to January I, 1978, but not
previously published or copyrighted have been ac-
corded protection under the Copyright Act unless
they are already in the public domain. A minimum
duration of copyright is 25 years even though the
same criteria (the life of the author plus 50 years,
etc.) apply.

Although a published copyrighted work still re-
quires notice, the placement of the notice has been
liberalized so that the manner and location will be
considered appropriate if they are within
reasonable view. In addition, omission of the
copyright nonce or error in or omission of name
or date may be corrected within certair. time
limits.

2:6:3

infringement of Copyright

Only the legal or beneficial owner of the
copyright has the right to institute an action for in-
fringement. (Recordation of transfer is a prere-
quisite to bringing an infringemet suit.)
Remedies available include injunctions against
further use; impoundment or destruction of
material, damages and profits; and imposition of
statutory damages in lieu of actual damages and
profits. In the case of a civil suit for recovery of
damages for willful infringement, damages of up
to $50,000 may be awarded. Damage for infringe-
ment may be reduced to $100 in cases where an
employee of a nonpiofit educational institution or
library is involved and where there is no reason to
believe there would be copyright infnngement.
Where the offense of ., iminal infringement or
private gain is proven, fines up to $50,000 and im-
prisonment for not more than two years for subse-
quent offenses may be imposed by the court.
Fraudulent copies together with all usable plates,
etc. are seized by and forfeited to the United
States.

Compulsory Licensing

Chapter 8 of the new act creates the independ-
em Copyright Royalty Tribunal, which is respon-
sible for determining a fair and reasonable royalty
where compulsory licensing is required. Such
areas are noncommercial I ransm, sions of
published musical and graphic works by public
broadcasters, performances of copyrighted music
by jukeboxes, and transmissions of cable televi-
sion.

MAII RIAI S SUlill ( I To Cowl Rion I

Pie following types of material, published or
unpublished, may he subject 10 copyright:

I. Any written works, including books, journal
art;cles, tem, glossaries, bibliographies, s'tl),
guide laboratory manuals, syllabuses, tests,
proposals.

2. Lectures, musical or dramatic compositions,
and unnublished scripts

3. Films, film,,trIps, charts, transparencies, and
other visual aids.

4. Vide., and audio tapes and cassettes

3



2:6:3
Supplement

5. Live video or audio broadcasts.

6. Programmed instruction materials.
7. Computer programs.

8. Pantomimes and choreographic works.

9. Pictorial, graphic, and sculptural works
10. Sound recordings.

I I. Other materials.

Although copyright lay,' does not specifically
mention computer programs, the U.S. Copyright
Office has recognized since 1964 that computer
programs are copyrightable, and numerous pro-
grams have been copyrighted. The National Com-
mission en New Technological Use of
Copyrighteu Works recommended in 1978 that
such recognition be continued.

COPYRIGHT Policy AND PROCEDURES

Colleges and universities recognize and en-
courage the publication of scholarly works as an
inherent part of the educational mission. They
also acknowledge the privilege of college or
university personnel (faculty, staff, and students)
to prepare, through individual initiative. articles,
pamphlets, and books that are copyrighted and
that may generate royalty income for the author.
The vaciet1,/ and number of copyright& !e
materials that may be created in a college or
university community have increased significantly
in recent years as have the author-institution-
sponsor relationships under which such materials
are produced. Many institutions have well-defined
patent policies and procedures, but iew have ade-
quate formal policies governing copyright,.

In setting copyright policy and procedures, an
inslitution should consider the following:

I. Statement of institutional copyright policy.
2. Definition of copyrightable materials.
3. Determination of rights.
4. Determ ation of equities.
5. Copyright administration.

Most colleges and universities will find that
copyrightable materials pose different policy and
procedure problems than inventions do, so that
separate policies and procedures should normally
be adopted fo. copyrights and for patents.
Policies and procedures developed for
copyrightable materials should be consistent with

4

or complementary to established institutional
practices concerning inventions. Care should be
taken to coordinate the copyright and publication
requirements and patent requirements that may
have been previously issued by the sponsoring
agencies.

Statement of Institutional Copyright Policy

An institution seeking to clarify its position on
the rights to and disposition of copyrightable
material should develop a statement of copyright
policy. This statement should be broad and it
should be brief. Administrative procedures should
be separate from the policy statement. The follow-
ing topics may be included in the statement:

1. Recognition of the rights of college or
university personnel (faculty, staff, and students),
on their own individual initiative, to write or
otherwise generate copyrightabl,- materials to
which they have the sole rights of ownership and
disposition.

2. Disposition of rights to those materials
generated as a result of assigned institutional
duties or with support from a third-party sponsor.

3. Definition of royalty-sharing.
4. Description of the administrative body

responsible for interpretation and administration
of the copyright policy.

Definition of Copyrightuble Materials

To guide faculty, staff, and students, an institu-
tion should define the types of copyrightable
material covered by the copyright policy and inter-
pret the provisions that apply to certain kinds of
copyrightable materials. A list of types of
materials is pres,mted on page 3.

Determination of Rights

To determine the disposition of rights to
copyrightable materials developed by college or
university personnel, materials may be assessed
within the framework of the following four
categories:

Individual Effort. Rights to copyrightable
material generated as a result of individ ial in-
itiative, not as a specicic college or university
assignment and with only incidental ese of the in-
stitution's facilities or resources, reside with the
author.
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Institution-Afsisted Individual Effort. Where
the college or university provides partial support
of an individual effort resulting in copyrightable
material by contributing significant faculty time,
facilities, or institutional resources, it is

reasonable to consider joint rights to ownership
and disposition of these materials and a sharing cf
royalty income. A written agreement of joint
ownership should be required. Some colleges or
universities may find it desirable to merge this
category with that 'Individual Effort,"
described above.

Institution-Supported Efforts. Ownership of
copyrightable material specifically developed as a
result of a written assigned college or university
duty may reside with the institution. although
sharing royalty income with the author may be ap-
propriate in certain instances.

Sponsor-Supported Efforts. The grant or con-
tract under which copyrightable materials are
generated may specify provisions for the disposi-
tion of rights in these materials. These provisions
should be determined at the time the agreement is
negotiated. Persons who produce copyrightable
materials under sponsor-s: pported projects
should clearly understand their rights and obliga-
tions and, if so indicated, their agreement should
be obtained before the institution enters into the
contract or grant. Similarly, these persons should
be aware of the appropriate terms and conditions
before the work starts. 6'enerally, the agreement
between tiie sponsor and the i stitution will vest ti-
tle to copyrightable materials in the college or
university, with the sponsor retaining a royalty-
free license for the sponsor's use. In other cir-
cumstances, the agreement may specify that the
materials be placed in the public domain. (Such a
requirement is normally undesirable from the
standpoint of both the institution and the author.)
Or the agreement may assign all rights to the in-
stitution, or may allow the sponsor to retain all
rights. Even in exceptional situations, where the
sponsor retains all rights, sharing of royalty in-
come between the sponsor and the institution may
be appropriate, particularly when the project in-
volves institutional cost sharing. Thus, the nature
and extent of the institution's ownership irterest
in copyrighted materials that are generated

through sponsored programs are subject to
policies and regulations of the sponsor

The author, institution, and sponsor are often
requested to relinquish rights to copyrighted ar-
ticles submitted to scholarly and professional
Journals, many of which are copyrighted. Ad-
vance arrangements should be made with the
publisher if the author, institution, or sponsor is
to retain title or other rights to copyright of the
material.

