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What is Intellectual Property?

Intellectual property law is grounded in two separate clauses of the
U.S. Constitution: the Intellectual Property Clause and the
Commerce Clause.

* The Intellectual Property Clause: “The Congress shall have the power . .
. To promote the progress of science and useful arts, by securing for
limited times to authors and inventors the exclusive right to their
respective writings and discoveries.” U.S. Const., Article I, 8§ 8, cl. 8.

« The Commerce Clause: “The Congress shall have the power ... To
regulate commerce with foreign nations, and among the several states,
and with the Indian tribes.” U.S. Const., Article I, § 8, cl. 3.

IP law also has strong common-law roots—especially in trade
secrets and trademarks.

The sources of IP law are highly relevant to what rights are
enforceable against the Government.
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What is Intellectual Property?

For our purposes, we’ll focus on the four most common
forms of intellectual property in business-government
transactions:

 Utility patents.

« Copyrights in computer software or technical data.

« Technical trade secrets.

e Trademarks.
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Patents

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

35 U.S.C. § 101.

To obtain a patent, an invention must be:
Directed to statutory subject matter.

Useful. This is a really low bar.

Novel. If it hasn’'t been invented before, it's novel.
Non-obvious.

Adequately described in a disclosure to the PTO.
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Patents

Patents are of limited duration.

e The 20-year patent terms is relatively short compared to other
forms of IP and considering the substantial up-front R&D and
government-approval costs, plus the 30+ months to issuance:

« Copyrights last for the life of the author plus 70 years (thanks to Walt
Disney) or up to 120 years from creation (for corporate works).

» Trademarks are of indefinite duration—they survive until abandoned or
rendered generic.

« Similarly, trade secrets last until they are revealed.
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But patent rights are relatively stronger than other IP
rights:

« Patents broadly protect an underlying new idea; copyrights
narrowly protect a particular expression, while trademarks
protect the goodwill associated with a particular brand.

« Patents are presumed valid; the owner must prove the existence
of a valid trade secret.

e Patents can be infringed literally or via the doctrine of
equivalents.

» Historically, patents have offered the strongest remedies and the
narrowest fair-use limitations.
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Patents

The Government—state or federal—cannot be enjoined
from patent infringement.

 Under Federal law, a patentee is entitled to receive “reasonable
and entire compensation” for infringement, but that does not
Include injunctive relief (meaning the patentee can’t stop the
government from continuing to infringe) or treble/punitive
damages (even if the government intentionally infringed the

patentee’s rights).

 And it’s not entirely clear that a patentee has any statutory
remedy against an infringing state government.

This has obvious licensing implications for companies
doing business with the government. Patent rights are
less valuable in government than in private negotiations.
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Copyrights

“Copyright protection subsists . . . in original works of authorship
fixed in any tangible medium of expression, now known or later
developed, from which they can be perceived, reproduced, or
otherwise communicated,” 17 U.S.C. § 102.

A copyright is conceived as a “bundle” of related rights, which can
be subdivided by the owner.

Copyrights are automatic: they exist the moment a work is created.

* But you need to “deposit” a copy with the Library of Congress—a purely
ministerial act—before filing suit.

In the Government context, copyrights protect “computer software”
and “technical data” — both defined by the FAR.

Just as with patents, the Government—state or federal—cannot be
enjoined from copyright infringement.

WINSTON
7 Strafford [N

Winston & Strawn LLP © 2009






Trade Secrets

A trade secret is a piece of information that confers a
competitive advantage on people who know it in part
because it is not commonly known.

The owner of a trade secret must take reasonable steps
to protect the secrecy of the information in question.

Anything that satisfies these criteria can be protected as
a trade secret.

Trade secrets exist until they are disclosed or cease to
have economic value. This means that trade secrets
can last forever.

RATRAWN
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Trade Secrets
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All 50 states have some form of trade secret protection.

The Economic Espionage Act, 18 U.S.C. § 1831 et seq.,
criminalizes trade secret theft at the federal level. But it
does not create a private right of action.

But reverse-engineering is permissible.

Trade secrets are historically the strongest form of IP for
government contractors, because injunctions are
available.

When the government is in possession of a company’s
trade secret, the Freedom of Information Act (and state
equivalents) comes into play.
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Trademarks

Trademarks protect the association of a word with its source—the
beneficiary of trademark protection is the consumer, not (except
indirectly) the trademark owner

Trademarks are protected under both state and federal law, and
both registered and unregistered marks are protected.

Under the Lanham Act, you do not need a registered mark; you can
sue for “false designation of origin.” 15 U.S.C. § 1125 (a).

Nature of illegal use: either (A) “likely to cause confusion” or (B)
“misrepresents the nature, characteristics, qualities, or geographic
origin of his or her or another person’s goods, services, or
commercial activities.”

RATRAWN
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Trademarks

The scope of trademark law is extremely broad.

« All commerce that can be regulated by Congress is potentially
affected:

 Interstate sales or transportation across state borders.

* Intrastate, if the use affects interstate commerce:; see Wickard v. Filburn,
317 U.S. 111 (1942).

* Federal facilities would seem to fall into the category of
“commerce regulated by Congress.”

* Thus, Federal Government uses are regulated.

« Services between agencies/programs in agency likely are uses
In commerce:

« 15U.S.C. § 1122(a) allows Lanham Act suit between Government entities.

» Congress can regulate at the entity level.
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Is Intellectual Property “Property”?

Under the Fifth Amendment’'s Takings Clause, the U.S. Government
cannot appropriate private property without compensating the
owner.

* Following an 1897 Supreme Court decision, the Takings Clause also
applies to the States.

» Chicago, Burlington & Quincey Railroad Co. v. City of Chicago, 166 U.S. 226 (1897).

* In Ruckelhaus v. Monsanto (1984), the Supreme Court indicated that
trade secrets are “property” for Fifth Amendment Takings purposes.

e Butin Zoltek v. United States (2006), the Federal Circuit concluded that
patents are not Fifth Amendment “property.”

 So maybe IP isn’'t “property” at all, at least from the Constitutional
perspective.
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Is Intellectual Property “Property”?

Zoltek Corp. v. United States

13
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Case has been ongoing, in some form, since 1996.

Zoltek developed and patented a method of manufacturing Tyranno
carbon-fiber sheeting.

As part of the F-22 Raptor program, Lockheed Martin caused infringing
sheeting to be made in Japan and then imported into the U.S.

Zoltek sued, but Lockheed Martin successfully asserted a Government-
authorization defense. “The provisions of [28 U.S.C. § 1498] shall not
apply to any claim arising in a foreign country.” Zoltek v. U.S., 51 Fed.
Cl. 829, 62 U.S.P.Q.2d 1366 (Fed. CI. 2002).

