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policy and objectives of chapter 18 of 
title 35 of the United States Code. 

(iii) It is determined by a Govern-
ment authority which is authorized by 
statute or executive order to conduct 
foreign intelligence or counterintel-
ligence activities that restriction or 
elimination of the right to retain any 
subject invention is necessary to pro-
tect the security of such activities. 

(iv) The contract includes the oper-
ation of a Government-owned, con-
tractor-operated facility of the Depart-
ment of Energy primarily dedicated to 
that Department’s naval nuclear pro-
pulsion or weapons related programs. 

(2) Before using any of the exceptions 
under subparagraph (d)(1) of this sec-
tion in a contract with a small busi-
ness firm or a nonprofit organization 
and before using the exception of sub-
division (d)(1)(ii) of this section for any 
contractor, the agency shall prepare a 
written determination, including a 
statement of facts supporting the de-
termination, that the conditions iden-
tified in the exception exist. A separate 
statement of facts shall be prepared for 
each exceptional circumstances deter-
mination, except that in appropriate 
cases a single determination may apply 
to both a contract and any subcontract 
issued under it, or to any contract to 
which an exception is applicable. In 
cases when subdivision (d)(1)(ii) of this 
section is used, the determination shall 
also include an analysis justifying the 
determination. This analysis should 
address, with specificity, how the alter-
nate provisions will better achieve the 
objectives set forth in 35 U.S.C. 200. For 
contracts with small business firms 
and nonprofit organizations, a copy of 
each determination, statement of facts, 
and, if applicable, analysis shall be 
promptly provided to the contractor or 
offeror along with a notification of its 
appeal rights under 35 U.S.C. 202(b)(4) 
in accordance with 27.304–1(a). In the 
case of small business and nonprofit 
contractors, except for determination 
under subdivision (d)(1)(iii) of this sec-
tion, the agency shall, within 30 days 
after award of a contract, also provide 
copies of each determination, state-
ment of fact, and analysis to the Sec-
retary of Commerce. These shall be 
sent within 30 days after the award of 
the contract to which they pertain. In 

the case of contracts with small busi-
ness concerns, copies will also be sent 
to the Chief Counsel for Advocacy of 
the Small Business Administration. 

(e) For those agencies excepted under 
paragraph (a)(1)(i) of this section, only 
small business firms or non-profit orga-
nizations qulaify for the clause at 
52.227–11. 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 pro-
spective contractor to furnish evidence 
of its status as a nonprofit organiza-
tion. 

(f) Alternates I and II to the clauses 
at 52.227–11, 52.227–12, and 52–227–13, as 
applicable, may be modified to make 
clear that the rights granted to the for-
eign government or international orga-
nization may be for additional rights 
beyond a license or sublicense if so re-
quired by the applicable treaty or 
international agreement. For example, 
in some cases exclusive licenses or 
even assignment of title in the foreign 
country involved might be required. In 
addition, an Alternate may be modified 
to provide for direct licensing by the 
contractor of the foreign government 
or international organization. 

[54 FR 25065, June 12, 1989 and 55 FR 25525, 
June 21, 1990; 62 FR 236, Jan. 2, 1997]

27.304 Procedures.

27.304–1 General. 

(a) Contractor appeals of exceptions. (1) 
In accordance with 35 U.S.C. 202(b)(4), a 
small business firm or nonprofit orga-
nization contractor has the right to an 
administrative review of a determina-
tion to use one of the exceptions at 
27.303(d)(1)(i)–(iv) if the contractor be-
lieves that a determination is either (i) 
contrary to the policies and objectives 
of this subsection or (ii) constitutes an 
abuse of discretion by the agency. Sub-
paragraphs (a) (2) thru (7) of this sub-
section specify the procedures to be 
followed by contractors and agencies in 
such cases. The assertion of such a 
claim by the contractor shall not be 
used as a basis for withholding or de-
laying the award of a contract or for 
suspending performance under an 
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award. However, pending final resolu-
tion of the claim, the contract may be 
issued with the patent rights provision 
proposed by the agency; but should the 
final decision be in favor of the con-
tractor, the contract will be amended 
accordingly and the amendment made 
retroactive to the effective date of the 
contract. 

(2) A contractor may appeal a deter-
mination by providing written notice 
to the agency within 30 working days 
from the time it receives a copy of the 
agency’s determination, or within such 
longer time as an agency may specify 
in its regulations. The contractor’s no-
tice should specifically identify the 
basis for the appeal. 

