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Trademarks

Trademarks protect name of service or product
perceived by consumer

 Mark owner has control over design and quality

Who owns the mark where Government and Contractor
are jointly developing the system?

e Contractor builds

« Government designs and uses design with any responsive
bidder

 Ownership should follow quality control.
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Trademarks

No official policy

« Government previously immune to trademark liability — but now
subject to a comprehensive waiver.

 Government never considered itself as commercial entity
having “marks”

No standard FAR clause

* FAR case 1998-018: Explicitly tabled since automatically
conferred ownership without regard for who controls quality,
based on patent rights, data rights presumptions

Nothing spelled out for administrative review
 Not even authority to settle

WINSTON
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Trademarks

Little advantage from contractor standpoint (traditionally)

*  Quality control by government important in providing contractor
iImmunity from tort suit using government contractor defense

 Government contractor defense provides immunity from product defect

suits if contractor can show Government made design choices. Boyle v.
United Technologies Corp., 487 U.S. 500 (1988)

« Trademark assertion by contractor could be admission that tort
Immunity waived

« Do you really want to say you control quality instead of government?

WINSTON
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Trademarks

Increased interest in trademarks

«  Strategic advantage since can use to enjoin government in any district
court

Contractors increasingly using commercial sales in addition to
Government sales

May need explicit contract language for development programs

e  Sui generis for each contract where trademark protection needed

*  Other transactions best match for apportioning

Important to know who is controlling quality and design for each
contract

 Not a problem for commercial items

More difficult in non-commercial items, teaming arrangements
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Trademarks

Agencies have not usually waited for authority and
will review claims

« Would license/cease & desist activity if claim is valid
« No damages authorized to be paid by agency

 Could use Other Transaction authority?
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Trademarks

Issues to be resolved:

. Compensation: no direct mechanism for receiving royalties
«  Might try non-traditional contracts to obtain
— CRADA, Other Transactions, TIAs
« Compensation can be in the form of competition, prestige
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Trademarks

Issues to be resolved:

. Sponsorship
« Trademark/Service Mark means ownership of technology
 Licensed mark means Government associated/approved

— Cannot license like patent
. Enforcement
« How do you get at an infringer who is not a contracting party?

e  Who can sign for mark?

WINSTON
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Subcontractor Unique Rights

Subcontracting becoming larger part of procurement
world

« Teaming agreements

 Fewer prime contractors

*  Prime contractors arrange work through subcontractors
 NASA does for shuttle work

Are special protections for subcontractors necessary?
Yes.

 Otherwise, no privity of contracts between subcontractor and
Government

 Would allow prime to obtain IP rights in subcontract

WINSTON
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Subcontractor-Unigue Rights

Flowdown from Prime: Patents
e FAR52.227-11 through 52.227-13 require flowdown

. Prime required to ensure subcontracts for research & development include patent
rights clause at any tier

Prime not beneficiary, but must ensure reporting performed

*  FAR 27.304-4(c) explicitly prohibits a prime contractor from using “their ability to
award subcontracts as economic leverage to acquire rights for themselves in
inventions resulting from subcontracts.”

« What happens if forget to include?

. Might be read into subcontract to save prime

— 35 U.S.C. 8202 applies to “funding agreements,” which include “any ... subcontract of any
type entered into for the performance of experimental, developmental, or research work under
a funding agreement.”

—  Technical Development Corp. v. United States, 171 USPQ 353 (Cl. Ct. 1971) - Subcontractor a joint
adventurer

*  Arguable that could be read in, but not clear majority view
e  Failure to include represents a breach

* In general, the prime agrees to provide certain rights ... and subcontracting does not
relieve this responsibility
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Subcontractor-Unigue Rights

Flowdown from prime: Trade secrets and copyrights

. Arguably, can be read into subcontract

. FN Manufacturing v. United States, 42 CCF 77,395 (Fed. Cl. Oct. 28, 1998) (relying on minimum
rights required under 10 U.S.C. 2320).

. No clear majority

. FAR and DFARS require prime to obtain rights required by the contract

. FAR 52.227-14: if rights not granted, no subcontract without authorization to deliver restricted
rights/limited rights

. DFARS more generous: 10 U.S.C. §2320 requires primes to flow down protections of clauses for
technical data, computer software clause mirrors technical data

- Rights in Tech Data and Computer Software — Noncommercial
» DFARS 252.227-7013, and -7014

- Validation of Asserted Restrictions
» 252.227-7037 and -7019

- EXCEPT: Not for subcontracts for commercial items
. Prime not beneficiary

. Failure to include or to obtain promised rights represents a breach

. In general, the prime agrees to provide certain rights ... and subcontracting does not relieve this
responsibility

RATRAWN
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Subcontractor-Unigue Rights

Who has the right to use subcontractor patents?

e FAR 52.227-11 through 52.227-13 specifically does not give
prime rights in subject invention, only Government

Who has the right to use subcontractor trade secrets
and copyrights?

« FAR 52.227-14: if rights not granted, no subcontract without
authorization to deliver restricted rights/limited rights

* No statement preventing prime contract from requiring rights

« DFARS more generous: DFARS 252.227-7013 and 7014
require that

—  Prime gets no rights
— Prime cannot demand rights by contract
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About the Speaker

a partner with Winston & Strawn LLP in San Francisco, focuses
his practice on complex intellectual property litigation. He has
substantial experience in the multimedia, computer software,
computer hardware, life sciences and biotechnology, microchip,
and consumer product industries, among others. The author of
25 published articles, Mr. Bloch has particular areas of
specialization in the use of intellectual property in government
contracts, the intersection of intellectual property and antitrust
law, and the litigation of design patents.

A biography and publication list are available online at
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A. Copyrights & Trade Secrets: Non-

Software

® Copyright

Any work of an author

e Protects expression not idea

Very enforceable, but only as to precise work
e Does not affect independent development

e Does not protect (well) against reverse engineering except to
extent reveals trade secrets in violation of license

All development agreements address

Existing works and rights to use

Derivative works (i.e., works including the work)
Assignment of rights

Number of authorized copies and distribution





Copyrights & Trade Secrets: Non-
software (Cont.)

Trade Secrets

- Information Having Value Based On Not Being

Publicly Known

e Not Restricted to Classification
- No need to be fixed, patentable, scientific information

-~ Less Predictable In Enforcement, Still Powerful
e Software

— All Development Agreements Address

e Existing Trade Secrets and Who Has Access
e Rights to Jointly Developed Information





Copyrights & Trade Secrets: Non-
software (Cont.)

In Govt Contracts: combine © and TS license rights jointly
referred to as “rights in technical data” or “computer software
rights”

- Technical data: any recorded information of a scientific or
technical nature

e drawings, reports, blueprints, etc.

—  Computer software:

computer programs (e.g., object code or executable code)
Source code — human readable ... key for modification
Computer databases???

Software Documentation???

— “Databases” — FAR vs. DFARS ... but in the end it's all the same





A. Copyrights & Trade Secrets: Non-
software (Cont.)

e In commercial world, same rights bundle
occur with know how licenses and software
licenses

- Unlike commercial world, there are specific
statutes of which one needs to be aware

e Freedom of Information Act (FOIA)
— If no reasons not to distribute, Government must distribute

e 10 U.S.C. §2320: Unlimited rights in certain technical
data required under procurement contract





A. Copyrights & Trade Secrets: Non-
software (Cont.)

e Typical strategy

- Carve out protected elements as limited
rights/restricted rights

e DoD based: mark delivered products as limited rights or
restricted rights

e Non-DoD: unless delivered as restricted or limited,
withhold delivery of portions





Why Does IP Seem So Hard?

(Example: the DoD model...)

e Traditionally: DoD-unique, and DoD-funded

— Always get all the data, and all the rights, all the time

e 1990's Acq Reform: use commercial & non-
developmental

— Never get the data (or only the fluff), and "no" rights as the rule

e Today: reality is a that it's a MIX of both
- DoD adaptation to commercial/NDI
— Integration of comm/NDI into DoD systems





Why Does IP Seem So Hard?
(Cont.)

e The Essence of IP: any information that has value
- Best known: patents, copyrights, trade secrets, trademarks . . .

e Legally Protected (but limited) "monopoly" power
— The bridge between cool technology and $$$$$

e The IP business model:
— Return on Investment (ROI) ... PLUS Profits Galore
— Selling/Licensing must preserve your exclusive rights
— Cost-spreading/sharing from wide customer base

e The Government procurement business model: 3 Key elements
— competition
— competition
— competition
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A. Copyrights & Trade Secrets: Non-
software (Cont.)

e Strategy developed at time when Large Contractors
Dominated R&D Procurement Market

-~ Due to 28 USC 8§1498: Patents and Copyrights not as
valuable to contractor

e Government defends contractor infringement
e Contractor cannot use patents for procurement advantage

e Success in follow on procurement hinged on trade
secret protection

- Used to enjoin competitors from building spare parts,
production models

—  Circumvent CICA
e Traditional contractor base follows this model
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A. Copyrights & Trade Secrets: Non-
software (Cont.)

e Not Same Model as Exists in Today’s Technology
Marketplace

- Patents and trademarks important to commercial market

- For technical data and computer software, compliance with
terms not engrained in commercial contractor process

- Lack of flexibility in these areas represented stumbling
blocks

e Strong push to get away from standard clauses
- Make friendlier to commercial companies

e Benefits of the standard clauses
- Very well known and understood in community





1. Financing as Affects Rights

e Rights in technical data affected by two
factors

- When developed

- Money used

e Requires separate different fund sources
— Private or IR&D money
-~ Government only money
— Mixed funding (Government & private)

e Unlike patents, which is event driven only

12





1. Financing as Affects Rights (Cont.)

13

Like patents, delivery not required for rights

Can develop report with unlimited rights to
Government, but If not delivered, Government
cannot disseminate

e Later delivery to Government means must separate the
unlimited right data from other delivered data with

restrictions (if any)
— In mean time, still a trade secret

Bell Helicopter, 85-3 BCA 18,415 (ASBCA 1985)
provides good example of how to deliver different
categories of rights not affected by timing of
delivery





2. Pre-Contract Submissions

Are mechanisms which allow submissions
for use In contract evaluation/proposals

Regulated by solicitation IP provisions

e Not always included (especially if for unsolicited
provisions)

Need to be to sure mark properly

e If is solicitation provision, mark accordingly
o

“trade secret,” “not for release” in bold

Want to be sure not released under FOIA or for
Competitive purposes to competitors

If is not solicitation provision, at least mark “proprietary,”

14





Pre-Contract Submissions (Cont.)