In consequence, Zoltek could recover only if the Government could be
held liable for patent infringement.

WINSTON
Strafford [N






Is Intellectual Property “Property”?

Zoltek Corp. v. United States

» Zoltek prevailed in the Court of Federal Claims, which held that,
despite a statutory immunity from suit, Zoltek could be
compensated under the Takings Clause. 28 Fed. Cl. 688 (Fed.
Cl. 2003).

» But the Court of Appeals for the Federal Circuit disagreed, ruling
that Zoltek has no remedy and that the Takings Clause does not
apply to patents. 442 F.3d 1345 (Fed. Cir. 2006).

» This presumably applies with equal force to copyright and trademark law.

» But Ruckelhaus v. Monsanto Co., 467 U.S. 986 (1984), is still
good law regarding trade secrets.

RATRAWN
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Is Intellectual Property “Property”?

Zoltek Corp. v. United States

» According to the Court of Appeals, “patent rights are a creature of
federal law,” with no independent vitality.

* And in the absence of a Constitutional obligation, the Government as
sovereign can infringe private patents with impunity.

 The Federal Circuit denied a petition for rehearing en banc, 464 F.3d
1335 (Fed. Cir. 2006), and the Supreme Court denied certiorari.

» Nevertheless, some scholars argue that Zoltek is wrongly decided, and
that patents are property for Fifth Amendment purposes.

* See Adam Mossoff, “Patents as Constitutional Private Property: The Historical
Protection of Patents Under the Takings Clause,” 87 Boston U. L. Rev. 689 (2007).
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Is Intellectual Property “Property”?

Zoltek Corp. v. United States, Fed. Cl. No. 96-166 (Jan. 16, 2009).

e But the Court of Federal Claims won't let the case die, concluding that
28 U.S.C. § 1498 (a) does not insulate Government contractors where
there is no direct remedy against the Government: Judge Damich
rejected the proposition “that contractors acting with the Government
‘authorization and consent’ cannot be found liable for patent
infringement.”

» He concluded that § 1498 (c) operates to nullify § 1498 (a) when the
contractor causes the infringement to take place overseas, because
otherwise the patentee cannot receive “reasonable and entire
compensation.”

* This means that Zoltek will be able to pursue a patent infringement
claim under 35 U.S.C. § 271 (g) against Lockheed Martin . . . in the
Northern District of Georgia, where the case was first filed.
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IP In Government Contracts

All of these issues will be discussed in detail in our
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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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Government misuse of IP

How IP disputes can arise.

« |[Pisincreasingly important to business success in the private
and government-contracting sectors. IP drives investment
and is critical to dual-use technology.

 In addition, the Government needs best-of-breed
technologies. Increasingly, those technologies (especially in
IT) arise outside the traditional government-contractor space.

« Sothe U.S. Government has become, increasingly, a
consumer of high-technology products, and that means that
Government also is increasingly a consumer of products
protected by intellectual property rights.
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Government misuse of IP

How IP disputes can arise.

 With this background in mind, it should be clear that IP

disputes with the Government will arise in at least two distinct
circumstances:

 First, the Government may improperly use contractor IP.

e Second, the Government (or its contractors) may improperly
use third-party IP.

 In either event, it is critically important that rights-holders
have a remedy to compensate them for infringement or
misuse.
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Government not private party

The United States can not be sued unless it consents to liability
by waiving sovereign immunity.

« "It has often been said that one of the hardest things in the
world is to sue the federal government. This is no mere
truism. Government is protected from suit by the doctrine of
sovereign immunity." AINS v. United States, 56 Fed. Cl. 522,
524 (2002), aff'd, 365 F.3d 1333 (Fed. Cir. 2004).

e "The United States, in the absence of its consent, iSs immune
from suit." Marathon Oil Co. v. United States, 374 F.3d 1123,
1126 (Fed. Cir. 2004).

« Courts have jurisdiction "only where and to the extent that the
government has waived its sovereign immunity, and any
waiver of sovereign immunity cannot be implied but must be
unequivocally expressed." Ledford v. United States, 297 F.3d
1378, 1381 (Fed. Cir. 2002).
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Government not private party

Federal Waivers for IP
« Patents and Copyrights: 28 U.S.C. 81498

« Trade Secrets:
e 28 U.S.C. § 1491 (The Tucker Act)
« 5U.S.C. 8552 (reverse FOIA under APA)
« 28 U.S.C. 88 2671-2680 (Federal Tort Claims Act).

e Trademarks: 15 U.S.C. §§8 1114, 1122, & 1127
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Government not private party

Patents and Copyrights - 28 U.S.C. §1498:

Suing over infringement of patents and copyrights not as
valuable to contractor.

Government defends contractor infringement.

. But see new Zoltek Court of Federal Claims decision!

° Contractor cannot use patents for procurement advantage.

« Government cannot infringe unless all steps in a patented
method are practiced within the United States. NTP v.
Research in Motion, 418 F.3d 1282 (Fed. Cir. 2005); Zoltek v.
United States, 78 U.S.P.Q.2d 1481 (Fed. Cir. 2006).
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Government not private party

Trade Secrets - The Tucker Act, 28 U.S.C. § 1491:

e The Tucker Act vests jurisdiction in the Court of Federal
Claims for "any claim against the United States founded either
upon the Constitution, or any Act of Congress or any
regulation of an executive department, or upon any express or
Implied contract with the United States."

« But it does not create jurisdiction over IP claims not based on
a breach of contract.
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Government not private party

Trade Secrets - The Tucker Act, 28 U.S.C. § 1491.:

« So the Tucker Act does not confer patent jurisdiction under a
Takings Clause theory. Any action against the U.S.
Government must satisfy Section 1498. See Zoltek v. United
States, 442 F.3d 1345 (Fed. Cir. 2006), cert. den. (dismissing
Zoltek's extraterritorial patent infringement claim as outside
the scope of the government's sovereign immunity waiver).

« Butitdoes confer trade secret jurisdiction where the
government allegedly entered into an implied-in-fact
agreement to protect the confidentiality of a bidder's
Information and then converted the alleged trade secret. Pi
Electronics v. United States, 55. Fed. Cl. 279 (2003).
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Government not private party

Trade Secrets - The Federal Tort Claims Act, 28 U.S.C. 8§ 2671-2680:

. FTCA grants any district court jurisdiction over torts committed by
government agents or employees, but excludes intentional torts and
torts based on the exercise or failure to exercise legitimate
governmental discretion.

. Disclosure of trade secrets is not discretionary because it is
prohibited by the Freedom of Information Act.

« A '"breach of confidence" is involved when the government induces a
private party to disclose a trade secret, and then supplies that trade
secret to another private party.