It is desirable to define in advance the disposi-
tion of rights to copyrightable materials generated
through institution- or sponsor-supported efforts.
The disposition of rights to materials developed
through individual efforts partially assisted by an
institution may prove more difficult to determine,
particularly in advance.

Determination of Equities

The nature and extent of -articipation in in-
come resulting fror .oyalties or assignment of
copyrighted materials can be determined by
following the four categories of ownership
described earlier.

Individual Effort and Institution-Assisted In-
dividual Effort. Income derived from materials
resulting from the individual initiative of college
or university personnel should accrue to the
author alone. However, when these individual ef-
forts are significantly assisted by the use of institu-
tional facilities or resources, the institution and
the author may stipulate some degree of income
sharing.

Institution-Supported Efforts. Where copy-
righted materials Ore generated by a specific,
assigned institutional duty, institutional policy
may specify the college or university a, sole reci-
pient of the derived income. Many institutions
have a royalty-sharing policy on patents, so an in-
stitution may similarly adopt a policy that pro-
vides for the crediting of part or all of the royalty
from copyrightable materials to authors and
academic departments. In some instances the ' 1-
stitution may elect to grant or return copyrights to
the author, even though the institution commis-
sioned the work that generated the copyrightable
materials.

Sponsor-Supported Efforts. If the development
of the copyrighted materials is supported b:,' a

5
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sponsor, the college or university and the author
must adhere to the conditions of the grant or con-
tract. Income derived from copyrighted materials
is handled in accordance with institutional policies
unless special contractual or grant requirements
prevail. In cases where the sponsor requires the
return of part of the income derived from sales of
sponsor-supported materials that are copyrighted,
institutional cost sharing should be considered
together with other factors in determining the
distribution of such royalty income. If the institu-
tion receives all or part of the income derived from
the sale of such sponsor-supported materials, this
income normally would be handled in accordance
with established institutional policies unless
special sponsor requirements prevail.

In determining institutional policy on the
disposition of royalty income, it may be desirable
to consider identifying a portion of the derived in-
come as a reserve to defray costs of future revi-
sions or to implement the adoption of the
copyrighted materials.

It is imperative that the disposition of
copyrights and the royalty income aspects of
institution- or sponsor-supported projects leading
to copyrightable materials be examined
thoroughly at the outset of the project and that a
clear ?nd mutually satisfactory written
understanding be reached among the author, col-
lege or university, and sponsor.

Copyright Administration

It is beneficial for a college or university to
develop well-defined and codified procedures
the governance of copyrightable materials
developed by Its personnel. The president of the
university, or more generally some other ap-
propriately designated authority, has the tOtinate
responsibility for decisions on copyright matters.
It is usually advantageous to delegate responsibili-
ty and authority on copyright matters to an ap-
propriate administrator, such as the institution's
legal counsel, a vice president for research, the
dean of the faculty, or another administrator. The
statement of policies and procedures should define
clearly the responsibilities and authority of the
college or university copyright administrator.
These duties may include providing assistance,
guidance in obtaining a publisher, and other

6

related services on copyright matters to the institu-
tion's personnel.

Adopted procedures should provide for the
copyright administrator, the author, and other
concerned parties to arrive at a mutually accep-
table copyright agreement within the provisions of
the institution's policy. One mechanism fot
negotiation of copyright matters is to use a three-
member panel consisting of the author or the
author's representative, 'he institution's copyright
officer, and a third member agreed on by the first
two. Alternatively, a copyright advisory commit-
tee may prove helpful in evaluating ownership,
disposition, and distribution of royalty income
re-ating to copyrightable materials. Whatever the
procedure for administering copyright matters,
there should be specific provisions for appeal.

College or university procedures may provide
for prior review of all programs expected to
generate copyrightable materials with full or
significant partial support by the university or a
sponsor in order that an advance determination
can be made concerning rights, disposition, and
income distribution. This review is normally ac-
complished by the intended authors, the copyright
officer, and any others designated by institutional
policy. A mutually acceptable advance agreement
covering the determination of rights, disposition,
and income distribution may be an important part
of the project file for those projects producing
copyrightable materials with partial or total sup-
port by the institution or by a sponsor. The ad-
vance agree,iient may be revised as the project
progresses.

Alternatively, an institution may request an an-
nual report from faculty and staff on all
copyrightable material generated during the
reporting period. Those materials developed with
partial or full institutional or sponsor support
should be reviewed by the copyright officer and by
others designated by college or university pro-
cedures to make recommendations on the disposi-
tion of rights to copyrightable material and in-
come participation.

If an institution adopts specific policies and
procedures relative to the rights, disposition, and
income distribution relating to copyrightable
materials, it may be desirable to incorporate
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reference to these prov sions in employment con-
tracts where appropriate.

Faculty and staff should be encourag, : to par-
ticipate in formulating institutional copyright
policies and procedures. Faculty and staff can also
be involved in the governance of copyright matters
to insure that policies and procedures are
equitable and workable. The nature and extent r_s, f
student participation in copyright policies and
procedures may vary with the institution and its
policy on copyrightable material generated by
students.

In designing and implementing institutional
policies and procedures for copyrightable
materials, care must be taken to protect the in-
itiative and rights of individual authors. Similarly,
consideration should be given to copyrightable
work that is the result of a group effort. These
policies and procedures should reasonably insure
the requisite control and accountability by the
university for resources allocated to partial or full
support of university personnel engaged in pro-
ducing copyrightable materials.
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Copyrightable Materials and Other Intellectual Property

This Guide Memo describes Stanford policies and associated administrative procedures for copyright
able materials and other intellectual property. Its objectives are:

To enable the University to foster the free and creative expression and exchange of ideas and
comment;

To preserve traditional University practices and privileges with respect to the publication of
scholarly works;

To establish principles and procedures for sharing income derived from copyrightable material
produced at the University; and

To protelt the University's assets and imprimatur.

Section headings for this Guide Memo are:

1. COPYRIGHT POLICY
2. ADMINISTRATION OF POLICY
3. OTHER INTELLECTUAL PROPERTY
4. TANGIBLE RESEARCH PROPERTY
5. EXPLANATION OF TERMS

1. COPYRIGHT POLICY

a. General Policy Statement Copyright is the ownership and control of the intellectual
property in original works of authorship which is subject to copyright law. It is the policy
of the University that all rights in copyright shall remain with the creator unless the work
is a work for hire (and copyright vests i- the University under copyright law), is supported
by a direct allocation of funds through the University for the pursuit of a specific project, is
commissioned by the University, or is otherwise subject to contractual obligations.

b. Books, Articles, and Similar Works In keeping with traditioi, the University doe.,
not. claim ownership of books, articles. and similar works, the intended purpose of which is to
disseminate the results of academic research or scholarly study. Sum works include those of
students created in the course of their education, such as dissertatio. .,, papers and articles.
Similarly, the University claims no ownership of popular nonfiction, novels, poems, musical
compositions, or other works of artistic imagination which are not institutional works. It
title to copyright in works defined within this section 1.b. vests in the University by law, the
University will, upon request and to the extent consistent with its legal obligations, convey
copyright to the creators of such works.

c. Institutional Works The University shall retain ownership (.4 works created as institu-
tional rather than personal efforts that is, works created for University purposes in the
course of the creator's employment. For instance, work assigned to staff pr,grarnmers is
"work for hire" as defined by law (regardless of whether the work is in the course of spon-
sored research, unsponsored research, or non-research :-..tivities), as is software developed a(
the Cente. for Information Technology or Research Libraries Group, and the University owns
all rights, intellectual and financial, in such works.

