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Development: Intellectual Property Rights
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The U.S. Government’s response to the COVID-19 pandemic has seen an

uptick in federal funding, channeled primarily through the Department of

Health and Human Services (HHS) and the Department of Defense (DoD),

for research and development of vaccines, diagnostics, treatments, and other

medical countermeasures related to the novel coronavirus.1 Over the past 20

months, the Biomedical Advanced Research and Development Authority

(BARDA), which is part of the HHS Office of the Assistant Secretary for Pre-

paredness and Response (ASPR), DoD, and other agencies, have announced

dozens of new or expanded partnerships with industry worth billions of

dollars. With opportunity, however, comes risk. Companies doing business

with the federal government must understand the rules governing intellectual

property (IP) rights under federal funding agreements and plan accordingly.

Failure to do so can have significant negative consequences, especially for

those companies staking their futures on their IP portfolios.2

Government IP rules are complex. The rules vary principally based on the

type of federal funding agreement and on the federal agency that is providing

the funding. Thus, for example, the rules governing the allocation of rights in

technical data or computer software developed under a government procure-

ment contract differ from those governing the allocation of technical data or

computer software developed under a federal grant or cooperative agreement,

just as the rules differ between civilian and defense agencies. Similarly, the

rules governing the parties’ respective rights in inventions developed under a
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procurement contract, grant, or cooperative agreement dif-

fer from those under so-called “other transaction”

agreements.

This BRIEFING PAPER discusses the three basic types of

federal funding agreements and the rules governing the al-

location of IP rights under federal contracts, grants, and

cooperative agreements and other transaction agreements,

while highlighting the principal differences between the

the allocation of rights in technical data and computer

software under defense and civilian agency contracts.

Understanding Federal Funding

Agreements

As an initial matter, it is important to note that govern-

ment IP rules vary based on the type of federal funding

agreement, so understanding the different types of funding

agreements is a critical first step to protecting a company’s

IP. Broadly speaking, there are three types of agreements:

(1) government procurement contracts; (2) grants and co-

operative agreements; and (3) transactions other than

contracts, grants, and cooperative agreements, also known

as “other transaction” (OT) agreements.3

(1) Procurement contracts—Under the Federal Acquisi-

tion Regulation (FAR), the term “contract” has a very

specific meaning. It refers to “a mutually binding legal re-

lationship obligating the seller to furnish the supplies or

services (including construction) and the buyer to pay for

them.”4 The key feature of a procurement contract is that it

is used to acquire goods and services for the direct benefit

or use of the government.5 Government contracts have the

least flexible and most prescriptive rules regarding the al-

location of IP rights. The basic rules governing contracts

are found in the FAR6 and agency supplements thereto

such as the Defense FAR Supplement (DFARS).7

(2) Grants and cooperative agreements—Grants are

awards of financial assistance to accomplish a public

purpose, advance a national objective, address a public

problem, or stimulate a particular activity desired by the

awarding agency.8 Like grants, cooperative agreements

also provide financial assistance to accomplish a public

purpose. Unlike grants, however, cooperative agreements

normally require substantial involvement by the federal

partner in carrying out and achieving the objectives of the

agreement.9 The IP rules for both grants and cooperative

agreements are more flexible and less prescriptive than

those under government contracts. The basic rules govern-

ing grants and cooperative agreements are found in the

Office of Management and Budget’s (OMB’s) Uniform

Administrative Requirements, Cost Principles, and Audit

Requirements for Federal Awards (commonly known as

the “Uniform Guidance”).10

(3) Other transaction agreements—The most flexible

and least prescriptive type of funding agreement is the OT

agreement. OTs are unique funding vehicles used by

certain federal agencies for research and development

purposes.11 As the name suggests, OTs are transactions

other than procurement contracts, grants, or cooperative

agreements. Because federal procurement regulations and

certain procurement statutes do not apply to OTs, OTs are

more attractive to non-traditional government contractors

that are unwilling or unable to comply with federal

procurements rules. OT authority gives agencies the flex-

ibility necessary to develop agreements tailored to a par-

ticular transaction. Congress has granted HHS several OT

authorities for advanced research and development.12 HHS

relied heavily on its OT authorities for Operation Warp

Speed, which was an interagency partnership intended to

produce and deliver 300 million doses of safe and effec-

tive COVID-19 vaccines, with the initial doses available
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by January 2021, and HHS continues to use those authori-

ties to fund COVID-19 related efforts.