. Thus, trade secret disclosures can be actionable under FTCA.
Jerome Stevens Pharmaceuticals v. FDA, 402 F.3d 1249 (D.C. Cir.
2005).
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Government not private party

Trademarks - 15 U.S.C. § 1122 (a):

« "The United States, all agencies and instrumentalities thereof,
and all individuals, firms, corporations, other persons acting
for the United States and with the authorization and consent
of the United States, shall not be immune from suit in Federal
or State court by any person, including any governmental or
nongovernmental entity, for any violation under this chapter."

e The companion statute, 15 U.S.C. § 1122 (b), purported to
enact a similar waiver against State entities. It was invalidated
by College Savings Bank v. Florida Prepaid, 527 U.S. 666
(1999).
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Government not private party

State sovereign immunity must be expressly waived.

 United States v. Sherman, 312 U.S. 584 (1941),
Atascadero State Hosp. v. Scanlon, 473 U.S. 234
(1985).

Generally, State sovereign immunity cannot be waived by
an Act of Congress, but rather must be waived by the
State itself—either expressly or at the Constitutional
Convention.

 Blatchford v. Native Village of Noatak, 501 U.S. 775
(1991).
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Government not private party

This has been applied separately to various forms of IP:

. Copyrights: Wihtol v. Crow, 309 F.2d 777 (8th Cir. 1962); see also Lane v.
First National Bank of Boston, 687 F. Supp. 11, 15-17 (D. Mass. 1988),
aff'd on other grounds, 871 F.2d 166 (1st Cir. 1989).

Congress tried to reverse this via the Commerce Clause in 1990's Copyright Remedy

Clarification Act, but efforts to use the Commerce Clause to waive State sovereign
immunity were rejected in Seminole Tribe of Florida v. Florida, 517 U.S. 44 (1996).

. Patents: Chew v. California, 893 F.2d 331 (Fed. Cir. 1990).

« Trademarks: College Savings Bank v. Florida Prepaid Postsecondary
Education Expense Bd., 527 U.S. 666 (1999) and Florida Prepaid
Postsecondary Education Expense Board v. College Savings Bank, 527
U.S. 627 (1999).

. Trade secrets: As creatures of State law, trade secret claims turn on the
extent of a particular State's waiver of sovereign immunity.
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Government not private party

State waivers run the gamut:

« “[T]he State of Alabama shall never be made a defendant in any court of
law or equity.” Ala. Const. art. |, § 14.

. Utah sovereign immunity “is waived as to any contractual obligation.”
Ut. Stat. § 63-30d-301 (1)(a).

« “The state of Vermont shall be liable for injury to persons or property . ..
caused by the negligent or wrongful act or omission of an employee of
the state while acting within the scope of employment, under the same
circumstances, in the same manner and to the same extent as a private
person would be liable to the claimant.” 12 V.S.A. § 5601 (a).
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Government not private party

Generally, the plaintiff will rely on breach-of-contract
remedies.

This issue Is significant, especially as the U.S.
Government begins to rely more heavily on State and
local agencies for, e.g., homeland security and border
control.

« Federal Government may not be able to guarantee IP rights
protected at state level due to College Savings Bank
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Government not private party

State sovereign immunity in the government contracting sphere has
been discussed piecemeal in a handful of scholarly publications.

« Thereis alisting of remedies for procurement included in
Huffman & O'Sullivan, Uncharted Waters: State Contracting Terms
And Conditions, Intellectual Property, And The Homeland Security
Era. 33 Pub. Cont. L.J. 163-207 (2003).

« A chart summarizing sovereign immunity waivers appears at the
end of Michael Tardif & Rob McKenna, Washington State’s 45-
Year Experiment in Governmental Liability, 29 Seattle U. L. Rev. 1
(2005).
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Government not private party

Our forthcoming treatise, set for publication by Oxford University
Press in 2008, will address Federal procurement, but also will
discuss State-level IP laws, procurement laws, and sovereign
Immunity waivers in depth on a State-by-State basis.

Intellectual Property in Government Contracts
Protecting and Enforcing IP at the State and Federal Level
James G McEwen, David 5 Bloch and Richard M Gray

ISBN13: 9780195338560
ISBN10: 0195338561

Paper, 500 pages
Aug 2008, Not Yet Published

Price:$165.00 (07)
Shipping Details

WINSTON
16 Neglitdgel  &STRAWN

Winston & Strawn LLP © 2009






Government not private party

The Contracting Officer

. First line of communication; administers contract and
resolves disputes. 41 U.S.C. § 605.

The Board of Contract Appeals. BCAs set up
under Contract Disputes Act for each agency.

e Court-like setting, with issues heard de novo before ALJ.

. Final written decision.
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Government not private party

Boards of Contract Appeals also can decide non-monetary
patent issues.

« For example, in Campbell Plastics Engineering v. Brownlee,
389 F.3d 1243 (Fed. Cir. 2004), the ASBCA was held
competent to decide that the Army had obtained title to a
contractor's patent due to the inclusion of FAR 52.227-11 in
the initial contract. (Contractor failed to submit necessary

patent rights reports.)

« But, no pendent jurisdiction over non-contract claims. See
Wesleyan v. Harvey, 454 F.3d 1375 (Fed. Cir. 2006).
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Government not private party

Federal Court

« Court of Federal Claims is an Article | court. Sovereign
immunity generally dictates against jurisdiction on the
part of Article Ill courts.

« The only recourse for non-contractors (e.g., companies
concerned that the government is infringing their IP).

« Contractors can appeal BCA decision to Court of Federal
Claims, or appeal C.O. decision directly.

* No deference to BCA's legal conclusions.

« But factual findings are conclusive unless "fraudulent, or
arbitrary, or capricious, or so grossly erroneous as to
necessarily imply bad faith, or if such decision is not
supported by substantial evidence." 41 U.S.C. § 609 (b).
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Government not private party

Federal Court

e C.F.C. has nearly exclusive jurisdiction. Exceptions:
* District courts can hear actions against the TVA. 41 U.S.C. § 609
(@)(2).
. District courts can hear actions under the Federal Tort Claims Act,

which may cover improper disclosures of trade secrets. Jerome
Stevens Pharmaceuticals v. FDA, 402 F.3d 1249 (D.C. Cir. 2005).

« Concurrent jurisdiction with U.S. district courts for claims under
$10,000. 28 U.S.C. § 1346 (a)(2).

e Statute of limitations iIs six years.
« Final decision is appealable to the Federal Circuit.
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Government not private party

Federal Court

. Does Scanwell Labs, Inc. v. Shaffer, 424 F.2d 859 (D.C. Cir. 1970),
jurisdiction survive?

Scanwell is based upon APA and used to challenge improper procurement
actions.