(
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d. Scholarly Projects Specifically Funded by Sponsored Agreements or Other Uni-
versity Funds All individuals who participate in sponsored agreements or other evsearch
or scholarly projects specifically supported by University funds must sign an Agreement with
the University (Form SU-18, as amended) under which copyrigt 'ble works resulting from
such projects are assigned to the University except as provided Alder paragraph h. above.
Subject to sections b. and c. above and g. below, and to the provisions of the Agreement.
royalty income received by the University for such works will normally l^ distributed in
accordance with University policy (see section 2.h.iii. below). Copyrightable works may also
be Qubject to the l'ithersity's policies on Tangible. Research Property (see Guide Memo 77).

e. Commissioned Works of Non-employees Under the Copyright. Act., commissioned
works of nn-eiliploees are owned by the creator and not by the commissioning party, unless
there is a written agreement to the contrary. University personnel must, therefore. generally
require contractors to agree in writing that ownership is assigned to the University.

Examples of works which the University may commission non-employees to prepare are:
Illustrations or designs
Art ist is works
Architectural or engineering drawings
Forewords and introductions
Computer software
Reports by consultants or subcontractors

f. Videotaping and Related Classroom Technology Any videotaping, broadcasting, or
televising of classroom, laboratory, or other instruction, and any associated use of computers,
must be approved in advance by the cognizant academic dean (or, in the case of SLAC, by
the Director), who shall determine the conditions under which such activity may occur and,
In conjunction with the Vice Provost and Dean for Graduate Studies and Research, resolve
questions of ownership. distribution and policy.

Contractual Obligations of the University The University in all events shall have
the right to perform its obligations with respect to copyrightable works, data, prototypes
and other intellectual property under any contract, grant, or other arrangement with third
parties, including sponsored research agreements, license agreements and the like.

g.

NOTE: University resources are to be used solely for University purposes and not for personal
gain or pr.sonal commercial advantage, nor for any other non-University purposes.

2. ADMINISTRATION OF POLICY
a. Determinations of Ownership and Policy in Unclear Cases Questions of ownership

or other matters pertaining to materials covered by this Guide Memo shall be resolved by the
cognizant vice president or designee in consultation with the Sponsored Projects Office and
the General Counsel's Office. The Vice Provost and Dean of Graduate Studies and Research
is the designee of the Provost, who is the cognizant vice president for all University research,
scholarship and education,

b. Licensing and Income Sharing
i. Licensing Computer databases, software and firmware, and other copyrightable

works owned by the University, are licensed through its Office of Technology Licensing.
Exceptions to this procedure must be approved in advance by the Vice Provost and Dean
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of Graduate Studies and Research.

ii. Proprietary Protection The Office of Technology Licensing seeks the most
effective means of technology transfer for public use and benefit. To that end, the
Director will determine whether to apply for patent protection in addition to or instead
of copyright with respect to particular software, firmware or other computer-related
copyrightable materials owned by or assigned to the University.

iii. Royalty Distribution If patent protection is being sought, distribution of royalties
will be handled in accordance with the University's Patent Policy (Guide Memo 75). If
copyright protection alone is claimed, royalties will normally be allocated in a similar
manner, with the "inventor's share" allocated among individuals identified by the
Director of the Office of Technology Licensing, in consultation with the principal
investigator (or department head if not under a sponsored agreement), based on their
relative contributions to the work. The Director may, after consu! ation, conclude that.
any royalty distribution to individuals would be impracticable or inequitable, however
(for example, when the copyrightable material has been developed as a laboratory
project, or where individual royalty distribution could distort academic priorities). In
such rases, the Inventor's share" may be allocated to a research or educational account
in tle laboratory where the copyrightable material was developed. Such determination
will be made on a case-by-case basis by the Director of the Office of Technology
Licensing after consultation with the principal investigator or department head, and is
subject to the approval of the Vice Provost and Dean of Graduate Studies and Research.

iv. Assignments No assignment, license or other agreement may be entered with
respect to copyrighted works owned by the University except by an official specifically
authoriz:d to do so.

Questions regarding licensing and royalty-sharing should he addressed to the Office of
Technology Licensing.

c. Use of the University Name in Copyright Notices If copyrightable materials are
published without a copyright notice, the copyright may be lost and the work may enter the
public domain. The following notice on University-owned materials will protect the copyright:

Copyright © [year) The Board of Trustees of The Leland Stanford Junior University. All Rights
Reserved.

No other institutional or departmental name is to be used in the copyright notice, although
the name and address of the department to which readers can direct inquiries may be listed
below the copyright notice. The date in the notice should be the year in which the work is
first published, i.e., distributed tr be public at any sizeable audience.

Additionally, works should be registered with the United States Copyright Office using its
official forms. Forms may be obtained from the General Counsel's Office, to which questions
concerning copyright notices and registration also may be addressed.

d. Copyright Agreements The University may require faculty, staff, students, visiting
scholars aid /or other research participants to sign agreements implementing this Guide
Memo as a condition of employment or as a condition of participation In a sponsored project,
or as may be necessary to comply with the terms of grants or contracts or to establish record
title in the University (see section i.e. above).
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e. Copying of Works Owned by Others Members of the University community are
cautioned to observe the rights of other copyright owners. Contact Oe General Counsel's
Office for University policies pertaining to copying for classroom use. Policies regarding
copying for library purposes may be obtained from the Office of the Director of Libraries.
Que ons should be addressed to the General Counsel's Office.

f. Sponsored Agreements Contracts and grants frequently contain complex provisions
relating to copyright, rights in data, royalties, publication and various categories of material
including proprietary data, computer software, licenses, etc. Questions regarding the specific
terms and conditions of individual contracts ane! grants, or regarding rules, regulations and
statutes applicable to the various government agencies, should be addressed to the Patent and
Copyright Affairs group in the University's Sponsored Projects Office.

Genera! Advice and Assistance The Associate Director for Intellectual Property
Administration in the Sponsored Projects Office, the Director of Technology Licensing, and
staff counsel in the General Counsel's Office are available to advise on questions arising under
this Guide Memo, and to assist with the negotiation and interpretation of the provisions of
proposed formal agreements with third parties.

g.

3. OTHER INTELLECTUAL PRO::ERTY

a. Trade and Service Marks Trade or service marks relating to goods or services
distributed by the University shall be owned by the University. Examples include names and
symbols rsed in conjunction with computer programs or University activities and events.
Consult the Office of Technology Licensing for information about registration, protection,
and use of marks.

b. Patents See Guide Memo 75.

c. Proprietary Information Proprietary information arisir,g out of University work
(e.g., software developed at the Center for Information Technology) shall be owned by the
University.

NOTE: All research involving proprietary information is subject to the University's Policy
Guidelines on Secrecy in Research, adapted by the Academic Senate and reprinted in the
Fziculty Hand000k.

4. TANGIBLE RESEARCH PROPERTY

See Guide Memo 77. The University encourages the prompt and open exchange. for others'
scientific use. of software and firmware resulting from research. A Software Distribution Center
has been established by the Office of Technology Licensing as a mechanism to distribute computer
software efficiently to the largest number of potential users.