(3) The appeal shall be decided by the 
head of the agency or designee who is 
at a level above the person who made 
the determination. If the notice raises 
a genuine dispute over the material 
facts, the head of the agency or des-
ignee shall undertake or refer the mat-
ter for fact-finding. 

(4) Fact-finding shall be conducted in 
accordance with procedures established 
by the agency. Such procedures shall 
be as informal as practicable and be 
consistent with principles of funda-
mental fairness. The procedures should 
afford the contractor the opportunity 
to appear with counsel, submit docu-
mentary evidence, present witnesses, 
and confront such persons as the agen-
cy may rely upon. A transcribed record 
shall be made and shall be available at 
cost to the contractor upon request. 
The requirement for a transcribed 
record may be waived by mutual agree-
ment of the contractor and the agency. 

(5) The official conducting the fact-
finding shall prepare or adopt written 
findings of fact and transmit them to 
the head of the agency or designee 
promptly after the conclusion of the 
fact-finding proceeding along with a 
recommended decision. A copy of the 
findings of fact and recommended deci-
sion shall be sent to the contractor by 
registered or certified mail. 

(6) Fact-finding should be completed 
within 45 working days from the date 
the agency receives the contractor’s 
written notice. 

(7) When fact-finding has been con-
ducted, the head of the agency or des-
ignee shall base his or her decision on 

the facts found, together with any ar-
gument submitted by the contractor, 
agency officials, or any other informa-
tion in the administrative record. In 
cases referred for fact-finding, the 
agency head or designee may reject 
only those facts that have been found 
to be clearly erroneous, but must ex-
plicitly state the rejection and indicate 
the basis for the contrary finding. The 
agency head or designee may hear oral 
arguments after fact-finding provided 
that the contractor or contractor’s at-
torney or representative is present and 
given an opportunity to make argu-
ments and rebuttal. The decision of the 
agency head or designee shall be in 
writing and if it is unfavorable to the 
contractor, include an explanation of 
the basis of the decision. The decision 
of the agency or designee shall be made 
within 30 working days after fact-find-
ing or, if there was no fact-finding, 
within 45 working days from the date 
the agency received the contractor’s 
written notice. In accordance with 35 
U.S.C. 203, a small business firm or a 
nonprofit organization contractor ad-
versely affected by a determination 
under this section may, at any time 
within 60 days after the determination 
is issued, file a petition in the United 
States Claims Court, which shall have 
jurisdiction to determine the appeal on 
the record and to affirm, reverse, re-
mand, or modify, as appropriate, the 
determination of the Federal agency. 

(b) Greater rights determination. When-
ever the contract contains the clause 
at 52.227–13, Patent Rights—Acquisi-
tion by the Government, the con-
tractor (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. Re-
quests for greater rights may be grant-
ed if the agency head or designee deter-
mines that the interests of the United 
States and the general public will be 
better served thereby. In making such 
determinations, the agency head or 
designee shall consider at least the fol-
lowing objectives: 

(1) Promoting the utilization of in-
ventions arising from federally-sup-
ported research and development. 
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(2) Ensuring that inventions are used 
in a manner to promote full and open 
competition and free enterprise. 

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

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

(c) 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 or rights by the inventor. Re-
tention of rights by the inventor will 
be subject to the conditions in para-
graph (d) (except subparagraphs (d)(1)), 
(f)(4), and paragraphs (h), (i), and (j) of 
the applicable Patent Rights—Reten-
tion by the Contractor clause. 

(d) Government assignment to con-
tractor of rights in Government employees’ 
inventions. When a Government em-
ployee is a coinventor of an invention 
made under a contract with a small 
business firm or nonprofit organiza-
tion, the agency employing the co-
inventor may transfer or reassign 
whatever right it may acquire in the 
subject invention from its employee to 
the contractor, subject at least to the 
conditions of 35 U.S.C. 202–204. 

(e) Additional requirements. (1) If it is 
desired to have the right to require any 
of the following, when using the clause 
at 52.227–11, Patent Rights—Retention 
by the Contractor (Short Form), 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) listings of 
all subject inventions required to be 
disclosed during the period covered by 
the report. 

(ii) Provide a report prior to the 
closeout of the contract listing all sub-
ject inventions or stating that there 
were none. 