. Scanwell jurisdiction probably was legislatively overturned by
the Administrative Dispute Resolution Act in 2001. See Emery
Worldwide Airlines, Inc. v. United States, 264 F.3d 1071, 1080
(Fed. Cir. 2001); Novell, Inc. v. United States, 109 F. Supp. 2d 22,
24 (D. D.C. 2000).

. But some cases suggest that Scanwell jurisdiction survives, at
least in principle. Iceland S.S. Co.-Eimskip v. United States Dep't
of the Army, 201 F.3d 451, 453 (D.C. Cir.), cert. den., 529 U.S.
1112 (2000); Peter Verchinski, Note, Are District Courts Still a
Viable Forum for Bid Protests?, 32 Pub. Cont. L. J. 393 (2003).
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Government not private party

Remedies are IP specific

Patent: Damages only (no injunction)

Copyright: Damages only (no injunction)

Trade secret:

« Damages
« Reverse FOIA injunction
 Preclude unauthorized distribution to competitor (breach of contract)

Trademark: Damages and injunction

WINSTON
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Federal Government liable for

Direct infringement: using or manufacturing by the United
States.

Indirect Infringement: used or manufactured for the United
States.

Or both, as in Boeing Co. v. United States, 69 Fed. CI. 397 (2006):
government infringed patented method for strengthening alloys
used on Space Shuttle external fuel tanks.

Elements of liability the same as regular infringement

First, the claim scope is determined without regard for the
accused product or process; and

Second, the properly construed claim is then compared with the
accused product or process to determine whether there is literal
infringement or infringement under the doctrine of equivalents.
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Patents

Government defenses:

. Government can assert the same defenses that can be raised
by a private party in a commercial infringement action

« Can also raise unique licensing, Bayh-Dole, and Patent
Rights clause defenses:

 Required rights or title transfer if find asserted patent is
“subject invention”

 Buttransfer is discretionary on the part of the
government. Central Admixture Pharmacy Svcs. v.
Advanced Cardiac Solutions, 482 F.3d 1397 (Fed. Cir.
2007).
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Patents

Government’s Authorization and Consent
e Based upon 28 U.S.C. §1498

« Can beimplied by Government directed actionor
component selection which caused the infringing activity

« Can be express, by inclusion of the appropriate FAR
provision (e.g., FAR 27.202-1, clause 52.227-1)

- Applies to contracts, grants, cooperative agreements

« OTs and CRADAs may also include since is use on
behalf of Government

e Undermined by new Zoltek decision —does 28 U.S.C. §
1498 (c) eliminate authorization-and-consent for
contractors under 28 U.S.C. § 1498 (a) or 35 U.S.C. §
271 (g)?
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Actions of contractors and subcontractors imparted to the

government when done with the Government’s “authorization
and consent”

 Where use exceeds authorization and consent, can enjoin
private contractor directly

« Authorization and consent is an affirmative defense. It
does not grant the contractor-defendant the right to
remove a lawsuit from the jurisdiction in which itis
pending and transfer it to the Court of Federal Claims, and
It is deemed waived if not raised in an answer.

WINSTON
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“Authorization and consent” defense to infringement
depends on scope of contract

Defense requires showing of scope of contract
encompasses infringing activity

Madey v. Duke University, 307 F.3d 1351 (Fed. Cir. 2002)

Authorization and consent defense to infringement for
Infringement within scope of grant

No authorization and consent for infringement exceeding
scope of grant

Ford RGN
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Patents

No injunctions.

e Under 28 U.S.C. 81498 injunctions to stop infringement are
not permitted

« Eminent domain-like taking — but without a Fifth Amendment remedy
(see Zoltek).

« Of course, after MercExchange v. eBay, injunctions are somewhat
disfavored in commercial patent litigation, as well.

 If licensing agreement, unclear if breach of contract claims
useful to enjoin Government

Actions of contractors and subcontractors imparted to the
government when done with the Government’s “authorization

and consent”

« Where use exceeds authorization and consent, can enjoin
private contractor directly
WINSTON
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Patents

“Reasonable and entire compensation,” measured same way as
commercial litigation

« Hypothetical willing buyer/willing seller approach is the
preferred damages calculation method.

e Lost profits allowed.
e« Savings to the Government.

Reasonable and entire compensation includes reasonable
costs (e.g., attorneys fees and expert witness fees) if the
patent owner is a nonprofit, small business with less than 500
employees or an independent inventor.

May include compensation for Government’s delay in paying
for a license (effectively, interest, though not styled as such).

No provision for willfulness or enhanced damages.
« Of course, post In re Seagate willfulness is increasingly
problematic in patent litigation generally.
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Copyrights

Non-contract (third-party) claims

« 28 U.S.C. 81498(b) states that the exclusive action for an

owner of a copyright that is infringed by the Government
Is In the Court of Federal Claims.

« Example: O'Rourke v. Smithsonian Institution Press, 399
F.3d 113 (2d Cir. 2005)

« O'Rourke wrote and published an original book entitled Currier and
lves: The Irish and America

 Alleged Smithsonian copied from his book when it published Currier
and Ives: America Imagined

« Dismissed since Smithsonian is part of Government with exclusive
liability governed by 28 U.S.C. §1498 (b)

WINSTON
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Copyrights

No waiver of sovereign immunity for ancillary
copyright-related claims.

« Thus, government is immune from suit under the Digital
Millennium Copyright Act's anti-circumvention provisions.
See Blueport Co. v. United States, 71 Fed. CI. 768 (Ct. CI.

2006).

Contract-based claims:

« Regular breach of contract rules apply for technical data
and computer software.

* No injunction based solely on contract unless the
copyright also involves limited or restricted rights, i.e.,
copyright expresses proprietary information.
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Copyrights

Government can assert the same defenses that can be raised
by a private party in a commercial infringement action.

Fair use sometimes asserted:
« Government not commercial entity

« Government use does impact commercial market, so need
more to show fair use appropriate

American Geophysical Union v. Texaco, Inc., 60 F.3d 913 (2d Cir.
1995): Researchers making of copies of scientific journals not fair

use since copying precluded purchasing more copies from journal
publishers.

Actions of contractors, subcontractors, or any
person, firm or corporation imparted to the
Government when done for the Government and
with the Government’s authorization and consent.

F RATRAWN
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Copyrights

Additional defenses: Failure to mark

« Restricted right software becoming unlimited rights for
faillure to mark:

« Ervin & Assocs. v. United States, 59 Fed. Cl. 267 (2004): FAR Rights
In Data-General clause applied because Ervin failed to mark all pages
of copyrighted documents and because data (even unnecessary
data) was first collated in the course of performing a government
contract.