5. EXPLANATION 077 TERMS

a. Copyright

i. Copyrightable Works Under the federal copyright law, copyright subsists in
"original works of authorship" which have been fixed in any tangible medium of expres-
sion from which they can be perceived, reproduced, or otherwise communicated, either

191
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directly or with the aid of a machine or device. These works include:

Literary works such as books, journal articles, poems, manuals, memoranda, te:
computer programs, instructional material, databases, bibliographies;

Musical works including any accompanying words;

Dramatic works, including any accompanying music;

Pantomimes and choreographic works (if fixed, as in notation or videotape);

Pictorial, graphic and sculptural works, including photographs, diagrams, sketche
and integrated circuit masks;

Motion pictures and other audiovisual works such as videotapes;

Sound recordings.

ii. Scope of Copyright Protection Copyright protection does not extend to any
idea, process, concept, discovery or the like, but only to the work in which it may be
embodied, illustrated, or explained. For example, a written description of a manufac-
turing process is copyrightable, but the copyright only prevents unauthorized copying of
the description; the process described could be freely copied unless it enjoys some other
protection, such as patent.

Subject to various exceptions and limitations provided for in the copyright law, the
copyright owner has the exclusive right to reproduce the work, prepare derivative works,
distribute copies by sale or otherwise, and display or perform the work publicly. Owner-
ship of copyright is distinct from the ownership of any material object in which the work
may be embodied. For example, if one purchases a videotape, one does not necessarily
obtain the right to make a public showing for profit.

b. Works for Hire "Work for hire" is a legal term defined in the Copyright Act as "a
work prepared by an employee within the scope of his or her employment." This definition
includes works prepared by employees in satisfaction of sponsored agreements between the
University and outside agencies. Certain commissioned works also are works for hire if the
parties so agree in writing. Other examples of works for hire are given in section 1.c.
The employer by law is the "author," and hence the owner, of works for hire for copyrigh'
purposes. Ownership in a work for hire may be relinquished only by an official of th(
University specifically authorized to do so.

c. Other Intellectual Property
i. Trade and Service Marks Trade and service marks are distinctive words or graphic

symbols identifying the LT:me, producer, or distributor of goods or services.
ii. Trade Secrets "Trade secret" is a legal term referring to any information. whetheL

or not copyrightable or patentable, which is not generally known or accessible, and whir!
gives competitive advantage to its owner. Trade secrets are proprietary informatioi,.

iii. Patents See Guide Memo 75.



MASSACHUSETTS INSTITUTE OF TECHNOLOGY

COPYRIGHT POLICY

OBJECTIVES

The copyright policy of the Institute seeks to protect

and promote the traditional academic freedom of the Institute's

faculty, staff, and students in matters of publication; seeks

to balance fairly and reasonably the equitable rights of authors,

sponsors, and the Institute; and attempts to ensure that any

copyrightable material in which the Institute has an equity inter-

est is utilized in a manner consistent with the public interest.

OWNERSHIP AND DISPOSITION OF COPYRIGHTABLE MATERIAL

Copyright ownership and the rights thereof are terms defined

by Federal law. The Institute believes that its copyright policy

objectives will best be attained within the context of the Federal

law by defining the equities of ownership of copyrightable mate-

rial in terms of the follow,lg categories:

A. Copyright ownership of all material (including software but

excluding theses) which is developed in the course of or pursuant

to a sponsored research or other agreement shall be determined in

accordance with the terms of the sponsored research or other agree-

ment, or in the absence of such terms, the copyright shall become

the property of the Institute.

Comment: Normally, research contracts sponsored by the government

provide the government with specified rights in copyrightable
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material developed in the performance of the research. These

rights may consist of title to such data vesting solely in the

government or the reservation of a royalty-free license to the

government, with title vesting in the Institute. In some cases,

the government prohibits any private copyright ownership. Grants

and other types of sponsored research agreements, whether by the

government or by private industry, may, on the other hand, pro-

vide no specific provision concerning rights in such material.

The purpose of this provision (which applies to all academic

and research employees of the Institute) is to ensure that the

Institute will be free to dispose of all such data in a manner

consistent with its obligations to the sponsor and to the public.

In cases where a researcher wishes to publish Category A

material in iournals or other media, Federal law now requires the

written consent of the owner of the copyright. Requests for such

consent, which will normally be routinely provided, should be

addressed to the Patent, Copyright, and Licensing Office.

B. Copyright ownership of all material (including software, but

excluding theses) which is developed with the significant use of

funds, space or facilities administered by_the Institute, inclu-

ding but not limited to classes and laboratory facilities, but

without any M.I.T. obligation to others in connection with such

support shall reside in the Institute.

Comment: The Institute shall exercise its rights in such material

in a manner that will best further M.I.T.'s basic aims as an

educational institution, giving tull consideration to making the

194
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material available to the public on a reasonable and effective

basis, avoiding unnecessary exclusions and restrictions, and

providing adequate recognition of the authors.'

In this respect M.I.T. recognizes and reaffirms the tradi-

tional academic freedom of its faculty and staff to publish freely

without restriction. In keeping with this philosophy, M.I.T. will

neither construe the provision of office or library facilities as

constituting significant use of Institute space or facilities, nor

will it construe the payment of salary from instructional accounts

as constituting significant use of Institute funds, except for

those situations where the funds were paid spedifically to support

the development of such material.

Publications not prepared within the scope of an Institute

employee's duties are excluded from the ownership provisions of

this category. Textbooks developed through the use of classes

are excluded from the provisions of this category, unless such

textbooks were developed using Institute-administered funds paid

specifically to support such textbook development.

All persons who have developed copyrightable material through

the significant use of M.I.T. space, funds, or facilities shall

be required to transfer copyright ownership of such material to

the Institute as a condition of such use.

C. Co vri htable material not within the proVisions of

Categories A and B of this policy shall be the sole property of

the author, except for theses, as discussed below.
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Theses created by students shall be governed by the fol-

lowing provisions:

D. Copyright ownership of theses generated by research which

is performed in whole or in part by the student with financial

support in the form of wages, salaries, stipend or grant from

funds administered br the Institute shall be determined in accor-

dance with the terms of the support agreement, or in the absence

of such terms. shall become the property of the Institute.

E. Copyright ownership of theses generated by research per-

formed in whole or'in part utilizing equipment or facilities pro-

vided to the Institute under conditions that impose copyright

restriction shall be determined in accordance with such restric-

tions.

F. Copyright in theses not within the provisions of

Categories D and E of this policy shall be the property of the

author. However, the student must, as a condition of a degree

award, grant royalty-free permission to the Institute to repro-

duce and blicly distribute copies of the thesis.

As with faculty and research staff, the Institute wishes to

encourage broad dissemination of all such material. Requests for

permission to publish Category D and E theses should be addressed

to the Patent, Copyright, and Licensing Office. (See also

Faculty Regulation 2.71 and the Graduate School Manual.)

COPYRIGHT ROYALTIES

Royalty income received by the Institute through the sale,

licensing, leasing or use of copyrightable material, under

196
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Categories A and B, in which the Irstitute has acquired a pro-

perty interest, will normally be shared with the author and the

department, laboratory or center within the Institute where the

material originated. Authorship shall be determined by the

director of the originating department, laboratory or center.