Caution: Make sure at least allow contracting officer
to use for evaluating bid and for releasing winning
bid price data

Example: Spotless Janitorial Services, B-295620 (GAO)

(Feb. 18, 2005)

Bid submitted with restrictions on release of proposal

e Did not distinguish which portions proprietary

-~ Winning bids need to have certain data releasable to
unsuccessful bidders (FAR 14.402-1)

— Needed to ensure fairness in awarding contract

e Since not able to read material provisions, bid was deemed
non-responsive and rejected

Lesson: do not over-mark bids and proposals

15





Vehicle Dependent

Standard FAR/DFARS contracting
® Civ: 41 U.S.C. 88 418a & 253d; DoD: 10 U.S.C. 88 2320 & 2321

® FAR Parts 27 and 52.227-14 through 52.227-23

—  Supplements: X27 and X52.227-xx
- DFARS Part 227, and clauses 252.227-7013-7039

®  Contracting for Commercial Iltems
® FAR Part 12 & Supplements

® DFARS 252.227-7015 provides statutory minimum for technical data (not
software)

1 Assistance Instruments — Grants, Cooperative Agreements, TIAs
l. Agency-specific: e.g., DoD uses the DODGARS
iii. CRADA
o 15 USC 83710a
Ilv.  Other Transactions — agency-specific authorities
® 10 U.S.C. 82371 (DOD, DHS)
® 42 U.S.C. §2451(c)(5) (NASA)

16





Standard Contract
Background - DoD’s “IP Guide”

Oftice of the

USD(AT&L) GU|debOOk Under Secretary of Defense

For Acquisition, Technology
and Logistics

Navigating Through
Commercial Waters: Issues
and Solutions When
Negotiating Intellectual
Property With Commercial
Companies

(Ver 1.1, 15 Oct 2001)

See http://www.acqg.osd.mil/dpap/
specificpolicy/intelprop.pdf





FY 2007 National Defense 18
Authorization Act (NDAA)

§ 802 — Additional requirements relating to
technical data rights

(a) Acquisition planning for major weapons
systems
(b) Presumptions regarding development of
major systems





§ 802(a) — Tech Data in Acq Strategies
for Sustainment

e (a) Additional Requirements Relating to Technical Data Rights- Section 2320 of title 10, United
States Code, is amended by adding at the end the following new subsection:

“(e) The Secretary of Defense shall require program managers for major weapon systems and
subsystems of major weapon systems to assess the long-term technical data needs of such
systems and subsystems and establish corresponding acquisition strategies that provide for
technical data rights needed to sustain such systems and subsystems over their life cycle. Such
strategies may include the development of maintenance capabllities within the Department of
Defense or competition for contracts for sustainment of such systems or subsystems. Assessments
and corresponding acquisition strategies developed under this section with respect to a weapon
system or subsystem shall—

(1) be developed before issuance of a contract solicitation for the weapon system or subsystem;

“(2) address the merits of including a priced contract option for the future delivery of technical data that
were not acquired upon initial contract award,;

*(3) address the potential for changes in the sustainment plan over the life cycle of the weapon system
or subsystem; and

“(4) apply to weapon systems and subsystems that are to be supported by performance-based logistics
arrangements as well as to weapons systems and subsystems that are to be supported by other
sustainment approaches.'.
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Section 802(a) of FYO7 NDAA

e THOU SHALT --
— assess the long-term technical data needs for your systems

and

— establish acquisition strategies to get that data you need for life
cycle sustainment

e Thisincludes —
— In-house capabilities
and
— Out-house capabilities — competitive, that is
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Section 802(a) of FYO7 NDAA

e Assessments and corresponding acquisition strategies ... shall—

(1) be developed before issuance of a contract solicitation for the weapon
system or subsystem;

"(2) address the merits of including a priced contract option for the future
delivery of technical data ...not acquired upon initial contract award;

"(3) address the potential for changes in the sustainment plan over the life
cycle of the weapon system or subsystem; and

(4) apply to weapon systems and subsystems that are to be supported
by performance-based logistics arrangements as well as ... by other
sustainment approaches.'.
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§ 802(b) — Presumptions Regarding
Development Funding

e (b) Modification of Presumption of Development Exclusively at Private
Expense- Section 2321(f) of title 10, United States Code, is amended—

(1) by striking "Expense for Commercial ltems Contracts- In' and inserting
"Expense- (1) Except as provided in paragraph (2), in'; and

(2) by adding at the end the following new paragraph:

(2) In the case of a challenge to a use or release restriction that is asserted with
respect to technical data of a contractor or subcontractor (whether or not
under a contract for commercial items) for a major system or a subsystem or
component thereof on the basis that the major system, subsystem or
component was developed exclusively at private expense, the challenge to
the use or release restriction shall be sustained unless information provided
by the contractor or subcontractor demonstrates that the item was
developed exclusively at private expense.'.
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§ 802(c) — Regulatory Implementation

e (Cc) Regulations-

Not later than 180 days after the date of the
enactment of this Act, the Secretary of Defense
shall revise regulations under section 2320 of title
10, United States Code, to implement subsection
(e) of such section (as added by this section),
Including incorporating policy changes developed
under such subsection into Department of
Defense Directive 5000.1 and Department of
Defense Instruction 5000.2.
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§ 802 - DoD Implementation

DODI 5000.02 (12/08/08) -- Encl. 12, T 9

e DFARS 2006-D055, Additional requirements relating to
technical data rights - amended (added) DFARS
207.106(s-70); 227.7103-1(f); 227.7203-1(e).

e DFARS 2007-D003, Modification of presumption of
development exclusively at private expense; not yet
published

e USD(AT&L) Memo, Data Management and Technical
Data Rights, 19 July 2007





DoDI 5000.02 — Encl. 12, Systems
Engineering

9. DATA MANAGEMENT AND TECHNICAL DATA RIGHTS

a. Program Managers for ACAT | and Il programs, regardless of planned sustainment
approach, shall assess the long-term technical data needs of their systems and reflect that
assessment in a Data Management Strategy (DMS). The DMS shall:

(1) Be integrated with other life-cycle sustainment planning and included in the
Acquisition Strategy;

(2) Assess the data required to design, manufacture, and sustain the system, as well as to
support re-competition for production, sustainment, or upgrades; and

(3) Address the merits of including a priced contract option for the future delivery of
technical data and intellectual property rights not acquired upon initial contract award and shall
consider the contractor’s responsibility to verify any assertion of restricted use and release of
data.

b. The DMS shall be approved in the context of the Acquisition Strategy prior to issuing a
contract solicitation.
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Data and Software Basics

e Policy: Acquire only the MINIMUM
— Deliverables ...
— License Rights . . .
. . . hecessary to meet DoD needs!!!

e Commercial — only the "usual" commercial . . .
— Deliverables < except for OMIT, FFF, or mods ...
— License rights < except as otherwise mutually agreed

e Specify the deliverables (priced [option] CLINS)
- NO help from clauses - must be generated for EACH K
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Data & Software basics

Govt can not require Contractors to relinquish certain
minimum rights . . .

e Early Identification & Assertion of Restrictions
— Standard DFARS clause for NONcommercial
- MUST supplement for commercial!!!!

e Definitions are CRITICAL ... do NOT underestimate
e Specialized "validation" process

e Subcontracting issues . . . same rules . . . ~almost privity





Data Deliverable vs. Data Rights

e Govt MUST specify Delivery Requirements
— NO delivery requirements in the clauses

— Well .... Deferred Ordering is nice (DFARS 252.227-7027)

e Specify three aspects for each deliverable (See "Navigating....")

- Content (e.g., level of detail or nature of information)
e Critical: distinguish human-readable source code from machine-readable object/executable code

- Recording/storage format (e.g., image files vs. word processing format)
- Delivery/storage medium (e.g., CD-ROM, or on-line access).

e Defined by
- Specification: CDRLs and DIDs
- Performance-based: data/software necessary for ...
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License Rights in TD & CS

e "Hybrid" license — covers specific activities

- Use; modify; reproduce; perform; display; release or disclose; and
... access? (OKk, this one is a new entry)

e Rights Determined in THREE primary ways

- By negotiation — mutual agreement

- By "default": funding for development; type of deliverable;
commercial technology?; data vs. software

— Commercial Software: use VENDOR’s license as baseline

e Doctrine of Segregability (a.k.a. "divide & conguer"):
- Rights determined at the "lowest practical segregable level"





License Rights in TD & CS

100% Govt Funded - Unlimited Rights (UR)
Mixed Govt-Private - Govt Purpose Rts (GPR)

100% Private - Limited Rights (LR) (for all TD)
Restricted Rights (RR) (for CS)

e Note: Commercial TD ~LR - Presumption of ...Private Expense

BUT — Doctrine of Segregability!!!
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License Rights in TD & CS

(DFARS to the rescue? DFARS 252.227-7013(a)(*))

“Developed”

- Must (i) exist, and (ii) be tested sufficiently to demonstrate...

- Slightly different standard for TD, CP, CS, and CSD
“Developed Exclusively at Private Expense”
“Developed With Mixed Funding”

“Developed Exclusively With Government Funds”

BUT — Doctrine of Segregability!!!
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License Rights in TD & CS

FUNDING for development

100% 100%
Private

Mixxed Govt

<LR Limited Rts (LR) nlimie R
—or= Government Purpose Rights . —

or RR iRestricted Rts (RR) Rights i (Titleor
: (GPR) (UR) : Ownership)

Global Exception: Unlimited Rights for OMIT, FFF, CSD, etc

‘ Government’'s RIGHTS ‘

32
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Negotiating for IP and Beyond

Both license rights and deliverables are negotiable!

Policy: minimum to meet Govt needs
- Butdon’t forget Govt also "needs" reasonable Return on Investments
- Thereis no "free money" in the private model — investors expect return!!

Interest-based negotiations (IBN) techniques
- Position: your default rights (~ also serves as objective criteria and starting point)
- Interest: negotiate up or down to balance parties needs/interests
-~ Figure out how this makes sense ... for them

For Govt: more is not necessarily better —ya get what ya pay for ... and ya pay
for what you get!
- Govt Purpose Rights is usually more than sufficient

The X-Purpose License Model (based on DoD’s “Govt Purpose Rights”)
- How about ... AgencyPR? CommandPR? ProgramPR? DepotMaintPR?
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Standard Contract

e Types of rights

-~ Limited Rights
- Government Purpose Rights (DoD)

- SBIR Rights

-~ Unlimited Rights

- Specially Negotiated License Rights (DoD)






.  Standard Contract
DFARS - Rights in NONcommercial TD & CS

(See the DoD IP Guide -- Navigating ...)
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Table 2-2. Rights' in Noncommercial Computer Saftware (C5) and Technical Data (TD) Covering Noncommercial ftems

Fermitied Uses outsids
Sowvernment

Fermitted Uses within
Government

Applicable to TD

Right= C‘.:ateg-::-ry: or CS7 Criteria for Applying Rights Category

Unlimited Rights Both TD and C5

{(UR)

Development exclusively at Government
expense; also anmy deliverable of certain
types—regardliess of funding.a

Unlimited; no restrictions.