 Inre: General Atronics Corp., ASBCA No. 49196 (Mar. 19, 2002):
"GAC did not mark the wireline interface software with a restrictive
legend. Moreover, it did not incorporate any restrictions into a
licensing agreement ‘'made part of [the] contract prior to the delivery
date of the software." Therefore, pursuant to DFARS 252,227-7012
(Oct. 1988), the Navy acquired unlimited rights in the software."

 In both cases, the government obtained unlimited rights in otherwise
copyrighted materials for failure to mark.

WINSTON
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Copyrights

Additional defenses: license rights

« Right was allowed by contract. For example. ..

«  Software maintenance rights allowed under FAR 52.227-19.

Form, fit, function data required to be unlimited rights for DoD
contracts under 10 U.S.C. §2320.

« These contract rights are strictly (and narrowly) construed

Appeal of Ship Analytics International, Inc., ASBCA No. 50914
(ASBCA 2001): Right to perform software maintenance does not

extend to upgrades since allowing would amount to granting
unlimited rights.

WINSTON
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Copyrights

No injunctions for copyright infringement, but proprietary
markings will be enforced (trade secret protection).

Again, “reasonable and entire compensation”
« Actual damages and profits.

 Includes minimum statutory damages under 17 USC
§504(c).

Statute of Limitations
e 28 U.S.C. 81498(b).
« 3years of unauthorized use.

« May be extended if an administrative claim was filed with
the infringing Department or Agency.
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Trade Secrets

Trade Secrets are traditionally the most valuable IP asserted
against the Government

« Trade secrets in technical data

« Trade secrets in computer software
Powerful remedies not otherwise available

« Money damages

 Injunctions

Lawsuits can be filed with the Court of Federal Claims, U.S.
District Courts, or BCAS.

Is there now also an administrative remedy via the Chief FOIA
Officer?

. Required in all agencies pursuant to Open Government Act of
2007, 5 U.S.C. 8§ 552 (j)-(k).
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Trade Secrets

Without proper marking, you have no claim.

« "This failure to use an appropriate data legend gave the
government unrestricted use to the PNVG prototypes.
Plaintiff's argument that it was sufficient to have affixed
the legend to the 'technical drawings and documentation'
associated with the goggles is not persuasive. To allow
an exception to 252.2267-7018 as the plaintiff advocates
would be contrary to the language of the regulation,
contradict its intent, and ultimately render the regulatory
protection of data unworkable." Night Vision Corp. v.
United States, 68 Fed. Cl. 368 (2005).

 Failure to mark every page of allegedly proprietary
information is fatal. Xerxe Group v. United States, 278
F.3d 1357 (Fed. Cir. 2002).

« Bell Helicopter Textron, ASBCA No. 21192, 85-3 BCA
18,415 (failed to mark drawings and failed to seek express
determination of limited rights).

WINSTON
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Trade Secrets

5U.S.C. 8§ 8702 & 552: Reverse FOIA under APA
Government does not have discretion to reveal proprietary information

. Pertains to marked data and software

. FOIA Exception 4 (trade secrets) encompasses line-item pricing data in government contracts.
Canadian Commercial Corp. v. Dep't of the Air Force, __ F.3d __, 2008 WL 220638 (D.C. Cir., Jan.
28, 2008).

. Utilizes laws against Government disclosure

« Trade Secrets Act, 18 U.S.C. 81905 prohibits disclosure of proprietary
data by Government employee

 Similar protection for unpublished patent applications. 35 U.S.C. 8§122(a)
. Useful if marked data provided under contract or outside of contract

 If under contract, Government is contractually bound to use validation
procedures

« Validation procedures outlined in 10 U.S.C. 82321 (most agencies use)

WINSTON
Neglitdgel  &STRAWN

38
Winston & Strawn LLP © 2009






Trade Secrets

Court of Federal Claims:
. Contract damages (actual or implied in fact).
District Courts:

. Federal Tort Claims Act? Jerome Stevens Pharmaceuticals v.
FDA, 402 F.3d 1249 (D.C. Cir. 2005).

. Claims under $10,000.
BCAS:

« Actual damages (maybe also implied-in-fact?).

. But must be a sum certain, not, e.g., "at least 15%." Appeal of Rex
Systems, Inc., ASBCA No. 54436 (21 July 2005).

« ASBCA ultimately dismissed Rex's action on jurisdictional grounds.
Appeal of Rex Systems, Inc., ASBCA No. 54436 (7 Nov. 2007).
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Trade Secrets

BCAs can award lost profits for trade secret
misappropriation, but will do so by finding a breach of

contract.

Data Enterprises of the Northwest v. General Services
Administration, GSBCA 15607 (Feb. 4, 2004).

« No damages for loss of net worth—too speculative.

« No damages for value of hypothetical contract that was never
signed—too speculative.

* No reasonable royalty—BCAs cannot grant such relief,
because it sounds under the Takings Clause, which BCAs
cannot enforce.

« Lost profits on expected contract sales are recoverable.
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Trademarks

There is a gradual but growing realization that trademarks are
relevant in the Government market.

. Preferred Risk Mutual Insurance Co. v. United States

For Governmental purposes, trademarks prevent false
associations:

 Public should be able to rely on names associated with
Government agency

For contractor purposes, trademarks prevent faulty goods
from being attributed to the contractor:

e Harm in commercial market (if news reports)

« Harm in government market (procurement professionals
talk)
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Trademarks

Government offers multiple products perceived to
be Government-owned even if built/maintained by
contractors

Just because trademarks are available does not
mean a contractor should seek them.

« Reasons not to assert ... Government contractor defense
provides immunity from product defect suits if contractor
can show Government made design choices.

 So the contractor may lose trademark rights
but obtain patent infringement protection.
Boyle v. United Technologies Corp., 487 U.S.
500 (1988)
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Trademarks

If the government is buying a commercial product or a product
built to performance specification, the government is not
controlling quality—the contractor is.

« May be able to control follow-on procurement based
upon trademark, especially if mark/product is specifically
identified, e.g., Camelbak hydration systems in Iraq.

— This is specifically prohibited in several States, e.g.,
South Dakota.

* Need to be able to protect name in marketplace anyway.
See, e.g., GMC v. Lanard Toys, 80 U.S.P.Q.2d 1608 (6th
Cir. 2006): GM able to assert trademark and trade dress
rights in the Humvee—a product created under a DoD
contract.
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Trademarks

How to assert rights against the Government

« Lanham Act waived immunity; see 15 U.S.C. §§ 1114, 1122,
& 1127.

Whose immunity waived:

The United States, all agencies and instrumentalities
thereof, and all individuals, firms, corporations, other
persons acting for the United States and with the
authorization and consent of the United States.