The gross royalties received by the Institute will usually be

distributed as follows:

1. To the Institute, 60%;

2. To the author(s), a total of:

35% of the first $50,000 in accumulated gross royalties,
25% of the next $50,000 in accumulated gross royalties,
15% of the accumulated gross royalties thereafter;

3. To the originating department, laboratory, or center

within the Institute:

5% of the first $50,000 in accumulated gross royalties,
15% of the next $50,000 in accumulated gross royalties,
25% of the accumulated gross royalties thereafter.

Where, after review, authorship cannot be determined, the

percent share of royalties intended for the author shall be dis-

tributed instead to the originating department, laboratory, or

center. (As used herein, the phrase "originating department,

laboratory or center" means the department, laboratory or center

which administered the funds, space or facilities used in develop-

ing the copyrightable material.)

The Institute reserves the right at its discretion to deduct

from gross royalty income prior to any such distribution, expenses

such as litigation which may be incurred in enforcing or defending

the copyright or in licensing the copyrightable material.

19i
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INVENTION AND COPYRIGHT AGREEMENTS

The policies set forth above constitute an understanding

which is binding on Institute faculty and staff, students, and

others as a condition of their participating in Institute

research programs or their use of funds, space, or facilities.

Where the Institute may have an obligation to assign rights in

inventions or copyrights to a sponsor, or may itself acquire

rights under this policy, it will require a formal invention

and copyright agreement.

September, 1979
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Introduction to

COPYRIGHT CLAUSES IN INDUSTRIAL RESEARCH AGREEMENTS

This paper is one unit in a series prepared by the sponsored
program and patent offices at M.I.T. for use in their own professional
development program and in the workshop on intellectual property at the
1984 NCURA annual meeting. The NCURA Committee on Professional Development
is making it available to NCURA members who need a basic understanding of
intellectual property in 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 university research
administrators with only an introduction to the basic concepts of
intellectual property. Those who require a more complete understanding of
the subject will wish to study other materials cited herein or developed
from time to time by such organizations as the Society of University Patent
Administrators, the Licensing Executives Society, the COGR Committee on
Patents, Copyrights and Rights in Data, and the National Association of
College and University Attorneys.

User Feedback

This material is intended to be self-improving. Users are,

therefore, invited to forward comments, suggestions and new materials for
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National Council of University Research Administrators
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Washington, D.C. 20036
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UNIVERSITY OWNERSHIP OF COPYRIGHTABLE MATERIALS

Most universities appear to have adopted the position that
copyrightable materials generated in the course of sponsored research
projects should be owned by the university with some form of license rights

to the sponsor.

This may reflect concern over maintaining the integrity of the
author's work and ensuring control over the institution's academic
prerogatives with respect to publication and dissemination. It may also

reflect the view that the copyright law is a vehicle for technology
transfer, comparable in many respects to the patent law.

An institutional policy reflecting this philosophy is as follows:

"Introduction: University retains the ownership of, and
copyright in, all copyrightable materials first produced or composed
in the performance of University research agreements, except that a
sponsor is normally entitled to ownership of the physical embodiments
of all such materials which are stipulated in the contract as
deliverables. The sponsor is also normally entitled to a copyright
license in all such materials, as defined below.

"University believes that by retaining such ownership it can
most effectively achieve the objectives of its copyright policy
which, in most respects, parallel the objectives of its patent
policy. These objectives include protecting the public interest,
providing recognition to authors and their department and/or labora-
tory, and supporting University education and research programs with
royalty iucome. Further, retention of copyright ownership by
University will help to minimize conflicts arising from prior or
concurrent Federal sponsorship with respect to rights in data.

"In addition, University believes that the retention of
copyright ownership will insure that the integrity of an author's
work is protected in a way that will be of maximum benefit to the
author, University and the public at large."

4
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LICENSING OPTIONS

Use of all materials for any purpose

Some universities will provide the research sponsor with a royalty-
free, non-exclusive license to use for any purpose --1 copyrightable
materialE generated in the performance of the reser -h. The following
clause is representative:

"Copyrights. Title to and the right to determine the
disposition of any copyrights, or copyrightable materials, first
produced or composed in the performance of the research shall remain
with the university; provided, however, that the university shall
grant the sponsor an irrevocable, royalty-free, nonexclusive license
to reproduce, translate, perform, and distribute for any purpose
whatsoever, all such copyrighted materials."

As set fz.,..th above the basic clause would apply to software
(including computer data bases and supporting documentation). Some

universities, however, exclude software from the operation of the clause,
particularly when the software is not a deliverable under the contract but
an incidental by-product or a tool used for the conduct of the research.

Use of software for sponsor internal purposes only

Because of the technology transfer potential and commercial
possibilities of computer-related materials, some universities as noted
above, differentiate them from other copyrightable material, particularly
if they are not a deliverable but only a by-product of the research, and
license them in a manner similar to patents.

Where this is the case, the sponsor could be granted the right to use
the material for its own internal purposes only, and possibly for the use
of its subsidiaries. As is the case with nonexclusive patent licenses to
sponsors, some universities will grant this right royalty-free, while
others believe that some royalty payment should be made.

The most likely situation in which a royalty would be sought is that
in which the sponsor is dominant in the market, so that the granting of a
royalty-free, non-exclusive license would preclude the university from
licensing the work to others fcr any significant royalties.

Providing the sponsor with a license to copyrightable data bases,
software and documentation may be accomplished by adding a clause such as
the following t' the basic copyright clause:

"...except, however that with respect to copyrightable computer data
bases, software and docmentation, the university shall grant the
sponsor an irrevocable, royalty-free (or royalty-bearing),

5
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non-exclusive license to use, reproduce, translate, display and
perform such copyrightable materials for the internal purposes of the
sponsor and of the sponsor's subsidiaries, but not including the
right to sell, distribute or license the materials to others, either
independently or in conjunction with the sale of hardware or other
software."

As stated, the sponsor in this case would have the right to use the

software in connection with product design, manufacturing processes, etc.,
but would not have the right to sell the software outright as a product,
license it to others, or use it as part of hardware or other software
products which it sells. The university, therefore, is free to license the
software out of ite portfolio to others for royalties.

Non-exclusive license to distribute and sublicense

In the previous section, we have discussed licensing the sponsor for
internal operations only and reserving the right to license third prties.

Some industrial sponsors, however, may wish to receive a license
which permits them to sell and to distribute the copyrighted material
either by itself cr in conjunction with sponsor's hardware, and/or to
sublicense others for the same purposes, or to use the material in
consulting services normally offered to the public. Licenses for this type
of activity would be granted to the sponsor on t,,rms and conditions,
ircluding reasonable royalty rates, to be negotiated.

It should be noted that the licensing of such materials on a
non-exclusive basis with the right to sublicense differs from patent
licensing in which the right to sublicense is normally granted only in
connection with exclusive licenses.

Where it is appropriate to grant the sponsor a royalty-bearing
non-exclusive license to use copyrighted software and related material in
that part of its business offered to the public, or in conjunction with its
products, this may be accompl'shed by adding a clause such as the following
to the basic copyright clause:

"...except, however, that with respect to
copyrightable data bases, software and documentation, the university
shall grant to the sponsor a non-exclusive, royalty-bearing right to
use, reproduce, translate, display, perform, distribute, sell and
sublicense commercially for any purposes whatsoever, such materials
at such royalty rates and upon such other terms and condition as may
be negotiated in good faith by he parties."