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

(iv) Furnish the Government an ir-
revocable power to inspect and make 
copies of the patent application file 
when a Federal Government employee 
is a coinventor. 

(2) To the extent provided by such 
modification (and automatically under 
the terms of the clauses at 52.227–12, 
Patent Rights—Retention by the Con-
tractor (Long Form), and 52.227–13, Pat-
ent Rights—Acquisition by the Govern-
ment), the contracting officer may re-
quire the contractor to— 

(i) Furnish a copy of each sub-
contract containing a patent rights 
clause (but if a copy of a subcontract is 
furnished under another clause, a du-
plicate shall not be requested under the 
patent rights clause); 

(ii) Submit interim and final inven-
tion reports listing subject inventions 
and notifying the contracting officer of 
all subcontracts awarded for experi-
mental, developmental, or research 
work; 

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

(iv) Submit periodic reports on the 
utilization of a subject invention or on 
efforts at obtaining utilization that are 
being made by the contractor or its li-
censees or assignees. 

(3) The contractor is required to de-
liver to the contracting officer an in-
strument confirmatory of all rights to 
which the Government is entitled and 
to furnish the Government an irrev-
ocable power to inspect and make cop-
ies of the patent application file. Such 
delivery should normally be made 
within 6 months after filing each pat-
ent application, or within 6 months 
after submitting the invention disclo-
sure if the application has been pre-
viously filed. 

(f) Revocation or modification of con-
tractor’s minimum rights. Before revoca-
tion or modification of the contractor’s 
license in accordance with 27.302(i)(2), 
the contracting officer will furnish the 
contractor a written notice of inten-
tion to revoke or modify the license, 
and the contractor will be allowed 30 
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days (or such other time as may be au-
thorized 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 modi-
fied. The contractor has the right to 
appeal, in accordance with applicable 
regulations in 37 CFR part 404 and 
agency licensing regulations, any deci-
sions concerning the revocation or 
modification. 

(g) Exercise of march-in rights. The fol-
lowing procedures shall govern the ex-
ercise of the march-in rights set forth 
in 35 U.S.C. 203, paragraph (j) of the 
Patent Rights—Retention by the Con-
tractor clauses, and subdivision 
(c)(1)(ii) of the Patent Rights—Acquisi-
tion by the Government clause: 

(1) When the agency receives infor-
mation that it believes might warrant 
the exercise of march-in rights, before 
initiating any march-in proceeding in 
accordance with the procedures of sub-
paragraph (g)(2) of this section, it shall 
notify the contractor in writing of the 
information and request informal writ-
ten or oral comments from the con-
tractor. In the absence of any com-
ments from the contractor within 30 
days the agency may, at its discretion, 
initiate the procedures below. If a com-
ment is received, whether or not within 
30 days, then the agency shall, within 
60 days after it receives the comment, 
either initiate the procedures below or 
notify the contractor, in writing, that 
it will not pursue march-in rights 
based on the information about which 
the contractor was notified. 

(2) A march-in proceeding shall be 
initiated 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 and if 
known to the agency, 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 con-
tractor on notice of the facts 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 ex-
clusive licensee of its rights as set 
forth in this section and in any supple-
mental agency regulations or proce-

dures. The determination to exercise 
march-in rights shall be made by the 
head of the agency or designee. 

(3) Within 30 days after the receipt of 
the written notice of march-in, the 
contractor, its assignee or exclusive li-
censee, may submit in person, in writ-
ing, or through a representative infor-
mation or argument in opposition to 
the proposed march-in, including any 
additional specific information which 
raises a genuine dispute over the mate-
rial facts upon which the march-in is 
based. If the information presented 
raises a genuine dispute over the mate-
rial facts, the head of the agency or 
designee shall undertake or refer the 
matter to another official for fact-find-
ing. 