Injunctions are available

« Unusual, since injunctive relief not readily available in
other IP claims (save trade secrets)

In Federal or State court

 Unique, since other IP claims are limited to
USDC/CFC/BCAs. WINSTON
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Trademarks

Remedies include:
. Injunctive relief - 15 U.S.C. 8§ 1116
. Actual damages, profits, costs and attorney’s fees - 15 U.S.C. 81117
. Destruction of infringing articles - 15 U.S.C. § 1118
. Remedies provided under 15 U.S.C. 8§ 1114, 1119, 1120, 1124, and 1125
. any other remedies provided under the Lanham Act. 15 U.S.C. § 1122 (c).

... any other remedies provided under the Lanham Act.

. State-law remedies?
. Possibly also liable overseas as a result of 1999 waiver?
. Treble/punitive damages? Not excluded . . . though obtaining punitive damages

against the government without a private bill would be unprecedented. . ..
In procurement world

. Injunctive relief means contract terminated for convenience
. Indemnification for costs? Possible, but only if in contract
PO zSTRAWN
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Trademarks

Obvious uses: Limiting CICA via RFP/IFB or
Injunction.

« CICA requires full and open competition, but scrutiny
focuses on language of RFP/IFB.

« Limited exceptions - including only one available source
By definition, trademark comes from only one source

Injunctive relief can affect:

° Responsiveness: Other bidder cannot bid since will not be
responsive since cannot provide good

« Responsibility: Bidder cannot technically perform if enjoined
or damages too large to allow continued production
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Trademarks

Government has started asserting trademark rights
- NASA v. Ko Suk Ju, Claim FA0204000110865 (Nat.
Arb. For. June 18, 2002)

« Respondent attempted to register nasa.biz

« NASA countered with showing of common law rights to
NASA dating to 1958

« Based on unregistered "NASA" mark, Respondent ordered
to assign name to NASA
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Administrative Claims

All government actions are subject to some sort of

administrative review, as required by the Administrative
Procedures Act, 5 U.S.C. §§700-706.

Intellectual property disputes are subject to the same
review.

e Some procedures are spelled out in the statute, some
In regulations.

« Only trademark has no explicit regulation for agency-
level review.
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Benefits of Administrative Claims

o Cheaper:

* Cost of a stamp to file
* More limited discovery

» [For patents and copyrights, extends period of liability:

* Use results to support lawsuits against commercial uses of product.
« But only if the agency has authority to settle.

* In denying claim, Government typically identifies existing uses

* FAR 27.201-2 (c) requires patent indemnity for commercial supplies and services and
FAR 52.212-4 (h) requires indemnity for all IP for commercial contracts under FAR Part
12 — this may tell you who else to sue. . ..

 Government has authority to license and is encouraged to settle:
« DOD: 10 U.S.C. §2386
* Energy: 42 U.S.C. §7261
* Education: 20 U.S.C. 83480
« NASA: 42 U.S.C. §2473
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The Claims Process

Notification: Written notice to Office of Counsel

 Describe your IP rights

 Evidence of ownership

« What is causing infringement: Procurement

Information, commercial product name, Government
program name, etc.

 Relief: How much money.

— Bigger claims get more attention

WINSTON
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The Claims Process

Response from agency:

« Counter offer

e Initial Decision

Reply: Contest Agency’s position
License or Final Denial

« Go to court under applicable statute if not satisfied
« Apply for attorneys’ fees (if applicable)
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The Claims Process

Only patents and copyrights have explicit claims
adjudication

Are other IP rights worth considering for agency
review?
e Trade Secrets

e Trademarks

WINSTON
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DoD: DFARS 227.7004 - Requirements for filing a written administrative claim
for patent infringement:

« An allegation of infringement and request for compensation;
. Citation to the allegedly infringed patents;

. Designation of the alleged infringing item or process to permit
identification (if known)--military or commercial designation;

. Identification of at least one claim of each patent alleged to be
infringed—usually, but not necessarily, by claim chart; or

. If the patentee can't make such an identification, a declaration that the
claimant has made good faith attempt to establish infringement but was
unable to do so, giving reasons and stating a reasonable basis for his
belief that the patent is being infringed.

Indirect notice (or notice not in compliance with DFARS 227.7004) does not
constitute actual notice for purposes of Governmental liability. DFARS
227.7005. WINSTON
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Helpful attachments (not required):
. Copy of the asserted patents;

. Identification of all procurements known to claimant that involve the
alleged infringing item;

« A detailed identification of the accused article or process in a claim
chart;

« If available, this identification should include documentation and
drawings to illustrate the accused article or process in suitable detail
to enable verification of the infringement comparison;

 Names and addresses of all past and present licenses under the
patents, and copies of all license agreements and releases involving
the patents; and

« A brief description of all litigation in which the patents have been or
are now involved.
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A list of all persons to whom notices of infringement have been sent,
including all departments and agencies of the Government, and a
statement of the ultimate disposition of each.

A description of Government employment or military service, if any,
by the inventor and/or patent owner.

A list of all Government contracts under which the inventor, patent
owner, or anyone in privity with him performed work relating to the
patented subject matter.

Evidence of title to the patent(s) alleged to be infringed or other right
to make the claim.

A copy of the Patent Office file of each patent if available to claimant.

Pertinent prior art known to claimant, not contained in the Patent
Office file, particularly publications and foreign art.
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Where to complain:

. Department of the Army: Chief, Patents, Copyrights, and Trademarks
Division, U.S. Army Legal Services Agency

. Department of the Navy: The Patent Counsel for Navy, Office of Naval
Research

. Department of the Air Force: Chief, Patents Division, Office of The
Judge Advocate General

. Defense Logistics Agency: The Office of Counsel; for the National
Security Agency, the General Counsel

. Defense Information Systems Agency: Counsel
. Defense Threat Reduction Agency: General Counsel
. National Imagery and Mapping Agency: Counsel
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DFARS 227.7006: Investigation and administrative disposition
of claims (basically the same at other agencies).

Agency investigates:
« Contacts program offices and individual commands.
« Usually one lead IP attorney at most relevant command.
« Thereis authority to license at command level.

« License fees come from program offices at command; HQ
does not pay (thus their input is minimal).
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Patents

Claim decision

. If denied, must inform claimant.

. If indemnification is required, there must be agreement from the
indemnifying contractor.

« Tolling of past damages stops at this point. 35 U.S.C. § 286 tolls
damages against Government:

— Up to 6 years (between date of receipt of written claim for
compensation and date of mailing of Government notice
that his claim has been denied) shall not be counted as
part of the limitations period; or

— If Government delays in issuing decision for six years,
twelve years total damages available on first day of
lawsuit.