Exclusive licenses

Exclusive licenses to computer data bases, software, and documenta-
tion are less commonly granted to sponsors than exclusive licenses for
patents, and are more likely to be found where the university is licensing
a software company to manage, maintain, distribute and sublicense its
software commercially. Under an exclusive license, due diligence require

6
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ments, performance milestones, and minimum annual royalties are likely to
be included in the same manner as with exclusive patent licerses.

Derivative works

In Unit 6 of this series we reviewed the subject matter of
copyrights, including Section 103 of the Copyright Act, which deals with
compilations and derivative works.

The right to prepare derivative works is one of the copyright owner's
basic rights under the Act and may be specifically conveyed if the
university wishes. It greatly enhances the value of the license right
granted to the sponsor by allowing the sponsor to write new software based
on the original work which is the subject of the license.

Permitting a sponsor to prepare derivative works to software licensed
only for internal operations is of some value and is often included in the
sponsor's licensing rights. It is of greatest value, however, to a sponsor
that wishes to adapt software for a particular piece of equipment which it
manufactures or :tells, or to a sponsor that J.! in the business of enhancing
basic software 30 that it may be used by a broader customer base.

Since the writing of derivative works may dilute the value and
integrity of the original work, the university may wish to give careful
consideration before granting this right to the sponsor and appropriately
reflect it in the license fee or royalty rates established.

In the clauses cited in the previous two sections, the right to
prepare derivative works can be granted by adding the following phrase to
the list of rights granted:

"...including the right to prepare derivative works,"

Option agreements

The copyright clauses cited above refer simply to the granting of a
license, or to the granting of a license at reasonable royalties and on
terms to be negotiated. This is also common in patent clauses.

Some sponsors will wish, however, to know in more detail w'..c the
rates and terms may be. In some cases they may ask I __. a standard
university copyright licensing agreement, which may satisfy such sponso.s
without the need for further contractual language to specify rates and
terms. In some cases, as in patents, they may wish the principal terms of
the software license to be defined in the contract.

Another approach in use at a few universities is to actually
negotiate an option to acquire a license and sign the option agreement at
the same time as the research contract. The option agreement spells out
the nature of the option right and license, and the terms and conditions
which will apply, to the extent that is feasible prior to identifying the
copyrightable material. Where this approach is used, the following clause
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111/
is typical and the option agreement would cover the specifics:

"Copyright. (a) Copyright in materials, including computer
software, created or fixed in a tangible medium of expression
during the p--cormance of the work funded under this Agreement
shall vest in she University. To the extent that the University
has the legal right to do so, University shall grant sponsor an
option to license the materials on reasonable terms and
conditions, including reasonable royalties, as the parties shall
mutually agree in writing."

Some universities which treat research contracts as public documents
except for business details, such as royalty-rates, prefer to cover such
details in a separate option agreement.

8
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Introduction to

SOFTWARE LICENSING AGREEMENTS

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

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

Other Guidance

This series is intended to provide university research
administrators with only an introduction to the basic concepts of
intellectual property. Those who require a more complete understanding of
tv. subject will wish to study other materials cited herein or developed
from time to time by such organizations as the Society of University Patent
Administrators, the Licensing Executives Society, the COGR Committee on
Patents, Copyrights and Rights in Data, and the National Association of
College and 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
Washington, D.C. 20036

Copyright p 1984 Massachusetts Institute of Technology and
National Council of University Research Administrators
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SOFTWARE LICENSING AGREEMENTS

The most common type of copyright licensing resulting from sponsored
research programs involves computer software, including data bases and
documentation.

Much of this licensing will be from the so-called "portfolio," i.e.,
those copyrightable works, resulting from the university's research and
educational programs, which are available for licensing to any qualified
licensee and may be marketed by the university or by a software house or
similar organization on the university's behalf. Licenses are of various
types. Some run directly to the end user, some to a software house for
licensing to others, and some may be to distributors.

For the purposes of this introductory course, we will be primarily
concerned with the type of license granted to a research sponsor as part of
contract negotiations. The sample agreement we will refer to, however,
will be identical in many respects to the licenses which would be granted
to third parties out of the portfolio under like circumstances.

University research administrators should be aware, of course, that
there is a broad range of copyright and other forms of licensing which may
result from university activities, including the following:

Licensing of literary works, such as textbooks
Videotapes, instructional materials and courses
Trademarks and LOGOs

4
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NON-EXCLUSIVE LICENSE TO A RESEARCH SPONSOR

Sample Agreement - Commentary

The essential provisions of a non-exclusive software license to a
research sponsor are outlined below. They are illustrated in the attached

sample agreement which is one of several types in use at MIT.

PARTIES

As in all agreements, the parties must be identified by name and
place of business and by their "hereafter referred to as..." designation,
such as Licensor and Licensee.

RECITALS

The recitals (i.e., the Whereases) help to identify and characterize
the type of license and the general nature of the agreement at the outset.
In some cases, the recitals are also used to identify the data base,

software and other material to be licensed. More commonly, these are
detailed in a separate provision with a title such as "Licensed Materials."
It may also be helpful in some circumstances to attach a complete list of
all the documentation and other materials to be provided as an Appendix so
that there is no question later as to the completeness of the transfer.

ARTICLES

1. LICENSZ RIGHTS

As discussed in Part III, Section 1., the agreement must clearly
specify the type of license, whether exclusive or non-exclusive, and the
rights granted, and may also list the rights specifically excluded.

The right to prepare derivative works as also discussed in Part III,

where we noted that it is of greatest value to a sponsor that may wish to
modify the software to adapt it to specific computer equipment or increase
the general utility of the software.

2. TERM

Term of the license should be specified in precise language. The

license granted may be perpetual, i.e., for the life of the copyright.
However, it is highly doubtful that any software program would have a

useful life of that length. It is more common to provide for a specific

5
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license term such as five years, ten years, etc., or, as the sample
agreement provides, such term may be set out as running automatically from
year to year unless terminated. Given the uncertain commercial life of
software, the self-renewing term offers the most flexibility to meet the
changing commercial markets.

3. ROYALTIES

The payment of royalties can take many forms and choosing the one
most appropriate to the particular transaction is primarily a business
decision. In many cases, especially when the license granted is for end
use only, the licensing fee is a one-time, up-front payment. In other
cases, as where the software will be distributed by the licensee, a running
royalty based on the net sales price of the software being licensed is
combined with an initial up-front payment. In the sample agreement, a
running royalty combined with an initial down payment is used. The initial
payment may or may not be used as a credit against royalties, depending on
negotiations. In those situations where a combination of initial payment
and running royalties is used, the initial payment is considerably less
than the fee expected when the license is to be fully paid-up without any
running royalty. Further, the concept of a minimum annual royalty may be
useful as a method of ensuring that the licensee has an incentive for
performing under the agreement, pAd is used particularly in exclusive
software licenses in lieu of performance milestones.

4. DELIVERY OF MATEkIALS

It is important that the material^ to be delivered under the license
are clearly identified so that there is no question that the transfer has
been completed and the licensor's obligations fully met. If the subject
matter of the license has been detailed in an appendix to the agreement,
the materials to be delivered can usually be specified by reference to it,
with additions or deletions, if any. Otherwise an appendix can be added.

This clause in the sample agreement includes a provision requiring
the licensee to take care that the copyright notatirn is retained on all
copies of the material licensed which are made by the licensee. In
addition, it is helpful to the licensee for the licensor to specifically
address the content of the copyright notice and the requirements for
placement of the notice. This can best be done in an appendix such as th?t
included as Appendix B to the sample agreement.