Both TD and C5  |Development with mixed funding."‘ Unlimited; no restrictions. Only for "Government pur-

aposes”. no commercial use.

Government Purposs
Riaghts (GPR]

Limited Right=s (LR} TD only Development excluzively at private ex- Unlimted, except may not Emergency repairfioverhaul;
pense. be used for manufacture evaluation by forsign govern-
ment.
Restricted Righis 5 only Develop ment’ exc usively at private ex- Only one computer at a Emergency repairfoverhaul;

pense. fime; minimum backupg certain service/maintenance

copies. modification. contracis.

(RR)

Fricr Sovernment Both TD and CS |Whenever Government has previously Same as under the previous contract.

Rights

acguired rights in the deliverable TD/CZS

Specifically
Megotiated License
Right= {SHLR)

EBoth TD and C5

Mutual agreement of the parfies; use
whenever the standard rights categories
do not meet both parties’ nesds

Ags negotiated by the parties; howewver
must not be less than LR in TD, and
must not be less than RR in 5.7

Motes:
1. Crrigal Meed o Specfy Deliverables . The standard clauses address rights but do nod include delivery requirements. The contract must explicitly speacify the content. format, and
delivery medium for all |P deliverables that arse necsssary (o mest Dol's nesds. For TD, i is necessary to specify the level of detail and reguiramants for delivery in praferred slec-
tromic'digital formnats, For T35, it is oritical 1o specify requiremants for both the executable code and the source code.
2. Mandatory Listimg Segurerments. All TD and 5 to be delivered with less than UR mwset be identified in a list attachead to the contract Pre-award listing reguiremsnts ars specified
at DFEARS 252 227-7017; post-award reguirements are at DFARS 252 227-7013(e) and -7O14(e)
3. Belsase Procedures/Resirictions . All suthorized third-party recipi=snts of TOVCS with other than UR must sither sign the standard MO from DFARS Z227-F103-7 ar
TDWCS under a contract contaiming DFARS 252 227-7025. Additional notice reguirements exist for releases of LR data or FR sofiware.
4. Source of Devslopmen: Funding—at the “Lowesst Practicable Level.” For TD, the detesrmination is based on the funding for the development of the item. component. or process
(2P} o wehich that data perains (vice the development of the technical data itseif). For CF, the determination is based on the source of funding for that softwars. If the CP or soft-
wiars is dewsloped with miked funding, the default GPR cemse may bs ineguitatls if the Govermment has funded only a small portion of the overall developmeant costs, This imbal-
ance is resolved by detsrmining the sowrcs of funding at “lowest practicable level™ the delverable ICF or software is divided into segregable components (e.g., sub-slements of
ICPs, or sub-routines of 25, and the funding determination is mads for esch of the components individuslly. For TD, see DFARS 227 7103-4(b) amnd 252 227-7013(ajG-{2); for &5,
see DOFARS 227 7203-4(b) and 252 227-7O014a)8-{2).
5. Unlinmited Rights—Regardless of Funding Source. Paragraph (B){1) of the DFARS 252 227-7T0132 and -7014 clauses establish numerous categories for which the Govermmment is
entitled to receive UR, regardless of which pamy funded the developmant of the underying technology. For example, Formn, fit, and function” data; or data’software that is publicly
available without restrictions. Ses 10 LULE.C, 2220(a) 20T
&. Minimunm Rights. For TD, the miminmunmn rights are established by statute (10 U.S.C. 2320} and are nocnmegotiable. For C5, the minimum Aghts are based salely on the DFARS, for
witiich the parties could seek a deviation in cdrcumstances in which Del's reguirements can be satisfied with less than R

receive the






Standard Contract

e Limited rights:

- Developed (exclusively) at private expense and
Include trade secrets

- Government in-house use only -- limitations on
distribution OUTSIDE the Govt (w/o permission)
e DoD — except emergency repair & overhaul

— In-house limits too: not used for manufacture of
additional guantities

-~ Cannot release under FOIA or for competitive
bidding purposes
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Standard Contract (Cont.)

Government Purpose Rights (DoD only):

Government has limitations on distribution
outside of government

e Become unlimited rights at end of five (5) years unless
otherwise agree

Developed with mixed funding under contract

Cannot release under FOIA, but allowed to
release for competitive bidding purposes
e Mainly DoD
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Standard Contract (Cont.)

SBIR Rights: Government has limitations on
distribution and number of copies for set
number of years

e Developed under SBIR contract expense and
Include trade secrets

e Cannot release under FOIA or for competitive
bidding purposes for set number of years

e After term, data becomes unlimited rights
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Standard Contract (Cont.)
-- SBIR Data Rights (Cont.)

Applies to all Phases — I, II, and Il
- DFARS 252.227-7018

e Applies to ~All~ TD and CS that is developed under the contract
- ... except for certain types - Unlimited Rights due to type

e (Government “in-house” use
- Includes support service contractors

e 5-year Protection Period (i.e., SBIR Data Rights)
- Can be extended IAW the SBA Policy Directive
- Unlimited Rights afterward...

e NOT required to include in the pre-award list
- ... unless SBIR data developed under previous contract
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Standard Contract (Cont.)

e Unlimited Rights:

- Two Types:

e (1) Developed at public expense or does not include
trade secrets

e (2) Category-based — regardless of funding
-~ OMIT - Operation, Maintenance, Installation, or Training
- FFF — Form, Fit, and function Data

— Government has no limitations on distribution and
number of copies ... or anything!

- Can release under FOIA or for competitive

bidding purposes . . . Or any reason/purpose
whatsoever!
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Standard Contract (Cont.)

Non-commercial technical data

For Non-DQOD:
e FARDS52.227-14
— Does not allow delivery of Limited Rights data
— Unlimited rights in data produced in performance of contract
e Can release to anyone for commercial purposes

e Not allowed to deliver other data with restrictions FAR
52.227-14(q)

e Are allowed to deliver limited rights data only if obtain alternate
— Alternate Il: allows limited rights technical data delivery
— Alternate lll: allows restricted rights software delivery

Need to know to request the alternates





Standard Contract (Cont.)

e Non-commercial
— DFARS 252.227-7013

e Allows delivery of limited rights data if
— Previously identified in proposal/bid
—  Properly marked

— Maintain records supporting classification in case of
data rights challenge (statutory protection under 10
U.S.C. §2321)
e Allows delivery of Government purpose rights
data
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Standard Contract (Cont.)

e Standard clauses surprisingly

flexible for data

- E.qg., DFARS 252.227-7013 & -7014 Allow
special licenses to be granted

- If only stumbling block is data, might consider
standard clause with special licensing rights

- Problem: Finding someone on government side
with confidence to act on flexibility
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Standard Contract (Cont.)

Negotiating Special Licenses
— First —are you sure? Perhaps modify the deliverables?

— Policy: minimum to meet Govt needs
e But don’'t forget Govt also wants return on investments

— Interest-based negotiations (IBN) techniques

-~ Government RARELY needs full Unlimited Rights UR
e Govt Purpose Rights is usually sufficient

- Government Purpose Rights as a Model
e How about ... DoDPR? NavyPR? AFPR?
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Standard Contract (Cont.)

e Example: Unused IP (trade secret)

- Government not using trade secret information (data), but
keeping for spare parts

- Government wants to leverage data to ensure spare parts
supply
-~ Contractor wants increased restrictions
e Solution: Use special license provisions

- Government accepted reduced rights in data so long as
contractor agreed to provide parts at predetermined price

- If failure, Government receives increased rights
- Government realized large savings by bridging gap

45





e Commercial technical data

46

Standard Contract (Cont.)

_ FAR Part 12 (12.211)

Except as provided by agency-specific statutes...

e See 10 USC 2320 for DoD (DFARS 227.7102)

Government shall acquire only the technical data and the
rights in that data customarily provided to the public with a
commercial item or process.

Presumption that data was developed exclusively at private
expense.

Must incorporate specific provisions and clauses
delineating the rights in the technical data in attachments





Standard Contract (Cont.)

e Commercial technical data
- FAR Part 12 allows delivery using

standard commercial terms

e Only restriction under DFARS is to
comply with 10 U.S.C. §2320

- Especially for non-DoD, want
commercial item designation
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i.  Standard Contract (Cont.) — *
Commercial Technologies

-- Commercial Technologies and Licenses

a. Generally

b. The FAR Implementation

c. The DFARS Implementation

d. Special Subcontracting Considerations

e. "Open Source" Technologies





i.  Standard Contract (Cont.) — ®
Commercial Technologies

“Commercial item” defined at FAR 2.101 (41 USC 403(12))
- Read carefully! Lots and lots of factors/prongs
- Pay special attention to the TWO “modification” prongs

e “Commercial computer software” defined at FAR 2.101
-~ Compare DFARS 252.227-7014(a)(1)

e “Commercially available off-the-shelf item” — DFARS 202.101 (41
USC 431(c)(1))

e “Nondevelopmental item” defined at FAR 2.101 (41 USC 403(13))

e S0, to say “commercial technical data” (CTD) means—
— TD related to a commercial item: or
— TD that IS a commercial item.





i.  Standard Contract (Cont.) — ”
Commercial Technologies

a. Generally

e Statutory Coverage: does it cover commercial TD?

e FAR 12.211

- “Except as provided by agency-specific statutes, the Government shall acquire only the technical data and the
rights in that data customarily provided to the public with a commercial item or process. The contracting officer
shall presume that data delivered under a contract for commercial items was developed exclusively at private
expense. When a contract for commercial items requires the delivery of technical data, the contracting officer shall
include appropriate provisions and clauses delineating the rights in the technical data in addenda to the solicitation
and contract (see Part 27 or agency FAR supplements).”

e DFARS 212.211

- “The DoD policy for acquiring technical data for commercial items is at 227.7102.”





. Standard Contract (Cont.) — 51
Commercial Technologies

b. The FAR Implementation

e No special coverage at FAR 27.47





. Standard Contract (Cont.) — 52
Commercial Technologies

c. The DFARS Implementation

e DFARS 227.7102
-~ Presumption of Devt Exclusively at Private Expense

-~ Standard commercial deliverables —except
e (1) Are form, fit, or function data;

e (2) Arerequired for repair or maintenance of commercial items or processes, or for
the proper installation, operating, or handling of a commercial item, either as a stand
alone unit or as a part of a military system, when such data are not customarily
provided to commercial users or the data provided to commercial users is not
sufficient for military purposes; or

e (3) Describe the modifications made at Government expense to a commercial item or
process in order to meet the requirements of a Government solicitation.