Intellectual Property Rights Under

Contracts, Grants, And Cooperative

Agreements

The government IP rules related to the allocation of

rights in inventions and patents are broadly similar for

contracts, grants, and cooperative agreements. The rules,

however, diverge in important ways when it comes to the

allocation of rights in technical data and computer

software.

Patents

For procurement contracts, grants, and cooperative

agreements, the Bayh-Dole University and Small Busi-

ness Patent Procedures Act of 1980 (Bayh-Dole Act), as

amended, generally governs IP rights in inventions stem-

ming from federally funded research.13 Under the Bayh-

Dole Act and its implementing regulations, the contractor

(or grantee/awardee) normally retains title to any inven-

tion “conceived of or first reduced to practice” in the per-

formance of the agreement (known as a “subject inven-

tion”), while the federal agency obtains a nonexclusive,

nontransferable, irrevocable, paid-up license to practice,

or have practiced for or on its behalf, the invention

throughout the world.14 To maintain ownership of a subject

invention, however, the contractor must take certain steps

to disclose the invention to the government, elect title to

the invention, and file patent applications, all within speci-

fied time limits.15 If the contractor fails to disclose, elect

rights to, or file an application for a subject invention in

accordance with the regulations, the contractor must, upon

written request from the federal agency, assign title to the

subject invention to the agency.16 While uncommon, the

government has exercised its rights to take title to an

invention when a contractor fails to fulfill these

requirements.17 The contractor normally will retain a non-

exclusive royalty-free license in each subject invention to

which the Government obtains title, except if the contrac-

tor fails to disclose the invention.18

For foreign companies, it is also important to note that

the Bayh-Dole Act and its implementing regulations

contain a domestic manufacturing preference. This prefer-

ence states that, absent a waiver by the agency, the contrac-

tor shall not grant to any person the exclusive right to use

or sell a subject invention in the United States, unless the

person agrees that any products embodying the subject

invention or produced through the use of the subject inven-

tion will be manufactured substantially in the United

States.19 This, of course, will have significant implications

for how foreign companies structure their manufacturing

operations to meet this requirement.

There are also four circumstances under which the

federal agency has the right to require that the contractor,

an assignee, or exclusive licensee of the subject invention

grant a nonexclusive, partial, or exclusive license to an-

other party. These are known as “march-in rights.” A

federal agency can exercise its march-in rights if it

determines that such action is necessary (1) because the

contractor has not taken, or is not expected to take effec-

tive steps to achieve “practical application” of the subject

invention within a reasonable time; (2) to alleviate health

or safety needs that are not reasonably satisfied by the

contractor, assignee, or their licensees; (3) to meet require-

ments for public use specified by federal regulations where

such requirements are not reasonably satisfied by the

contractor; or (4) because the contractor or licensee of an

exclusive right to use or sell a subject invention in the

United States is in breach of the domestic manufacturing

preference.20 Since the inception of the Bayh-Dole Act,

the government has never exercised its march-in rights.

This, of course, could change in view of the current

pandemic.

The government has unique rights under 28 U.S.C.A.