The "Delivery" clause normally stipulates that the licensor provides
the material on an "as is" basis and that licensor is not required to test
or perform any debugging. In the sample agreement MIT does agree to
provide on-site installation assistance at its discretion and at licensee's
expense. This clause may be expanded to provide other minimum assistance
as the program developers deem necessary.

Acceptance Testing: Although not included in the sample agreement, a
clause is sometimes used which allows a period for acceptance testing. If
it turns out that the program is not suitable in practice for the
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licensee's purposes, licensee can terminate the license by reimbursing the

licensor's out-of-pocket costs. A clause of this type might read as

follows:

"Licensee may conduct acceptance 'rests of the Program during
the thirty (30) days following delivery of the Program by Licensor.
During this acceptance period, Licensee may terminate this Agreement
if Licensee finds that the Program is not suitable for Licensee's

purposes. Upon such termination, Licensee shall immediately return

the Program and its manuals to Licensor at no cost to Licensor, and
shall reimburse Licensor for those costs incurred by it in
reproducing and delivering the Program and accompanying materials to

Licensee. Upon receipt of the Program and Manuals, Licensor shall
refund to Licensee any initial license fee which may have been paid

by Licensee."

5. CORRECTIONS

The sample license agreement contains a provision under which the
Licensor agrees to use its best efforts to correct malfunctions resulting
from errors which are internal to the code, since errors of that type obvi-
ously limit the ability of the program to serve its intended purpose. The

Licensor does not, however, agree to modify the program to serve purposes
or provide features not intended in the program as delivered.

6. REPORTS AND RECORDS

This clause clearly states the licensee's obligations to maintain
records of transactions on which royalties are due. It also provides for

an inspection of records by the licensor.

The second part of the clause specifies a semi-annual report of
transactions and payment of royalties due.

7. WARRANTIES

A clause should be included in every agreement, such as the one in
the sample agreement, to the effect that no warranty of any kind, express
or implied, is provided. Warranty clauses vary quite widely, and in some

of them a limited warranty may in fact be included. Because of certain
legal decisions, it is considered necessary by many lawyers that the
warranty disclaimer be in capital letters to be legally valid and binding.

8. LIMITATION OF LIABILITY

A limitation of liability provision is frequently included, such As
the one in the sample agreement, so that the Licensor is not liable for
problems arising due to use of program by the licensee or its distributees

at a later date. As with warranties, there are variations in such clauses,

7
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and some Licensors accept limited liability where it results directly from
acts solely under the control of the Licensor, as', for example, when the
licensed software infringes the copyright of a third party.

9. TERMINATION

A termination clause should be included in all software licenses

where a licensee may breach its obligations under the license, especially
with regard to royalties, the copyright notice requirement, or
non-distribution. The termination clause should provide for a notice and
cure period for breach; termination in the case of bankruptcy, and in the
case of a non-exclusive license, termination at will for a licensee that no

longer has use for the licensed program.

10. EFFECTS OF TERMINATION

It is important to enumerate the steps to be taken to wind up the
licensee's licensing rights. The licensor should require written
assurances that all copies of the software in the licensee's possession
have been destroyed except for a single copy which, under the copyright
law, may be retained by the licensee for archival purposes. It should also
be clearly stated that the licensee's sublicenseea should have continued
use of the software despite termination of the license to the licensee.

11. NON-USE OF NAMES

This clause is self-explanatory and is normally included for the same
reasons that it is included in research contracts.

OTHER CLAUSES (12 and 13)

The remaining clauses are the housekeeping and administrative clauses
which parallel those normally contained in any research contract under such
headings as:

Notices, addresses Severability
Governing law Assignability
Entire agreement Waiver of rights
Modifications

214
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SOFTWARE LICENSE AGREEMENT

This Agreement, made and entered into this day of

, 19_, (the Effective Date) by and between the

MASSACHUSETTS INSTITUTE OF TECHNOLOGY, a corporation duly organized and

existing under the laws of the Commonwealth of Massachusetts and having a

principal office at 77 Masschusetts Avenue, Cambridge, Massachusetts

02139 U.S.A. (hereinafter referred to as M.I.T.) and

a corporation organized under the laws of

and having a principal office at (hereinafter

referred to as LICENSEE).

WHEREAS, M.I.T. is the owner of certain rights, title and interest in

the computer program and related documentation, entitled "

(as set forth in Exhibit A and hereinafter referred to as the "Program")

and has procured copyright therefor and has the right to grant licenses to

reproduce and distribute the Program and wishes to have the Program

utilized in the public interest; and

WHEREAS, LICENSEE wishes to obtain a nonexclusive right and license

to copy and use the Program upon the terms and conditions hereinafter set

forth.

NOW, THEREFORE, in consideration of the foregoing and of the mutual

covenants, terms and conditions herein contained, the parties agree as

follows:

1. LICENSE

M.I.T. hereby grants to LICENSEE nonexclusive, nontransferable

(except as hereinafter set forth), worldwide rights to use, reproduce,

display, perform and distribute the Program by sale, lease or sublicense

for end -use (hereinafter called "RIGHTS GRANTED").

2. TERM

The term of this Agreement shall be for one (1) year from the

Effective Date and shall be automatically renewed from year to year

thereafter, unless sooner terminated under the provisions of Paragraph 8

hereof.

3. ROYALTIES

In consideration of the RIGHTS GRANTED herein, LICENSEE shall pay to

M.I.T., in accordance with the following schedule:
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A. An Initial Payment

Upon execution of two copies of this Agreement, LICENSEE shall
pay to M.I.T. the sum of $ , which payment shall be deemed
earned, but which shall be credited against future royalties
arising pursuant to Paragraph 2.B below.

B. Royalty Payments

LICENSEE shall pay M.I.T. a royalty of % of the Net Sales
Price of each Program which shall be sold, leased, licensed or
otherwise distributed by LICENSEE.

Net Sales Price shall mean LICENSEE's billings for the Program,
less the sum of the following:

1. Discounts allowed in amounts customary in the trade.

2. Sales, tariff duties and/or use taxes directly imposed and
with reference to particular sales.

3. Outbound transportation prepaid or allowed.

4. Amounts allowed or credited on returns.

4. DELIVERY OF MATERIALS

4.1 Upon execution of two copies of this Agreement and payment by
LICENSEE of the initial payment in accordance with paragraph 3 above,
M.I.T. shall deliver to LICENSEE copy(ies) of the Program as defined

in Exhibit A to this Agreement.

4.2 LICENSEE acknowledges that title to the Program (including
copyright) shall remain with M.I.T. and that any copies of the Program or
portion thereof made by LICENSEE in accordance with the RIGHTS GRANTED
hereunder shall include thereon an M.I.T. copyright notice as set forth in
Exhibit B to this Agreement. Such notice shall be affixed to all copies or
portions thereof in such manner and location as to give reasonable notice
of M.I.T.'s claim of copyright and shall be in conformity with all
applicable regulations of affixation prescribed by the United States
Register of Copyright.

4.3 LICENSEE accepts the above materials on an "as is" basis.
Accordingly, N.I.T. shall not be required to load the Program onto
LICENSEE's volumes, test for proper operatiln, perform any debugging, make
any corrections or otherwise maintain the Program at any time other than
provided under Paragraph 5 hereunder. M.I.T. may, in its sole discretion,
at the request of LICENSEE provide on-site installation assistance so long
as LICENSEE shall bear the cost of all expenses incurred by M.I.T. in
providing such on-site installation assistance.