- Rights are specified in the -7015 clause (~Limited Rights)

— NOTE: use the -7013 if Govt pays for ANY portion of devt costs





. Standard Contract (Cont.) —
Commercial Technologies

d. Special Subcontracting Considerations
e Recall: aspecial, [near-]privity relationship w/subs re IP rights

e FAR 12.503 (and DFARS 212.503)
- Note: the data statutes NOT listed ... so they apply!

e FAR 12.504 — Laws [Not] Applicable to ... SUBcontracts
—~ 41 USC 88 253d and 418a

e DFARS 212.504 — Laws [Not] Applicable to ... SUB-Ks
- 10 USC 88 2320 and 2321

e Does this even make sense?





. Standard Contract (Cont.) — o
Commercial Technologies

e. "Open Source" Technologies [p.80]
e Most commonly —“Open Source Software” (OSS)
e Almost certainly = commercial computer software

e If not, then ... Noncommercial w/special license?





Standard Contract
DFARS - Rights in Commercial TD & CS

(See the IP Guide -- Navigating Through Commercial Waters...)

55

- Pr. . 4 L ' . . . 14
Table 2-3. Rights'* in Commercial Computer Software®® (CS) and Technical Data (TD) Covering Commercial Irems™

meet both parties” needs.

Rights Categ-::-rys Applicable to Criteria for Applying Rights Category Permitted Uses within Permitted Usss outside Gowv-
TD or C57 Govermment ermment

Unlimited Rights (LR} TD only aAny TD of certain specified types or classes, Unlimited;, no restrictions.

regardless of commercial status.
Standard DFARS "TDI1S" |TD only Default rights category for all TD covering Unlimited, except may not  [Only for emergency repair
Rights commercial items except those qualifying for  |be used for manufacture. |owerhaul.

UR asz stated above.
Standard Commercia C5 only Default rights category for all commercial TS5, |Ag specified in the licenge customarily offered to the puib-
License lic, Dol must negotiate for any specialized neseds.
Specifically Negotiated |Both TD and |Mufual agreement of the parties; should be Ag negotiated by the parties; however, by statute, the
License Rights (SHLR) |CS usaed whensver the standard rights do not Government cannot accept less than the minimunm stan-

dard 7015 rights in TD."

Motes:

1. Critical Impact on IP Delivery Beguirements . Dol policy is to acquire, in addition to lesser rights. only those [P deliverables that are customarily offerad to the
pubkliz. In many cases this will be substantially different (e.g., less detailed TD: no source code for S5) than the deliverables DoD typically receives for noncommer-
cial TO or S5, Dol must specifically negotiate for any additional IP debiverables that it requires.

2. Hey: Eardy ldeptification of Commergial Technologies . Because both the IFP deliverables and the license righis are significantly affected when acguiring commer-
cial technologies, it is critical to identify how these issuss affect the acguisition strategy early in the acquisition process.

3. Definitions . "Commercial item” is defined at FAR 2101 {and 52.202-1), and “commercial computer software” is defined im DFARS 252 227-7014a)(1]).

4. Adapting/Modifying Commerzial lems. Commercial items may be maoadified 1o mest Dol's requirements without losing their commercial status, as long as the
adaptations gqualify as "minor modifications” or medifications “of a type customarily available in the commercial marketplace.” S=e FAR 2.101{c), and DFARS

252 227-7014(a){1)and {12).
5. DFARS Rights versus Standard Commerzial Licenses . Rights im TD covering commercial items are specified at DFARS 252 .227-7015; the default rights are
similar 1o limited rights that apply to noncommerzial TD. Thers is no clause covering commercial C5; Dol takes the rights customarnly offered to the public {often a
“shrink-wrap” or “click-wrap” license) unless those rights do not meet Doel’s minimum needs or violate Federal procurement law. In all cases, a copy of the stan-
dard commercial license agreement or any SMNLR must be attached to the contract.
g. Unlimited Rights—Regardless of Commercial Siatus. DFARS 252 227-70185(b} 1) lisis numerous categones of TD for which the Government is entitled to re-
ceive UR—regardless of the commercial status or source of funding for the technology. For exampls, “form, fit, and function” data or data/software that is publichy
available withaut restrictions. The categories are based on 10 .50, 23200a(20C )
7. Minimum Righis . For TD, the minimum righis are established by statute (10 U.5.C. 2320) and are nonnegotiable.






Notes on the FAR Implementation

e Unlimited Rights in (inter alia)—
— All data first produced in performance of the contract

e NoO express coverage for —
- Mixed funding
— Definitions for “developed...”
— Doctrine of segregability

e Limited Rights Data // Restricted Rights Software
— Default: withhold, and deliver FFF instead

56

- Alternates Il and/or Ill: delivery may be required, and rights as set

forth in the LR Notice





Notes on the FAR Implementation

Limited Rights Data

57

“Limited rights data” means data, other than computer software, that embody trade secrets or
are commercial or financial and confidential or privileged, to the extent that such data

pertain to items, components, or processes developed at private expense, including minor
modifications.

e (Agencies may, however, adopt the following alternate definition: “Limited rights data” means data
(other than computer software) developed at private expense that embody trade secrets or are
commercial or financial and confidential or privileged (see 27.404-2(b)).

“Limited rights” means the rights of the Government in limited rights data, as set forth in a
Limited Rights Notice.

Restricted [Rights] Computer Software

“Restricted computer software” means computer software developed at private expense and
that is a trade secret; is commercial or financial and confidential or privileged; or is
copyrighted computer software; including minor modifications of such computer software.

“Restricted rights” means the rights of the Government in restricted computer software as set
forth in a Restricted Rights Notice.





Standard Contract
Data Clauses

Four main categories of clauses (obligations)

Identification and Assertion of Restrictions

Primary allocation of rights

Validation/Challenge of restrictions (markings)

The Supporting Cast

58





Standard Contract 59
Key clauses - Early ID & Assertion of
Restrictions

(Mandatory) Listings of TD/CS to be delivered with restrictions

e FAR 52.227-15 Representation of LR Data or RR Computer Software

e DFARS 252.227-XXXX

- -7017 Identification of NONCOMMERCIAL TD & CS to be delivered with restrictions
e ALWAYS!! --- Required to say “None” if all unlimited

- -7028 Listing of TD/CS previously delivered to Govt
e Onlyif <UR, and “same or substantially identical...”

e Incorporated by reference Section K of the RFP

e Listrequired as part of the Contractor's proposal —and must be incorporated into the K
AS AN ATTACHMENT
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Standard Contract
Key clauses — Primary Rights Allocation

e DoD Primary Rights-allocation clauses — DFARS 252.227-XXXX

D CS

Non- - -
Commercial*

Commercial - | |

*And non-SBIR

mln most acquisitions, use both the noncommercial and the commercial clauses ... you are
likely to get a of both types of technology

mCommercial CS attachment will be either the contractor's standard commercial license or a
SPECIALLY NEGOTIATED LICENSE

m~ALL "standard commercial licenses" violate federal procurement law (indemnification,
disputes, choice of law, etc.) — consult your attorney!!!





Standard Contract
Key Clauses - Validation/Challenge of
Restrictions (Markings)

Civilian: built into the FAR 52.227-14 clause

e DoD: Key clauses and references
- Nonconforming legends: 9 (h) of the -7013 & -7014 clauses
- Formal validation/challenge: -7019 and -7037

e Nonconforming Legends
- Marking is not one of the permitted forms, content
— Give Kor 60 days to correct ... or we will do it (check the list!)

Govt’'s license (Note: based on 10 USC 2321)
— Check the list!!!! (pre-award from -7017; post-award -7013(e) or -7014(e))

- Prechallenge request for info

- Formal challenge by Contracting Officer’s final decision
e Handled like a claim under the disputes clause

e Unjustified Legends — marking does not accurately characterize the





Standard Contract 62
Key Clauses - Validation/Challenge of
Restrictions (Markings) (Cont.)

Non-Commercial Tech Data and Software
e In DoD: Only 5 legends are permitted — generally indicates the
scope of the Government's license
1. Copyright Notice from 17 USC 401 or 402
2. "Government Purpose Rights" — both Tech Data and
3. "Special License Rights" — both Tech Data and Software
4. "Limited Rights" — only for Tech Data (incl. software documentation)
5. "Restricted Rights" -- only for Computer Software
e OK, there are a couple more
~  "SBIR Data Rights"
-~ Pre-existing markings
e All other legends are "nonconforming"





Standard Contract 63
Key Clauses - Validation/Challenge of
Restrictions (Markings) (Cont.)

e Commercial Technologies

- Tech Data: A restrictive legend is required under 252.227-
7015(d) but ... no specific format

- Computer Software: no clause, and no specific requirement for
a legend — follow standard commercial practices

e No specific legends provided for proprietary information
other than data/software (e.g., nhon-technical info such
as financial, commercial, or business information)
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Standard Contract
Key Clauses -- The Supporting Cast

Rights in TD & CS DFARS 252.227-XXXX (cont'd)

e -7016 Rights in Bid & Proposal info

e -7/025 Contractor's use of Govt furnished info with restrictive
markings

e -7027 Deferred ordering (optional)
- May be resisted by the contractors

- You can remove it IFF you have clearly specified ALL of the deliverables that you will
need: Establish priced OPTIONSs if you're not sure

e -7030 Withholding of payment

e -7039 Reporting of Subject Inventions (only if using the PR clause FAR 52.227-
11 for small biz, nonprofits, educational)





Standard Contract
Key elements not covered by the
standard clauses

e Delivery Requirements

— NO delivery requirements in the clauses. However . ..
e FAR 52.227-16, Additional data requirements
e DFARS 252.227-7027 Deferred Ordering

— Three key aspects for each deliverable requirement

e Content (e.g., level of detail or nature of information)
- Critical: distinguish the human-readable source code from machine-readable object/executable code

e Recording/storage format (e.g., image files versus word processing format)
e Delivery/storage medium (e.g., paper, CD-ROM, or on-line access).

e Attachments — assertions of rights or special licenses:
— Assertion of Restrictions (from clause category 1)

— Specially negotiated licenses, or copies of “standard”
commercial license agreements (with supplements as needed)
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Assistance Agreements (Grants,
Cooperative Agmts, TIAS)

Special type of contract in which the primary purpose is the Government
providing support or stimulation of a public purpose

Y STEP 1: Procurement or Assistance?