(4) Fact-finding shall be conducted in 
accordance with the procedures estab-
lished by the agency. Such procedures 
shall be as informal as practicable and 
be consistent with principles of funda-
mental fairness. The procedures should 
afford the contractor the opportunity 
to appear with counsel, submit docu-
mentary evidence, present witnesses, 
and confront such persons as the agen-
cy may present. A transcribed record 
shall be made and shall be available at 
cost to the contractor upon request. 
The requirement for a transcribed 
record may be waived by mutual agree-
ment of the contractor and the agency. 
Any portion of the march-in pro-
ceeding, including a fact-finding hear-
ing that involves testimony or evi-
dence relating to the utilization or ef-
forts at obtaining utilization that are 
being made by the contractor, its as-
signee, or licensees shall be closed to 
the public, including potential licens-
ees. In accordance with 35 U.S.C. 
202(c)(5), agencies shall not disclose 
any such information obtained during 
a march-in proceeding to persons out-
side the Government except when such 
release is authorized by the contractor, 
its assignee, or licensee. 

(5) The official conducting the fact-
finding shall prepare or adopt written 
findings of fact and transmit them to 
the head of the agency or designee 
promptly after the conclusion of the 
factfinding proceeding along with a 
recommended determination. A copy of 
the findings of fact shall be sent to the 
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contractor, its assignee, or exclusive li-
censee by registered or certified mail. 
The contractor, its assignee or exclu-
sive licensee, and agency representa-
tives will be given 30 days to submit 
written arguments to the head of the 
agency or designee; and, upon request 
by the contractor, oral arguments will 
be held before the agency head or des-
ignee that will make the final deter-
mination. 

(6) In case in which fact-finding has 
been conducted, the head of the agency 
or designee shall base his or her deter-
mination on the facts found, together 
with any other information and writ-
ten or oral arguments submitted by the 
contractor, its assignee or exclusive li-
censee and agency representatives, and 
any other information in the adminis-
trative record. The consistency of the 
exercise of march-in rights with the 
policy and objectives of 35 U.S.C. 200 
shall also be considered. In cases re-
ferred for fact-finding, the head of the 
agency or designee may reject only 
those facts that have been found to be 
clearly erroneous, but must explicitly 
state the rejection and indicate the 
basis for the contrary finding. Written 
notice of the determination whether 
march-in rights will be exercised shall 
be made by the head of the agency or 
designee and sent to the contractor, its 
assignee, or exclusive licensee, by cer-
tified or registered mail within 90 days 
after the completion of fact-finding or 
90 days after oral arguments, which-
ever is later, or the proceedings will be 
deemed to have been terminated and 
thereafter no march-in based on the 
facts and reasons upon which the pro-
ceeding was initiated may be exercised. 

(7) An agency may, at any time, ter-
minate a march-in proceeding if it is 
satisfied that it does not wish to exer-
cise march-in rights. 

(8) These procedures shall also apply 
to the exercise of march-in rights 
against inventors receiving title to 
subject inventions under 35 U.S.C. 
202(d) and, for that purpose, the term 
contractor, as used herein, shall be 
deemed to include the inventory and 
the term exclusive licensee shall be 
deemed to include partially exclusive 
licensee. 

(9) An agency determination unfavor-
able to the contractor, its assignee, or 

exclusive licensee shall be held in abey-
ance pending the exhaustion of appeals 
or petitions filed under 35 U.S.C. 203(2). 

(h) Licenses and assignments under 
contracts with nonprofit organizations. If 
the contractor is a nonprofit organiza-
tion, 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. 
Rights to a subject invention in the 
United States may not be assigned 
without the approval of the con-
tracting agency, except where such as-
signment is made to an organization 
which has as one of its primary func-
tions the management of inventions 
(provided that such assignee will be 
subject to the same provisions as the 
contractor). 

[54 FR 25066, June 12, 1989 and 55 FR 25525, 
June 21, 1990]

27.304–2 Contracts placed by or for 
other Government agencies. 

The following procedures apply un-
less agency agreements provide other-
wise: 

(a) When a Government agency re-
quests another Government agency to 
award a contract on its behalf, the re-
quest should explain any special cir-
cumstances 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. 
If, however, the request states that a 
clause of the requesting agency is re-
quired (e.g., because of statutory re-
quirements, a deviation, or exceptional 
circumstances) that clause shall be 
used rather than those of this subpart. 

(1) If the request states that an agen-
cy clause is required and the work to 
be performed under the contract is not 
severable and is funded wholly or in 
part by the agency, then that agency 
clause and no other patent rights 
clause shall be included in the con-
tract. 

(2) If the request states that an agen-
cy clause is required, and the work to 
be performed under the contract is sev-
erable and is only in part for the re-
questing agency, then the work which 
is on behalf of the requesting agency 
shall be identified in the contract, and 
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