§ 1498, separate and apart from its march-in rights,

authorizing the government or another party acting on its

behalf to infringe any U.S. patent and limiting the patent

holder’s remedy for infringement to a suit against the

United States in the U.S. Court of Federal Claims for rea-

sonable and entire compensation. The government’s right

to infringe a U.S. patent has been construed as the exercise

of its power of eminent domain.21 It is implemented by the

FAR’s “Authorization and Consent” clause.22

Importantly, under 28 U.S.C.A. § 1498, liability for pa-

tent infringement exists against the United States for any

use or manufacture by the government or by any person or

entity acting on behalf of the government, such as in the

performance of a government contract.23 A government

contractor thus can be shielded from liability for patent in-

fringement when the patent is infringed pursuant to a

government contract with the authorization and consent of
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the government.24 Accordingly, ensuring proper authoriza-

tion and consent for potential acts of infringement is a

crucial exercise for any government contractor.25 An “Au-

thorization and Consent” clause appears in most govern-

ment contracts and generally entitles a contractor both to

use any invention disclosed in a U.S. patent necessary for

the performance of a government contract, and simultane-

ously, to avoid liability for patent infringement.26 Alterna-

tively, depending on the specificity of the contract’s

requirements, authorization and consent may be implied

under certain circumstances.27 Contractors should be

aware, however, that in some cases the government may

require a contractor to reimburse it for liability for patent

infringement arising out of a contract for commercial

products or commercial services.28

Technical Data And Computer Software

The other major categories of IP under federal funding

agreements are technical data and computer software. The

rules regarding the allocation of rights in technical data

and computer software vary in significant but often subtle

ways between government contracts, on one hand, and

grants and cooperative agreements, on the other. They also

vary between defense and civilian agencies.

(1) Defense contracts—DoD policies governing the

acquisition and allocation of rights in technical data and

computer software are found in DFARS Subparts 227.71

and 227.72.29 For commercial technical data—that is,

technical data pertaining to commercial items and pro-

cesses—and commercial computer software, the alloca-

tion of rights is fairly straightforward.30 With certain

exceptions, DoD policy is to acquire only technical data

and rights in technical data customarily provided to the

public with commercial items or processes and com-

mercial computer software under the same licenses cus-

tomarily provided to the public.31 Thus, technical data and

computer software that qualify as commercial have the

greatest protection. Companies should be aware, however,

that DoD agencies generally have adopted a more expan-

sive view of their rights in commercial technical data and

computer software than supported by industry practice,

and in some cases, federal law.

For non-commercial technical data and computer

software, on the other hand, the allocation of rights is

principally defined by the source of funding for the

development of the computer software or the items,

components, or processes to which the technical data

pertains, with the government obtaining the most rights

(“unlimited rights”) in computer software or technical data

pertaining to items, components, or processes developed

exclusively with government funding, the least rights

(“restricted/limited rights”) in computer software or items,

components, or processes developed exclusively at private

expense, and an intermediate level of rights in computer

software or technical data pertaining to items, components,

or processes developed with mixed funding (“government

purpose rights”).32 Notably, under the broadest license—

“unlimited rights”—the government obtains the right,

among other things, to disclose technical data or computer

software “in whole or in part, in any manner, and for any

purposes whatsoever, and to have or authorize others to do

so.”33

The DFARS requires that contractors identify and

properly mark any non-commercial technical data or com-

puter software delivered to the government with less than

unlimited rights. In this regard, the DFARS contains a

specific set of legends for marking technical data and com-

puter software, respectively. Critically, the failure to mark

technical data or computer software or to use the proper

legend for doing so will jeopardize the contractor’s ability

to limit the government’s rights.34 Defense agencies

regularly challenge contractors’ assertions of limited or

restricted rights based on the contractors’ failure to mark

technical data or computer software or to use the pre-

scribed legends.35 Moreover, a failure to mark correctly

also can jeopardize the commercial trade secret status of

the technical data more broadly.36

(2) Civilian agency contracts—The policies and proce-

dures governing the allocation of rights in technical data

and computer software for civilian agencies are found in

FAR Subpart 27.4. Like the DFARS, the FAR generally

distinguishes between commercial and non-commercial

technical data and computer software. In this regard, the

FAR provides that “the Government shall acquire only the

technical data and the rights in that data customarily

provided to the public with a commercial item or pro-

cess,”37 and that the government shall acquire commercial

computer software or commercial computer software

documentation “under licenses customarily provided to

the public to the extent such licenses are consistent with

Federal law and otherwise satisfy the Government’s

needs.”38
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Unlike the DFARS, however, the allocation of rights in