10216
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5. CORRECTIONS

M.1.T. shall use its best efforts, at no additional cost, to correct
MALFUNCTIONS that arise in that version of the Program delivered to
LICENSEE. MALFUNCTIONS, as used herein, shall mean errors deemed by M.I.T.
.o be internal to t .a Program code licensed hereunder. M.I.T. does not
hereby agree to develop or provide LICENSEE with any updates, enhanced
capabilities or other features not present in the version of the Program
first delivered to LICENSEE under this Agreement.

In addition, LICENSEE specifically agrees the, if any error is
determined by M.I.T. to b 4 user origin, M.I.T. shall be under no
obligation to correct such error.

6. REPORTS AND RECORDS

6.1 LICENSEE shall keep and maintain full, true and accurate books
of account containing all particulars which may be necessary for the
purpose of showing the amount payable to M.I.T. by way of royalty as
aforeseid. Said books shall be kept at LICENSEE'S principal place of
business. Said books and the supporting data shall be available for
inspection, during business hours, upon reasonable notice, by a certified
public accountant designated by M.I.T. and approved by LICENSEE, which
approval shall not be unreasonably withheld, for three (3) years following
the year to which they pertain.

6.2 Within sixty (60) days of March 31 and September 30 of each
calendar year during the license term, LICENSEE shall make to M.I.T. a
royalty report stating the number of copies of the Program which have been
sold, leased, sublicensed for end-use or otherwise distributed during the
preceding six (6) month period and the amount of royalties due. With each
such royalty report, LICENSEE shall pay to M.I.T. the royalties due. If no

royalties shall be due, it shall be so reported

7. WARRANTIES...._

LICENSEE AGREES THAT RIGHTS GRANTED ARE MADE AVAILABLE WITHOUT
WARRANTY OF ANY KIND EXPRESSED OR IMPLIED INCLUDING, BUT NOT LIMITED TO,
THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE, AND FURTHER INCLUDING NO WARRANTY AS TO CONFORMITY WITH WHATEVER
USER MANUALS OR OTHER LITERATURE MAY BE ISSUED FROM TIME TO TIME.

8. LIMITATION OF LIABILITY

LICENSEE agrees that neither M.I.T. nor any of its employees, agents
or contractors shall be liable under any claim, charge, demand, whether in
contract, tort or otherwise, for any and all loss, cost, charge, claim,
demand, fee, expense or damage of any nature or kind arising out of,
connected with, resulting from or sustained as a result of executing this
Agreement or for performing all or any part of this Agreement. In no event
shall M.I.T. be liable for special, direct, indirect or consequential
damages, losses, costs, charges, claims, demands, fees or expenses of any
nature of kind.
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9. TERMINATION

9.1 Upon any material breach of this Agreement by LICENSEE, M.I.T.
shall have the right to terminate this Agreement by giving thirty (30) days
written notice thereof to LICENSEE. Such termination shall become
effective unless LICENSEE shall have cured any such breach prior to the
expiration of said thirty (30) day period.

9.2 If LICENSEE shall become bankrupt or insolvent or shall file a
petition in bankruptcy, or if the business of LICENSEE shall be placed in
the hands of a receiver, assignee or trustee for the benefit of creditors,
whether by the voluntary act of LICENSEE or otherwise, this Agreement
shall automatically terminate.

9.3 LICENSEE shall have the right to terminate this Agreement at any
time upon thirty (30) days notice by certified mail to M.I.T.

10. EFFECTS OF TERMINATION

10.1 Upon termination for any reason, LICENSEE shall provide M.I.T.
with written assurance that the original and all copies of the Program,
including, partial copies in modifications, have been destroyed, except
that, upon prior written authorization from M.I.T., LICENSEE may retain a
copy for archive purposes.

10.2 Termination of this Agreement for whatever reason shall. not be
construed to release either party from any right or obligation that matured
prior to the date of such termination.

10.3 Upon termination of this Agreement for any reason, the rights
of LICENSEE'S customers to the use and enjorment of the Program in
accorddance with any sublicense granted by LICENSEE pursuant to the
provisions of Paragraph 1 hereof prior to such termination shall not be
abridged or dimin'Ahed in any way so long as LICENSEE shall continue to pay
to M.I.T. any royalties otherwise due on account of such sublicensing.

11. NON-USE OF NAMES

LICENSEE shall not use the name of Nassachusetts Institute of
Technology nor the :Lades of any of its employees nor any adaptation thereof
in any advertising, promotional or sales literature without prior written
consent obtained from M.I.T. in each case.

12. NOTICES AND OTHER COMMUNICATIONS

Any notice, consent, demand or other emunication required or
permitted under this Agreement shall be sufl.,-iently made or given on the
date of mailing if in writing and sent to sch party by registered or
certified mail, postagne prepaid, addressed to it at its address below or
as it shall designate by wirtten notice given to the other party:

12
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In the case of M.I.T.:

Patent and Copyright Office
Massachusetts Institute of Technology
77 Massachusetts Avenue, Room E19-722

Cambridge Massachusetts 02139

In the case of LICENSEE:

13. MISCELLANEOUS

13.1 This Agreement shall be governed by and construed in accordance
with the laws of the Commonwealth of Massachusetts.

13.2 This instrument contains the entire agreement between the
parties hereto and supersedes all prior agreements with respect to the

subject matter hereof.

13.3 Any mondification of the Agreement to be effective must be in

writing and signed by both parties.

13.4 If one or more of the provisioins of this Agreement shall be
held to be invalid, illegal or unenforceable in any respect, the validity,
legality and enforceability of the remaining provisionms shall not in any
way be affected or impaired thereby.

13.5 This Agreement shallb e binding on the parties and their
succsssors in interest; LICENSEE 'S rights and obligations hereunder shall
not oterhwise be assignable without M.I.T.'s prior written consent.

13.6 The failure of either party to assert a right hereunder or to
insist upon compliance with any terms or condition shall not constitute a
waiver of that right or excuse the subsequent nonperformance of any such
term or condition by the other party.

IN WITNESS WHEREOF, the parties hereto have hereunto set their hands
and seals and duly executed this Agreement the day year first above
written.

Attest: MASSACHUSETTS INSTITUTE OF TECHNOLOGY

Title

Attest:

Title

By

Title

By

Title

13
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APPENDIX

COPYRIGHT NOTICE SPECIFICATIONS

A. LICENSEE and any party licensed or otherwise permitted by !ICENSEE to
reproluce the computer programs and materials licensed hereunder shall
include a notice of copyright on each such reproduction, whether made in
whole or in part and regardless of the form in which made. Said notice of
copyright shall be in accordance with the following specifications.

1. The notice shall appear in the same form and location as it
appears on the copy being reproduced.

B. If no notice appears on the copy (or portion thereof) being
reproduced, a notice shall be placed as follows:

1. The notice shall read:

"Copyright c (date of first publication), Mausachusetts
Institute of Technology

2. The notice shall be positioned:

(a) For printed materials, including documentation -- on the
first title page or, if no title appears on the portion
reproduced, on the first page of such portion.

(b) For computer materials --

(i) on a gummed or other label securely affixed %:o the
copies or to a box, reel, cartridge, cassette or other
container used as a permanent receptacle for the copy, and

(ii) in the body of the machine-readable form in such a
manner that, on visually perceptible printouts, it appears
either with the title or at the end of the work.