« Tolling in 35 U.S.C. 8286 requires that the agency have an
authority to settle claims
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Copyrights

Same basic procedure as for patents
Tolling:

« 28 U.S.C. 81498(b) limits compensation against
Government for infringement “committed more than three
years prior to the filing of the complaint or counterclaim
for infringement in the action.”

« Butthe period of administrative claim not counted
towards three years “between the date of receipt of a
written claim for compensation by the Department ...
having authority to settle such claim and the date of
mailing by the Government of a notice to the claimant that
his claim has been denied.”
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Trade Secrets

Reverse FOIA
Validation procedures

« Administrative procedure where Government challenges
status of software/technical data

Contract specifies procedure
« In DOD, 10 U.S.C. 823221 mandates the procedure

« Executive Order 12,600 requires notification of the
document's owner and time for response.

 Increased disclosure risk based on perceived legislative
policy following The Open Government Act of 20077
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Trade Secrets

Validation Generally

« Contracting officer asks for information (pre-challenge)
« Receive formal challenge letter with grounds

« Contractor needs to respond within set time limit (30 days
or so) with justifying evidence
« Contracting officer makes decision

« Can appeal to Board of Contract Appeals/Court of Federal
Claims
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Trade Secrets

Civilian validation procedures: FAR 52.227-14(e)

DoD: DFARS 252.227-7037 (Technical data) and DFARS
252.227-7019 (Software)

When looking at procedures, important to know dates

« Date data/software developed indicates the appropriate
contract (and clause)

« Right to mark does not depend on contract requiring
delivery as much as contract when developed
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Trademarks

Nothing spelled out for administrative review
« Not even authority to settle

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?

WINSTON
63 Neglitdgel  &STRAWN

Winston & Strawn LLP © 2009






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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Protecting and Enforcing IP Rights in Government Contracts:

What You Don't Know Will Hurt You
Part 1: Understanding Unique IP Rights Issues

A Live 90-Minute Audio Conference with Interactive Q&A
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A. What Is Intellectual Property?

e General types
- Patents
- Copyrights
-~ Trademarks
-~ Trade Secrets

e Any non-tangible “product” having value is
likely a form of intellectual property.
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A. What Is Intellectual Property? (Cont.)

e Societal impact

- Used to be relatively minor in importance
e Not anymore
- 20% of GDP: Stephen Siwek, Engines of Growth: Economic Contributions of the US
Intellectual Property Industries, (Nov. 2005)
- FTC holding hearings on the IP Marketplace to explore impact
e http://www.ftc.gov/bc/workshops/ipmarketplace/

Company valuation

- IP accounts for substantial portion of American business assets

e Over half: James V. DeLong, The Importance of Intellectual Property for Information
Technology Development in the Less-Developed World: Progress Snapshot 1.22. The
Progress & Freedom Foundation, December 2005

- Need to account for under SOX
e Existing portfolio as an asset

e Possible liability
- Past damages (easiest to quantify) and future profits (such as royalties)
— Injunctions
e Impact of injunctions hard to measure
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A. What Is Intellectual Property? (Cont.)

e [P assets are growing in importance in business transactions

e M&A Insights: Spotlight on Intellectual Property Rights Survey (2008)

- 52% of survey respondents believe IP will become more important to
overall M&A activity in the next five years.

- 85% of corporate respondents and 72% of private equity respondents view
IP assets as important or more important than other assets

- 33% listed patents as most valuable asset in M&A transaction
e 26 % viewed trademarks and domains names as most important
e 16% viewed trade secrets as most important
e 8% viewed copyrights as most important
e Survey by Mergermarket Group shows:
— Crucial role in mergers and acquisitions process
- Importance in driving additional value for transactions

- Commercial view is overwhelming that patents are most valuable asset
e In contrast to what is valuable for purposes of procurement
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What Is Intellectual Property? (Cont.)

Example of impact on Company

— Tivo, Inc.

e In January 2000, the company'’s stock dropped 44% when a patent
infringement complaint was filed against the company.

e In May 2001, the company’s stock price increased 127% after the
announcement of a key patent’s issuance.

e |n early December 2001, the company’s main competitor announced
the issuance of a key patent, and TiVo’s stock price dropped 10%.

e One week later, TiVo announced the issuance of two new patents, and
its stock price rebounded with a 17% increase in price.

Similar recent occurrences for Research In Motion (RIM)
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A. What Is Intellectual Property? (Cont.)

e Example of impact on Industry

- Patent cliff

e Over 100 pharmaceutical patents are set to expire by end of
2009 according to PharmaTimes article

e “The world's top drugmakers face the loss of $140 billion in
annual sales by 2016” according to Reuters article

— Pfizer's epilepsy drug Neurontin went off patent in the
second quarter of 2005 and subsequently had a 77% drop
In sales.

- Merck & Co. expected sales of cholesterol drug Zocor to
drop from $4.2 billion to 2.6 billion after the patent expiration
In June 2006.
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A. What Is Intellectual Property? (Cont.)

e |P Is a powerful litigation weapon

- Can use to obtain:
e Past damages
e Royalties (future damages)
e Injunctions
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What Is Intellectual Property? (Cont.)

Recent Patent Infringement Verdicts

Tivo v. Echostar, 516 F.3d 1290 (January 2008)
° Echostar infringed on Tivo’s DVR patent.
° Award: $73,000,000
Honeywell International Inc. v. Hamilton Sunstrand Corp., (April 2008)
° Hamilton Sundstrand infringed on Honeywell’s patents related to gas turbine engines.
° Award: $46,600,000
Lucent Technologies Inc. v. Microsoft Corp. (February 2007)
° Microsoft Windows MP3 technology infringed on two Lucent patents
° Award: $1,538,056,702
Depuy Acromed, Inc. v. Medtronic Sofamor Danek, Inc (September 2007)
° Medical device company claimed defendant violated patent on surgical screw.
° Award: $226,300,000
TGIP Inc. v. AT&T Corp. (September 2007)
° AT&T infringed on plaintiff's patents for point-of-sale activation and resale of calling cards.
° Award: $156,289,609
Z4 Technologies v. Microsoft Corp. (April 2006)
° Microsoft Corp. and Autodesk Inc. infringed Z4’s anti-piracy software
° Award: $133,000,000 ($115M-Microsoft; $18M-Autodesk)
Hynix Semiconductor Inc. v. Rambus Inc. (July 2006)
° Competitor liable for infringement of memory manufacturer's products.
° Award: $306,900,000
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A. What Is Intellectual Property? (Cont.)

e Five Recent Patent Infringement Settlements

1. Samsung Electronics v. InterDigital (January 2009)
1. Samsung Electronics BlackJack Il and Instinct phones allegedly infringed InterDigital patents
2. Settlement: $400 million