non-commercial data—which includes both technical data

and computer software—is principally based on whether

the data is “first produced in the performance of [the]

contract.”39 The government obtains unlimited rights in

data that is first produced (either with mixed funding or

exclusively with government funds) in the performance of

a civilian agency contract, and limited or restricted rights

in data that is not first produced in the performance of the

contract if such data is delivered to the government with

its consent. Under the FAR, the government expects that

the contractor normally will protect its data qualifying for

limited rights data status and restricted computer software

status by withholding such data from delivery to the

government and delivering form, fit, and function data

instead.40 To the extent the government requires the

contractor to deliver data developed at private expense—

i.e., limited rights data or restricted rights software—as an

exception to the general policy, the contractor must mark

the data with the proper legend.41 As with defense con-

tracts, “[d]ata delivered to the Government without any

restrictive markings shall be deemed to have been fur-

nished with unlimited rights.”42

(3) Grants and cooperative agreements—For grants and

cooperative agreements, the government’s rights in data

and computer software are not predicated on the source of

funding for their development. Rather, the government’s

rights are predicated on whether the data or computer

software is “produced” or “developed” under the federal

grant or agreement.43 The government generally has the

right to obtain, reproduce, publish, or otherwise use the

data produced under a federal award and to authorize oth-

ers to do so for government purposes, while the contractor

retains ownership of the data and the right to copyright

any works.44 The take-away for contractors is to clearly

identify the data that will be developed under their grants

and cooperative agreements, irrespective of the source or

sources of funding used for their development, and to

segregate such data from data produced prior to or sepa-

rately from the federal grant or agreement.

Other Transactions

For OT awards, there is no prescribed method for al-

locating rights in inventions, patents, technical data, or

computer software, meaning allocation of IP rights under

an OT agreement is subject to negotiation between the

federal agency and awardee. The rationale for exempting

OT agreements from the typical IP provisions found in

government contracts, grants, and cooperative agreements

is to promote engagement with non-traditional contractors

that might not be amenable to such provisions. Neverthe-

less, companies should be aware that federal agencies tend

to resort to the more familiar types of IP provisions found

in the FAR and DFARS when negotiating OT agreements.

Conclusion

It bears repeating that government IP rules are complex.

This PAPER provides a high-level overview of those rules

primarily to alert prospective contractors and awardees to

the risks associated with federal funding agreements. As

with many topics, however, the devil is in the details.

Guidelines

These Guidelines are intended to assist you in under-

standing the rules governing IP rights under federal fund-

ing agreements. They are not, however, a substitute for

professional representation in any specific situation.

1. Understand the types of funding opportunities and

agreements that your company is pursuing and the ap-

plicable IP rights provisions for each.

2. Ensure that researchers and scientists maintain re-

cords establishing when inventions are conceived and first

actually reduced to practice in order to delineate between

inventions that are subject to the Bayh-Dole Act and its

implementing regulations and those that are not.

3. Develop policies and procedures for reporting, elect-

ing title to, and filing patent applications for subject inven-

tions under federal grants, cooperative agreements, and

contracts.

4. Establish a clear audit trail for the source of funding

used to develop computer software; the items, compo-

nents, and processes to which technical data pertain; and

technical data that is not related to any items, components,

or processes.

5. Develop policies and procedures for identifying and

properly marking technical data and computer software

that will be developed or delivered under a federal funding

agreement.

6. Educate company personnel on the critical impor-

tance of adhering to the government IP requirements.
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