- 1-A: Primarily to acquire property or services for the Govt then use
a PK (15 USC 6303) ... but it to assist/stimulate public ... purpose

- 1-B: Level of involvement by the Government?

e Step 2: Ildentify Statutory Authority for the Activity

e Step 3: Agency-specific requirements

—  OMB circulars ... implemented/expanded by agency (e.g.,
DoDGARS)
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Il.  Assistance Agreements (Grants,
Cooperative Agmts, TIAs) (Cont)

e NO unique statutory requirements — regarding IP rights, that is

e Regulatory Implementation:
-~ OMB Circulars (e.g., A-102, A-110)

— Agency-specific. Example: Department of Defense Grant and
Agreement Regulations (DoDGARSs) — 32 C.F.R. Parts 21
through 37

e General:
— Contractor” retains ownership

- Government receives a license for “federal purposes”
e Issue: different from DFARS’ “government purpose rights”?
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Il.  Assistance Agreements (Grants,
Cooperative Agmts, TIAs) (Cont)

Special name used for a Cooperative Agreement OR an “Other
Transaction” (OT) for Research and Development

e DODGARS Part 37 — relatively new and, by far, the most
comprehensive treatment of IP issues

- Negotiate rights that balance the parties interests and
iInvestments

—- Generally: standard “government purpose” license ... which
more closely aligns with DFARS definition
- Important:
e Restrictive markings
e Nondisclosure agreements for use by 3" parties
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Il. CRADAs

e Cooperative Research & Development Agreements — 15 USC 3710a
— NOT simply a cooperative agreement for R&D (see TIAS)
— No funding flowing from the Government
— Both sides may provide personnel, services, equipment...

e Not really any specific allocation of rights for copyright or trade
secrets, however . . .

- Government may not disclose trade secret or commercial or financial
info received from the collaborator
- Even Govt-generated info gains “trade secret” type protection if it
e Would have been treated as such if received from collaborator
e Generated under “this Chapter” (not necessarily this CRADA!)
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CRADA (Cont)

e CRADA statute allows protection of data
developed under CRADA

- Otherwise, no mechanism to prevent release under FOIA

e Commercial information protected under the Trade Secrets Act 18
U.S.C. 81905, no provision to protect related Government generated

information
- 15 U.S.C. 83710a(c)(7)(A) No trade secrets or commercial
or financial information that is privileged or confidential,
which is obtained in the conduct of research or as a result
of activities ... from a non-Federal party participating in the
CRADA shall be disclosed.

e Proprietary information remains confidential
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e Make explicit iIn the CRADA

- Make sure to appropriately mark
any information submitted,
shared or delivered as part of the

CRADA





IvV. Other Transactions

No requirements for amount of technical data rights

e Often look to standard DoD/DFARS rights
- Most familiar to agreements officer
- Strong policy backing

e Government most flexible on technical data rights for
prototyping
—  Should try to use familiar definitions

e Government set up to use limited rights, government purpose rights,
unlimited rights

e If getting other types of rights, use term “Special License” or non-
familiar term

- Does you no good to define rights as unlimited rights when have
restrictions since will likely result in accidental and improper release

—  Could use to obtain Government purpose rights when
Government provides all funding

12





Iv. Other Transactions (Cont.)

e The Granddaddy of them All: 10 USC 2371
e The DoD Scheme -- two types:
- Research-Type: basic, applied, or advanced R&D (see TIAS)

- Prototype Projects:

e Procurement instrument (vice assistance)

e Technologies directly related to weapons or weapons systems
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Iv. Other Transactions (Cont.)

e DoD’s “Other Transactions” (OT) Guide for Prototype
Projects

- Procurement statutes/regs do NOT apply
e However, general application laws still govern (e.g., infringement)

- Parties are free to negotiate ANY set of rights that balances the
parties interests and investments

e Encouraged to “start” with the standard provisions and modify as
needed

e Don’t throw the baby out with the bathwater

— Transition to follow-on production Ks — special pilot program
under DFARS 212.70





IvV. Other Transactions (Cont.)

Typically, can obtain better than SBIR rights
— If possible, OTs are better than SBIR under standard
procurement
e Allows commercial terms to be used

e Should address following
—  Definition
- Rights legends
—  What rights conferred

- Delivery requirements
e Preferably no delivery for best security
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B.
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Copyrights & Trade Secrets: Software

Rights in computer software similar to technical data

- Rights affect software, databases, and accompanying
documentation

Affected by same two factors
- When developed
- Money used

e Requires separate different fund sources
—  Private or IR&D money
-~ Government only money

- Mixed funding (Government & private)





1. Financing as Affects Rights

® Same as technical data
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2. Pre-Contract Submissions

e Same as technical data
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Vehicle Dependent

Standard FAR/DFARS
o No statutory basis

o 10 U.S.C. 82320-21 applies only to technical data
o FAR Parts 27 and 52.227-14 through 52.227-23

- Supplements: X27 and X27.5227
- DFARS 252.227-7014

® Commercial contracts

o FAR Part 12 & Supplements
) DFARS 252.227-7015 provides statutory minimum for technical data (not software)

o Grant & cooperative agreements
DODGARS
. Assistance Agreements (Grants, Cooperative Agreements, TIAS)
I Agency-specific: e.g., DoD uses the DODGARS
iii. CRADA
) 15 USC 83710a
\2 Other transactions
® 10 U.S.C. §2371 (DOD, DHS)
® 42 U.S.C. §2451(c)(5) (NASA)





Standard Contract -- software

e Computer Software — or “computer program” in
the DFARS is also an operational end-item
- It causes a computer to do something

- Not just information related to an end-item

e Source Code vs. Object/executable code
- Source Code: human-readable, for programming

- Object/executable Code: machine-readable,
causes computer to perform ops
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Standard Contract

e Types of rights
- Restricted Rights (instead of Limited Rights)
-~ Government Purpose Rights (DoD - same as for TD)
- SBIR Rights (same as TD)
-~ Unlimited Rights (same as TD)

e Distinction between Restricted Rights and Limited
Rights
- Restricted rights typically prevent making copies

—  Limited rights typically does not prevent the number of
copies

- Restricted rights reserves right to switch computers and
perform software maintenance
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Standard Contract (cont.)

Non-commercial computer software

For Non-DOD:
e FARDS52.227-14
— Does not allow delivery of Restricted Rights software
— Unlimited rights in software produced in performance of contract
e Can release to anyone for commercial purposes

e Not allowed to deliver other software with restrictions, FAR
52.227-14(9)

— Are allowed to deliver restricted rights data only if obtain alternate
e FAR52.227-19:

— Used for commercial software

— Allows delivery of restricted rights software





Standard Contract (cont.)

e Non-commercial
— For DoD -- DFARS 252.227-7014

e Allows delivery of restricted rights software if
— Previously identified in proposal/bid
—  Properly marked
— Maintain records supporting classification in case of
data rights challenge
e Allows delivery of Government purpose rights
software
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Standard Contract (cont.)

e Standard clauses surprisingly flexible — same as TD

- E.g., DFARS 252.227-7014 Allow Special Licenses to be
Granted

-~ If only stumbling block is software, might consider standard
clause with special licensing rights

—~  Problem: Finding Someone On Government Side With
Confidence to Act on Flexibility
e Commercial Computer Software
- DFARS 227.7202 — same policy as FAR 12.212
- NO CONTRACT CLAUSE!!
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. Standard Contract — commercial
computer software

a. Generally

e Statutory Coverage: thereis NONE!!!!

e FAR 12.212

- “(a) Commercial computer software or commercial computer software documentation shall be acquired under
licenses customarily provided to the public to the extent such licenses are consistent with Federal law and
otherwise satisfy the Government’s needs. Generally, offerors and contractors shall not be required to --

- “(1) Furnish technical information related to commercial computer software or commercial computer software
documentation that is not customarily provided to the public; or

- “(2) Relinquish to, or otherwise provide, the Government rights to use, modify, reproduce, release, perform,
display, or disclose commercial computer software or commercial computer software documentation except as
mutually agreed to by the parties.

- *“(b) With regard to commercial computer software and commercial computer software documentation, the
Government shall have only those rights specified in the license contained in any addendum to the contract.
For additional guidance regarding the use and negotiation of license agreements for commercial computer
software, see 27.405-3.”

e DFARS 212.212

- “The DoD policy for acquiring technical data for commercial items is at 227.7102.”





. Standard Contract — commercial ®
computer software

b. The FAR Implementation

- No specific contract clause prescribed in this subpart need be used, but the
contract shall specifically address the Government's rights to use, disclose,
modify, distribute, and reproduce the software.

— Section 12.212 sets forth the guidance for the acquisition of commercial
computer

- The clause at 52.227-19, Commercial Computer Software License, may be
used when there is any confusion as to whether the Government's needs are
satisfied or whether a customary commercial license is consistent with
Federal law.

- Additional or lesser rights may be negotiated using the guidance concerning
restricted rights as set forth in 27.404-2(d), or the clause at 52.227-19.

- Be careful when using standard commercial licenses — may have Terms and
Conditions that do not meet agency needs or inconsistent w/federal law..






. Standard Contract — commercial #
computer software

c. The DFARS Implementation

e DFARS 227.7202
— Policy mirrors FAR 12.212
- No specific contract clause prescribed

- Parties may negotiate for mutually acceptable specialized
licenses
- Covers Commercial CS Documentation too!!!!
e Wait! Isn’t that TD, not CS? Isn’t there a statute?
- NOTE: No equivalent to the TD process in which the

NONcommercial clause is used if Govt pays for ANY
portion of devt costs
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Standard Contract (cont.)

Still need to be aware of what is being included in commercial
software license
- As in commercial licensing, licenses construed against drafter

o Example: Microsoft End User License Agreement

U.S. GOVERNMENT LICENSE RIGHTS. All Software provided to the U.S.
Government pursuant to solicitations issued on or after December 1, 1995
is provided with the commercial license rights and restrictions described
elsewhere herein. All Software provided to the U.S. Government pursuant
to solicitations issued prior to December 1, 1995 is provided with
"Restricted Rights" as provided for in FAR, 48 CFR 52.227-14 (JUNE
1987) or DFAR, 48 CFR 252.227-7013 (OCT 1988), as applicable.

° Problem:

- 48 CFR 52.227-14: Does not allow delivery of restricted rights software
unless is Alternate |

- 48 CFR 252.227-7013 (OCT 1988) did not allow delivery of restricted
rights software and required separate license agreement specifying rights

- 1995 version changed clause to allow and create DFARS 252.227-7014
® Possible interpretation is that no restrictions placed (highly doubtful)






1. & 1ll. CRADA & Other Transactions

CRADA & Other Transactions essentially same
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Review: Key Aspects of TD & CS

e "Hybrid" license — covers specific activities

- Use; modify; reproduce; perform; display; release or disclose; and
... access? (OKk, this one is a new entry)

e Rights Determined in THREE primary ways

- By negotiation — mutual agreement

- By "default": funding for development; type of deliverable;
commercial technology?; data vs. software

— Commercial Software: use VENDOR’s license as baseline

e Doctrine of Segregability (a.k.a. "divide & conguer"):
- Rights determined at the "lowest practical segregable level"





Review: The Eye Chart ... Again

FUNDING for development

100% 100%
Private

Mixxed Govt

<LR Limited Rts (LR) nlimie R
—or= Government Purpose Rights . —

or RR iRestricted Rts (RR) Rights i (Titleor
: (GPR) (UR) : Ownership)

Global Exception: Unlimited Rights for OMIT, FFF, CSD, etc

‘ Government’'s RIGHTS ‘
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Review: Negotiating for IP and Beyond

Both license rights and deliverables are negotiable!

Policy: minimum to meet Govt needs
- Butdon’t forget Govt also "needs" reasonable Return on Investments
- Thereis no "free money" in the private model — investors expect return!!

Interest-based negotiations (IBN) techniques
- Position: your default rights (~ also serves as objective criteria and starting point)
- Interest: negotiate up or down to balance parties needs/interests
-~ Figure out how this makes sense ... for them

For Govt: more is not necessarily better —ya get what ya pay for ... and ya pay
for what you get!
- Govt Purpose Rights is usually more than sufficient

The X-Purpose License Model (based on DoD’s “Govt Purpose Rights”)
- How about ... AgencyPR? CommandPR? ProgramPR? DepotMaintPR?





C. Subcontracting Issues

Statutory Requirements — reach to subcontractors at any tier
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Bayh-Dole Act

10 U.S.C. 2320 & 2321
e EXCEPT: not for subKs for commercial items (DFARS 212.504)

e Early Identification requirement — includes [potential] subcontractors and
suppliers

e Clause Flowdown — required for any sub doing relevant work

Patent rights clauses (FAR 52.227-11, -12, -13)

Rights in Tech Data and Computer Software — NONcommercial
e DFARS 252.227-7013, and -7014

Validation of Asserted Restrictions (-7037 and -7019)
EXCEPT: Not for subKs for commercial items

e In general, the prime agrees to provide certain rights ... and
subcontracting does not relieve this responsibility





C. Subcontracting Issues (Cont.)

® Subcontracting becoming larger part of
procurement world
— Teaming agreements

— Fewer prime contractors
® Prime contractors arrange work through subcontractors
® NASA does for shuttle work

® Are special protections for subcontractors

— Otherwise, no privity of contracts between
subcontractor and Government

— Would allow prime to obtain IP rights in
subcontract
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C. Subcontracting Issues (Cont.)

1.

Flowdown From Prime

Patents

35 U.S.C. 8§200-212 does not reach into sub-

contractor level

e Arguable that could be read in, but not clear majority
view

FAR 52.227-11 through 52.227-13 require

flowdown

e Prime required to ensure subcontracts for research &
development include patent rights clause at any tier

Failure to include represents a breach
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C. Subcontracting Issues (Cont.)
1. Flowdown From Prime (Cont.)

e Trade secrets and copyrights

-~ Arguable can be read into subcontract
e Not a majority view

- FAR and DFARS require prime to obtain rights required by
the contract

e FAR 52.227-14: if rights not granted, no subcontract without
authorization to deliver restricted rights/limited rights

e DFARS more generous: 10 U.S.C. §2320 requires primes to
flow down protections of clauses for technical data, computer
software clause mirrors technical data

—  Failure to include or to obtain promised rights represents a
breach
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C. Subcontracting Issues (Cont.)
2. Who Receives Rights to Use?

e Patents

-  FAR 52.227-11 through 52.227-13 specifically does not give
prime rights in subject invention, only Government

e Trade secrets and copyrights
- FAR 52.227-14: if rights not granted, no subcontract without
authorization to deliver restricted rights/limited rights
e No statement preventing prime contract from requiring rights
-~ DFARS more generous: DFARS 252.227-7013 and 7014
require that

— Prime gets no rights
— Prime cannot demand rights by contract
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D. Preservation Technigues

e Government will protect IP rights, but
contractors need to follow rules
- Rules are strictly governed

- Many of the forms are online
e Legends can be copied from websites
e Helpful forms available online

e Most important:

- Need effective monitoring techniques to identify IP
and how relates to marketing model

e Doctrine of Segregability!! (Divide & conguer)
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D. Preservation Technigues
Data/Software: 4 Keys to Success

START EARLY! -- Identify and Resolve IP Issues
— Listing requirement for any/all deliverables < UR
— Include anticipated commercial technologies (no sandbagging!)

e Ensure Contract addresses Issues Outside Clauses
— Deliverables (content, format, medium)
— Commercial Software!
— Proprietary other than TD/CS

e Focus on Specially Negotiated License
— “Interest Based” Negotiations

- Please, please offer something other than Limited Rights or Restricted
Rights —





D. Preservation Techniques (Cont.)
1. Monitoring Process

e Pre-contract: Patents

— Need to confirm status of invention in relation to contract

e In Invention Disclosure Form, determine when conception and first
prototype built

e If conception is prior to contract and easy to construct, build it!
- Constructive reduction to practice not enough
e Prototype needs to be workable
- File application once prototype completed
— Is “experimental, developmental, or research work” actually being
performed?
e If so, is more flexible arrangement needed (i.e., OT, special license
rights)?
e If not, try and get clause removed as contrary to FAR 27.3
— Make sure secure proper rights from sub-contractor
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e Pre-contract: Trade secrets and copyrights

D. Preservation Techniques (Cont.)
1.

Monitoring Process (Cont.)

|dentify sensitive information in bid or proposal

e Mark, but do not over mark
FAR and DFARS both require pre-notification of delivery of
restricted rights software or limited rights technical data

e Both prohibit delivery without prior notification

e DFARS has specific form for non-commercial contracts

e Make sure secure proper rights from sub-contractor

Is more flexible IP arrangement needed (i.e., OT, special
license rights)

Are commercial rights applicable
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D. Preservation Techniques (Cont.)
1. Monitoring Process (Cont.)

e Post-contract: Patents

-~ Need to confirm status of invention in relation to contract

e In Invention Disclosure Form, determine when conception and
first prototype built

- Make sure to report according to schedule in Patent Rights
Clause
e DD-882 helpful form
e Make sure subcontractors reporting
- Major events
e Conception
e Election of title
e Filing of application
e Annual report
e Final report

-~ Make sure to include Government Interest statement
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D. Preservation Techniques (Cont.)
1. Monitoring Process (Cont.)

e Post-contract: Trade secrets and copyrights

- Ensure mark anything restricted with proper
marking
e Include in header, initial screen of software, etc.
e Can correct later, but messy
e Make sure subcontractors properly mark delivered data
and software
- Keep records to ensure can validate markings
e Are specific challenge procedures in DFARS
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D. Preservation Technigues (Cont.)
2. Markings and Restrictive Legends

e The "conspicuous" req't

- However -- cover page, inside cover, header/footer, storage
media or transmittal docs

- ESPECIALLY tricky with electronic documents
e Divide up a single document into smaller components
e Internet as a source ... check those copyright notices!

e Ensure Markings are MEANINGFUL

- "Easy" when it's a defined/regulated mark
- Harder — commercial/industry practices
— Multiple markings — most restrictive governs

e Example: DFARS Standard Use & Non-Disclosure Agreement
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D. Preservation Technigues (Cont.)
2. Markings and Restrictive Legends (Cont.)

Common Ambiquities

e "Company Proprietary”
- Often used as generic "trade secret" mark
— Any restrictions on use within the Govt?
- What about our Support Contractors?
- What about subcontractors ... working for Company ?
- Possible solution: ADD information specifying contract/license

e "© Company 2003" perhaps with "All rights reserved"

e Unmarked?
- Unlimited Rights — Noncommercial data/software, and arguably commercial tech data
— This does NOT necessarily mean "public release"
e Ifit's at Technical Document — it SHOULD have a Distribution Statement!!!
— No markings required for COPYRIGHT protection

- Markings are a CORE element for Trade Secrets, but not an absolute requirement





D. Preservation Techniques (Cont.) **
3. Don't forget to verify the attachments

e Listings of restricted data/software required by--
- DFARS 252.227-7017 and updated post-award by -7013(e) or -7014(e)
— DFARS 252.227-7028

- Special contract requirement for list of commercial TD or CS, or
other proprietary info

e License agreements
- "Standard" Commercial Computer Software License (a.k.a. "shrink-
wrap" or "click-wrap" license)
e CAREFUL! What happens to provisions that are
“Inconsistent with federal procurement law”?

-~ Specially negotiated licenses (under 7013(b)(4); 7014(b)(4); 7015(c),
or for commercial software pursuant to 227.7202-3)






D. Preservation Techniques (Cont.)
4. Outline from forthcoming book...

10. Critical Steps in Protecting Data and Data Rights
a. Early Identification and Listing of Asserted Restrictions
b. Apply the Correct Marking Before Delivery
c. Maintain Records for Validation Proceedings
d. Focus on Deliverables, Not Just Rights

e. Ensure That Both Sides Understand the IP Aspects of the
Proposal

f. Negotiate for the Best Deal
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A. Background

e Traditionally, little need for flexibility for Intellectual
Property

- Large military industrial complex
e Less incentive since plenty of bidders
- Large Government labs
e Less need for private sector aid in civilian agency

- Universities less concerned about IP protection
e |P seen as inimical to academic ideals

e Long corporate memory and lack of IP
sophistication means need standard clauses
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A. Background (Cont.)

e Present state

- Increased interest in leveraging IP (patents and
trademarks versus trade secrets)

Increased need for flexible public-private
collaborations for different needs

- Funding only
e Grants, prize authorities, venture funds, other transactions
(OTs)

—  Collaboration with Government
e CRADA, cooperative agreements, OTs

-  Straight contracts for R&D
e FAR-based, OTs, space act, SBIR
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1. Patents

New and non-obvious developments
Powerful tool for attracting investment

-~ Tangible

— Presumption of validity
Powerful injunction/broad coverage

- Patent injunction more damaging than damages

-~ Value not truly reflected in reported decisions
All development agreements address

-~ Background and existing inventions

- Improvements

- Ownership versus license indemnification
Traditional Government contract does not recognize greater importance of
patents in knowledge based economy

- Patent rights have become major mechanism for commercialization/obtaining
financing
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1. Patents (Cont.)

Government contracting no different in requiring these elements
—~ Specific exceptions do affect strategy
No injunction/little strategic advantage

- Success traditionally hinged on trade secret protection
e Rights in data/computer software

e  Strategy was to carve out protected elements as limited rights/restricted rights
- Protected elements used to circumvent CICA

Grant of patent removes some trade secret protection

- Aggressive patent program harmed ability to carve out protected
elements

- Still expensive to enforce against Government
Patent rights are very rigid and non-negotiable

- Strong public policies underlying clauses

- Leads to unexpected problems
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B. Timing as Affects Rights

Patent rights generated according to events
- Unlike trade secrets/copyrights (i.e., technical data and computer software)
-~ Money not especially relevant

° Private or Government money not part of inquiry as in data rights
° Statement of work important
Events

- First conceived

- First actually reduced to practice
° Built prototype
) Not merely filing patent application (constructive reduction to practice)

Events need to occur within Statement of Work
Significance is that the Government obtains no rights in background
inventions not conceived or first reduced to practice

- In same position as commercial company with same defenses

- Exception: 28 U.S.C. § 1498 prevents injunctions and treble damages

- Government supposed to obtain license, but not always done
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B. Timing as Affects Rights (Cont.)

If occurred, “subject invention”

- Government gets Government purpose rights (at least)
-~ Independent of delivery of developed item

Subject inventions may exist if conceived/first reduced to practice outside of
contract while within statement of work

-~ Mine Safety Appliances Co. v. United States, 150 U.S.P.Q. 453 (Ct. Cl. 1966)
° First actual reduction to practice of helmet within statement of work even though between
contract phases since was “close and umbilical connection” to work
Subject inventions may not exist if conceived/first reduced to practice during
contract while outside of statement of work

-~ Rutgers v. United States, 51 U.S.P.Q.2d 1642; 41 Fed. Cl. 764 (Fed. Cl. 1998)

° Conception and actual reduction to practice occurred during contract, but not within
statement of work even though later amendment to statement of work could have
encompassed invention

- Boeing Co. v. United States, 80 U.S.P.Q.2d 1108; 69 Fed. Cl. 1108 (Fed. CI. 2006)

) Evidence was inconclusive as to whether conception and actual reduction to practice
occurred during contract

° Was evidence that invention not within statement of work since proposals relied on Boeing’s
existing knowledge and work, and since the contract did not focus on area of invention
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C. Unigue Monitoring and Disclosure
Reqguirements

e Report each subject invention

- Report existence essentially immediately
e If inventor identifies as subject invention: within 2 months

e |f contractor later determines is subject invention: within 6
months

- Report if electing title
e |f do not, Government has option to file application
e Within one year
- Report filing of application
e Report if filing abroad
e Report if abandoning
e Report if discontinuing maintenance fee
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C. Unigue Monitoring and Disclosure
Requirements (Cont.)

Annual Report

- Inventions made during year
Final Report

- Allinventions for entire contract period
Small contractors have less rigorous reporting
requirements

- Unless required by supplements
Similar monitoring requirements for CRADA, other
transactions

- Can at least negotiate lesser monitoring in other
transactions
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C. Unigue Monitoring and Disclosure
Requirements (Cont.)

e Part of contract that has invention process
In place
- Also required to have documentation in place
and to cooperate for prosecution of patents

e Usually required to ensure subcontracts
include patent reporting requirements

e Failure to comply can be serious
— Can result in forfeiture of title
-~ Can result in withholding of final payment

= =] Securing Innovation
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D. Vehicle Dependent

. Standard FAR/Bayh-Dole
o Bayh-Dole: 35 U.S.C. 8§ 200-212

o FAR Parts 27 and 52.227-11 and 52.227-13
- FAR 52.227-12 or DFARS 252.227-7038: Large Contractors
—  Supplements: X27 and X27.5227

® Grant
o Cooperative Agreements
— DODGARS
. CRADA

® 15 U.S.C. § 3710a

Other Transactions
® 10U.S.C.§2371(DOD, DHS)
® 42 U.S.C. §2451(c)(5) (NASA)
® 42 U.S.C. §7256(g) (DOE)
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1. Standard FAR/Bayh-Dole

o Applies to “procurement contracts”
—~ Grants, contracts, and cooperative agreements

- Statement of work includes research and development

° FAR 27.300 envisions inclusion “if a purpose of the contract or subcontract is
the conduct of experimental, developmental, or research work”

Contracting officers are over-inclusive in use
—~ Often included (improperly) in pure purchases of existing items
° Can object if not proper
Would likely apply even if not written into contract

- FilmTec Corp. v. Hydranautics, 982 F.2d 1546, 25 U.S.P.Q.2d 1283
(Fed. Cir. 1992) & FilmTec Corp. v. Allied-Signal Inc., 939 F.2d 1568,
19 U.S.P.Q.2d 1508 (Fed. Cir. 1991)
e Indeciding title required under Saline Water Conversion Act, title obtained

from inventor even though no evidence inventor required to assign rights to
employer

12
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1. Standard FAR/Bayh-Dole (Cont.)

e Regqulations for procurement contract with

R&D at least tangentially involved

- FAR Part 27, FAR Supplements X27

- Mandatory clauses: FAR 52.227, FAR Supplements
X52.227

Procurement statutes apply

- 35U.S.C. 88 200-212 (Bayh-Dole)
e Rights in inventions
e Marchin
e Licensing restrictions

= =] Securing Innovation
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1. Standard FAR/Bayh-Dole (Cont.)

Clauses written at time when large contractors

dominated R&D procurement market

Clauses written to protect Government by preventing suits
against Government for items it developed

When drafted, were an improvement over existing clauses

e Agencies varied over title vesting
e Bayh-Dole actually an improvement

Problem is in the lack of flexibility
No special license rights as in technical data and
computer software

= =] Securing Innovation
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1. Standard FAR/Bayh-Dole (Cont.)

e Automatic ownership in certain inventions
- Contracts performed outside US
- NASA (non-small business)
- DOE (atomic energy related inventions)

- Waivable
e Must know to request waiver

e Automatic rights in inventions made under
contract
- Not walivable

p— =] Securing Innovation
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1. Standard FAR/Bayh-Dole (Cont.)

Required monitoring

- Annual and final reports on status of invention
e  Also reports on commercialization possible

. If fail to follow, can lose invention

° In re Campbell Plastics Engineering & Mfg., Inc., ASBCA No. 53319 (2003),
affirmed Campbell Plastics Engineering & Mfg., Inc. v. Army, 389 F.3d 1243,
73 U.S.P.Q.2d 1357 (Fed. Cir. 2004)

e Not mandatory since Government must take affirmative action under clause

- Central Admixture Pharmacy Services Inc. v. Advanced Cardiac Solutions P.C., 82
U.S.P.Q.2d 1293 (Fed. Cir. 2007)

—~ If fail to follow, might face delayed payment

e  Contract will remain open (with withholdings up to “$50,000 or 5 percent of the
amount of the contract”) if have not submitted reports of inventions (or reports
that none generated)

e Can be years of delay
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1. Standard FAR/Bayh-Dole (Cont.)

o March in rights

If Bayh-Dole applies, Government can take right to license to others to
patented invention if failing to commercialize

e 35U.S.C.8§203

If invention is a subject invention and contractor retains title and has not
granted a license, Federal agency has the right to grant a license itself to an
applicant if the Federal agency determines that --

Such action is necessary 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;

Such action is necessary to alleviate health or safety needs which are not
reasonably satisfied by the Contractor, assignee, or their licensees;

Such action is necessary to meet requirements for public use specified by Federal
regulations and such requirements are not reasonably satisfied by the Contractor,
assignee, or licensees; or

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

17
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1. Standard FAR/Bayh-Dole (Cont.)

Strong public policies underlying Bayh-Dole

Government helped in most important phases generally:

e Conception: paid contractor to think up solution

e Actual reduction to practice: first prototype usually the most
expensive to build/riskiest

Government help not for purpose of allowing patent holder

to withhold technology
e Ignores possibility that withholding of specific claimed
invention is to improve market for other like invention

e Loose analogy is to best efforts clauses
Strong pressure to ensure is in any R&D contract

MB Securing Innovation
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1. Standard FAR/Bayh-Dole (Cont.)

e Problem: Most commercial companies object
- Counterargument: March in rights never been used

e Ripe for abuse

e NIH is petitioned periodically to exercise march in
rights
—  Cell pro petition
— Norvir petition
— Xalatan Petition
e Represents question on value of patent and
exclusivity
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1. Standard FAR/Bayh-Dole (Cont.)

e Miscellaneous provisions of potential concern

—  Preference for American Industry

e Requires that, prior to the subject invention being exclusively
licensed, the contractor must require the exclusive licensee to
manufacture the subject invention substantially in the United States

- 35 U.S.C. §8 204 requires preference
- Can be waived

- If fail to comply, is grounds for march in to allow Government to grant
non-exclusive license on own

—  Commercialization reports

e Option to require reporting of commercial sales, gross revenue,
development status, and “such other data and information as the
agency may reasonably specify”

Provisions are potentially more problematic than the never-
used march in right
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1. Standard FAR/Bayh-Dole (Cont.)

e Mandatory flowdown to subcontracts from prime contract

Prime not beneficiary, but must ensure reporting performed

e FAR 27.304-3(c) explicitly prohibits a prime contractor from using
“their ability to award subcontracts as economic leverage to acquire
rights for themselves in inventions resulting from subcontracts.”

Unclear remedy if “forget” to place in subcontract for R&D

Might be read into subcontract since 35 U.S.C. § 202 applies to
“funding agreements,” which include “any assignment,
substitution of parties, or subcontract of any type entered into for
the performance of experimental, developmental, or research
work under a funding agreement.”

e Technical Development Corp. v. United States, 171 U.S.P.Q. 353
(Cl. Ct. 1971) - Subcontractor a joint adventurer
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1. Standard FAR/Bayh-Dole (Cont.)

e Benefits to Government Provisions

— Can be authorization and consent clause

e Provides affirmative defense to charge of infringement
e Can be explicit: FAR 52.227-1

e Can be implicit: Due to contract requirement or order

- Sevenson Environmental Services Inc. v. Shaw Environmental
Inc., 477 F.3d 1361, 81 U.S.P.Q.2d 1906 (Fed. Cir. 2007)
(authorization and consent applies where Government selected
method which infringed third party patent)
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1. Standard FAR/Bayh-Dole (Cont.)

e Authorization and consent is a defense
— Not jurisdictional
-~ Must be established by the accused

Established on a contract by contract level

- Example: Duke v. Madey, 413 F.Supp.2d 601, 79
U.S.P.Q.2d 1877 (M.D. N.C. 2006)

e Discussing which contracts sufficiently tied to infringement
such that defense applies
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1. Standard FAR/Bayh-Dole (Cont.)

o If authorization and consent not applicable, it is not an

available infringement defense

Zoltek Corp. v. United States, 442 F.3d 1345 (Fed. Cir. 2006)
(discussing limit of 28 U.S.C. § 1498 and Authorization and Consent as
applied only to 35 U.S.C. § 271(a) and does not apply to 35 U.S.C. 8
271(qg) infringement)

e  Zoltek Corp. v. United States, No. 96-166 C (Fed. Cl. January 23,
2009)(authorizing transfer of venue to allow suit to proceed against contractor
under 35 U.S.C. 8§ 271(g) since 28 U.S.C. § 1498(c) precludes action against
Government but does not exempt contractor)

Consistent with state laws

State of Texas v. Herbert W. Holland, 2007 Tex. LEXIS 314, 50 Tex.
Sup. J. 642 (Tex. 2007)

A.C. Aukerman Co. v. State of Texas, 902 S.W.2d 576 (Tex. App.—
Houston [1st Dist.] 1995, writ denied)
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1. Standard FAR/Bayh-Dole (Cont.)

e Benefits to Government Provisions

- No indemnification for Government unique items

e Government can indemnify for patent suits related to
commercial item
- FAR52.227-3
— Possible waiver: FAR 52.227-5

- If no requirement to indemnify Government

e Best of both worlds: no injunction, no willful
Infringement, and no need to pay

— Free legal defense from DOJ
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2. CRADA

e CRADA

Improve IP provisions and allow more flexible cooperation

e Problem: cannot provide funding

e Can assign government employee invention rights to contractor
e Bayh-Dole does not apply

Cooperative Research and Development Agreement

RADA)

First authorized by the Federal Technology Transfer Act (FTTA)
of 1986

Authority found at 15 U.S.C. § 3710a

Used for cooperative research and development efforts in which
the Government contribution is not money

Purpose must be consistent with the mission of the Government
laboratory party
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2. CRADA

° When should a CRADA be considered?

- When the Government has technology, data, or expertise that is
desirable to exploit for commercial benefit

- Permits a company to leverage the resources of Government
laboratories

—  To further develop or enhance existing technology using the
Government’s know-how, personnel, facilities or IP (but not
money)

Potential Government Partners

GOGO, Government Owned Government Operated Laboratory
GOCO, Government Owned Contractor Operated Laboratory
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2. CRADA (Cont.)

e Potential Non-Government Partners, § 3710a(a)(1)

-~ Just about anyone (e.g., partnerships, corporations, non-
profits, industrial organizations)

- Exception: No foreign governments

Other Considerations
—  CICA not applicable so competition is not required

—  Subcontracts
e Must be acknowledged in the agreement
e Only signatories to the CRADA may fully participate
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2. CRADA (Cont.)

e |P Considerations

- Preexisting IP

e |dentify preexisting IP to both your company and the
Government

e Establish rights in the preexisting IP as part of CRADA
negotiation process

- CRADAIP

e Government created-negotiated in advance?
e Company created-protected adequately?
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2. CRADA (Cont.)

e Key Provisions

- Licensing IP
e General authority to license is set forth at
§ 3710a(a)(2)

e Specific authority states that a laboratory may grant,
...In_.advance, to a collaborating party patent licenses
or assignments, or options ... in any invention made in
whole or in part by a laboratory employee under the
agreement...§ 3710a(b)(1)
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2. CRADA (Cont.)

e Key Provisions, cont.

Licensing IP

e Subjectto 35 U.S.C. § 209, can option or license pre-existing
Fed owned invention related to subject of CRADA ...8
3710a(b)(1)

—  Exclusive license for pre-negotiated field of use

— If multiple collaborating parties then may choose a collective
license

— GOVERNMENT RETAINED LICENSE IN ALL CASES: the
government retains a nonexclusive, nontransferable,
irrevocable, paid-up license for the invention

— Limited provision for the Government to compulsorily license
any exclusively licensed invention
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2. CRADA (Cont.)

e Key Provisions, cont.

— Licensing IP
e Under agreements ... pursuant to subsection (a)(1) ...,

the laboratory shall ensure that a collaborating party
may retain title ... § 3710a(b)(2)

e Retention of title by the collaborating party will be
subject to a nonexclusive, nontransferable,
irrevocable, paid-up license for the invention granted to
the Government
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2. CRADA (Cont.)

e Key Provisions, cont.

- Things the Government party can do
§ 3710a(b)(3):
e (A) accept, retain, and use funds, personnel, services,
and property from a collaborating party and provide

personnel, services, and property to a
collaborating party (but not money);

e (B) use funds received from a collaborating party in
accordance with subparagraph (A) to hire personnel to
carry out the agreement who will not be subject to full-
time-equivalent restrictions ...;
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2. CRADA (Cont.)

Key Provisions, cont.

-~ Things the Government party can do 8 3710a(b)(3), cont.:

e (C) permit a Government employee or former employee to
commercialize invention made by the employee; and

e (D) waive in advance, in whole or in part, any right of
ownership the Government may have to any subject
iInvention made under the agreement by the collaborating
party, subject to a nonexclusive, nontransferable,
irrevocable, paid-up license for the invention granted to the
Government
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2. CRADA (Cont.)

e Key Provisions, cont.

-~ Enforcement § 3710a(b)(4): Collaborating party
In an exclusive license in any invention made
under the agreement shall have the right of
enforcement
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2. CRADA (Cont.)

e Key Provisions, cont.

Contract considerations § 3710a(c)

e The laboratory director in deciding what cooperative
research and development agreements to enter into
shall —

(4)(A) give special consideration to small business firms,
and consortia involving small business firms; and

(4)(B) give preference to business units located in the
United States which agree that products embodying
inventions made under the CRADA or produced through
the use of such inventions will be manufactured
substantially in the US
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3. Other Transactions

10 U.S.C. § 2371: Prototyping authority
- Inspired by NASA'’s 1958 Space Act
DoD, DOE and DHS unique (although other agencies requesting)
- IP totally flexible, funding sources flexible
- Bayh-Dole does not apply
Generally used like CRADAs (but not required)
- Difference: No restrictions on spending
—~ Fairly flexible

- Can be as flexible as OTs not restricted by procurement statutes (seen
as the basis for OT authority)

If doing research only
- Technology Investment Agreement (TIA) is comparable
- TIA similar to Cooperative Agreements, but Bayh-Dole does not apply
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3. Other Transactions (Cont.)

e Allows parties to negotiate IP without statutory
encumbrances

-~  No standard form
e Allows contracting partner to submit own form

-~  One of the few vehicles in which Government participates in a
battle of the forms
While negotiable, agreements will often contain
standard IP rights clauses in at least initial drafts

-~ Standard IP clauses from Bayh-Dole and FAR represent
important public policy statements and corporate memory

-~ Familiar and no need for Government to explain variances to
Congress

38
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3. Other Transactions (Cont.)

e I|f want non-Bayh-Dole rights

- Explain problem
e Need to commercialize product
e Need to reduce regulatory burden
e Need to obtain investment

Can at least negotiate

- Other Transactions’ (OT) Guide for Prototype Projects”

e Encourages negotiations on IP “to accomplish program
objectives and foster government interests” if other than
Bayh-Dole rights

- Little guidance on what is required (probably a detriment)
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3. Other Transactions (Cont.)

Contractors can better protect crown jewels
— Meaningful IP protection

-~ Government can tailor IP provisions to reflect benefit to Government
° If Contractor taking all risk, Government rights reduced
° Could limit patent rights to only one arm of service or only to DoD

Negotiate march in rights to not frighten investors while ensuring
commercialization

-~ Reduce triggers for march in

Reduce administrative reports and/or triggers

- Eliminate withholding, number of reports, domestic preference for exclusive
licensing

Could use 28 U.S.C. § 1498 as shield to allow prototype to be built to defeat
blocking patents without having to retain IP rights under Bayh-Dole/FAR

Could use to govern other IP rights lacking clauses
- Secure trademark rights
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3. Other Transactions (Cont.)

Newer mechanism allows flexibility
- Not always appropriate to retain IP rights where the retention prevents
commercialization
- Government need for IP can be downstream (not always recognized in standard IP
provisions)
Allows government to enter battle of the forms
-~ Commercial firms have own draft agreements with which they are comfortable
- Reviewing Government-specific terms and conditions is expensive (even if the
terms are often analogous)
- All joint development agreements account for IP, Government IP provisions not
unheard of
Not enough people aware
-~ Not enough Government IP people to handle, little meaningful IP guidance
- Makes contracting officers conservative (less to justify if things go wrong)
- Need Government IP Counsel involved
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3. Other Transactions (Cont.)

Contractors misunderstand customer

FAR and Bayh-Dole reflect long-term corporate memory of Government
needs

All large, long-term companies have it (E.g., IBM)

When negotiating, should account for these and demonstrate how
variance represents better deal

E.g., March in rights: note that IP developed reflects only one possible
solution, and that commercial market will define

e Lack of commercialization of developed IP does not mean not commercial
market for solution

Focused on procurement of prototypes directly

Government often wants contribution from contractors
- Cost sharing

- IP rights (downstream)
Still restrictions on foreign contractors

MB Securing Innovation
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4. Beyond Other Transactions

e Newer solutions involve commercialization of entire
Industry

New solutions go beyond OT
-~ Venture Funding

e In-QTel
e Venture funds to try to develop commercial solutions that will benefit
government

—  Prize Authorities
e Set up prizes to attract talent to solve problem
- E.g., DARPA's desert race, X Prize, H Prize

—  No requirements for funding or rights in IP
e Can truly tailor to meet actual need
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4. Beyond Other Transactions (Cont.)

e Venture Fund Benefit

- Relies on commercial market to develop product, Government
merely provides help in form of investment

e Similar to how commercial companies (drug companies) use _
investment to spur research in area of interest for long term benefit

- Allows Government to spur growth of desirable technology
industry

—  Familiar business model (important)

Prize Authority Benefit

— Allows smaller entities (garage inventors, high schools, engineering
departments) to participate

e Maximizes competition in research
e Generates excitement in field
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4. Beyond Other Transactions (Cont.)

Problems:
- No guidance
- No protection under 28 U.S.C. § 1498
e Can be enjoined by competitor based upon patent
Venture Fund Problem:
- Potentially more invasive than Bayh-Dole

- Government is not licensee, but part owner of company
e  Currently, In-Q-Tel only has observer seat, but not required

e Government interest in voting/company direction may be different from
shareholders interest in profit

Prize Authority
— Useful for only where is well defined goal
- No guarantee that industry will develop

Mention since one should keep eye out for similar mechanism
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