2. SAPv. 2 (June 2008)

e SAP will pay i2 $83.3 for patents on software programs related to supply chain planning, electronic negotiation,
collaboration, and available-to-promise product management

3. Apple v. Creative Labs (August 2006)
e Apple’siPod allegedly infringed Creative Lab patents
e Settlement: $100,000,000
4. NTP v. RIM. (March 2006)
e Research in Motion’s Blackberry product allegedly infringed NTP’s patents
e Settlement: $612,500,000
5. Karlin Technology v. Medtronics (April 2005)
e Medtronic settled infringement claims by buying spine-related medical patents
e Settlement: $1,350,000,000
6. EMC v. Hewlett Packard (May 2005)
e HP paid cross-licensing agreement to resolve software patent litigations
e Settlement: $325,000,000
7. Sun Microsystems v. Microsoft (April 2004)
e Microsoft paid Sun Microsystems to resolve patent, anti-trust issues
e Settlement (patents): $900,000,000
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Case

Phillip Morris v. Otamedia

Qwest Communications v. OneQwest
Orthofix v. Electro-Biology

Neon Sys. Inc. v. New Era of Networks Inc.
Playboy Enterprises Inc. v. HSINI. Chen
A&M Records Inc. v. Abdallah

Purebred Co. v. H.J. Heinz Co.

Nintendo of America Inc. v. Ketchum
United Phosphorus Ltd. v. Midland Fumigant
McCoy v. Mitsubishi Cutlery Inc.

Christopher Rolell Weaver v. Burger King Corp.

Large Money Damages in Trademark Lawsuits 1995-2005

Decision
Year

Damages
Award

$173,000,000
$117,000,000
$64,170,000
$39,000,000
$18,537,766
$7,000,000
$5,900,000
$3,059,680
$2,994,000
$2,729,146
$2,600,000
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A. What Is Intellectual Property? (Cont.)

2005
2002
2001
2001
1997
1996
2003
1998
1993
2000
1995
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What Is Intellectual Property? (Cont.)

e U.S. IP Infringement Verdicts and Settlements

$1.35 billion settlement to surgeon by medical device company
(patent, contract)

e Michelson v. Medtronic (2005)
$873 million judgment to Polaroid for infringement on instant
photography patents.
e Polaroid Corp. v. Eastman Kodak Co. (1991)
$235 million settlement for misappropriation of trade secrets
e Cadence Design Systems v. Avant! (2002)
$116 million for misappropriation of trade secrets
e X-IT Products v. Walter Kidde Portable Equipment Inc. (2001)
$750 million settlement for unlawful procurement of intellectual
property and breach of contract concerning medical stents.
e Medinol v. Boston Scientific (2005)
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A. What Is Intellectual Property? (Cont.)

e U.S. IP Infringement Verdicts and Settlements (Cont.)
—  $136.3 million award for 23 record companies who sued a Taiwanese CD
production company for pirating more than 1,500 songs for counterfeit CDs
e Atlantic Recording v. Media Group, Inc. (2002)

-~ $381 million for the theft of NAND flash-related trade secrets, with an
additional $84 million in punitive damages
e Toshibav. Lexar (2004)

- $400 million settlement over infringement of printer patents
e Pitney Bowes Inc. v. Hewlett-Packard Co. (1999)

—  $53.7 million verdict followed by $612 million settlement agreement for
infringement of wireless email patents
e NTP Inc. v. Research In Motion Ltd. (2002, 2006)
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Patents

Patents have strong historical and constitutional basis

— Article 1, Section 8 of the U.S. Constitution reads

o Congress shall have Power... to promote the progress of science
and useful arts, by securing for limited times to authors and
inventors the exclusive right to their respective writings and
discoveries.

- George Washington’s address to the U.S. Congress in 1790
urged that the United States should encourage and reward its
own inventors and not rely on the importation of technology.

-~ First patent board: Thomas Jefferson, Henry Knox, and
Edmond Randolph

The idea of protecting innovation is fundamental and
personal to inventors/authors

- Discourages slavish copying and forces creation of something
new
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1. Patents (Cont.)

e Patent Right: The Negative Right to Exclude
Others

- 35 U.S.C. § 271(a) recites “[e]xcept as otherwise
provided by this title, whoever without authority makes,
uses, offers to sell or sells any patent invention, within
the Unites States or imports into the Unites States any
patented invention during the term therefore infringes the
patent.”

It is not an affirmative right to make or use your
own invention.
- Can infringe third party patent while practicing your own
- Patent thicket
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Patents (Cont.)

Compared to other IP, patent term is very short
- Term of Utility Patent Application: 20 years from filing
- Trade Secrets and Trademarks: Potentially indefinite
- Copyrights: 70-90 years
° Works made for hire last upwards of 95 years after publication or 120 years after creation
Coverage is stronger and more broad
- Presumption of validity (not true in trade secrets)
- Not tied to specific product or expression (not true in copyright or trademark)
Compared to other IP, patents viewed as more valuable as an asset
- M&A Insights: Spotlight on Intellectual Property Rights Survey (2008)

° 85% of corporate respondents and 72% of private equity respondents view IP assets as important or more
important than other assets
° 33% listed patents as most valuable asset in M&A transaction

- 26 % viewed trademarks and domains names as most important
- 16% viewed trade secrets as most important
- 8% viewed copyrights as most important
- Commercial view is overwhelming that patents are most valuable asset
° In contrast to what is valuable for purposes of procurement
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1. Patents (Cont.)

e \What is patentable
— Utility patents: inventions and discoveries of a:

e new and useful

e process, machine, manufacture, composition of matter, or new
and useful improvements of the same.

_ HNeW”

e not previously invented or discovered by another or obvious in
view of what was previously known

— “Useful”

e Not frivolous or immoral, laws of nature, pure mathematical
algorithms
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1. Patents (Cont.)

e A U.S. patent may be obtained on practically
anything resulting from man’s intervention,

- Normally process, machine, manufacture, composition of
matter

e New animals, software, seeds, fruits and in special cases,
products of nature.

e Software

e The U.S. Supreme Court has held that statutory
subject matter “... include[s] anything under the sun

as made by man.” Diamond v. Chakrabarty, 447
U.S. 303 (1980).

e Currently a hot topic in light of In re Bilski
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1. Patents (Cont.)

e Drawbacks to patents

- Not all inventions are patentable

e Mere ideas; intellectual and mathematical operations;
fundamental scientific discoveries; laws of nature;
writing, such as business plans, customer lists, etc.

e Current fight over computer software

— |Is patentable as process or a system

— But if based upon algorithm not tied to specific
transformation or machine, not patentable because it
would monopolize all uses of the algorithm
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1. Patents (Cont.)

e Patents are not iImmediate and are

expensive

- Unlike trademarks, trade secrets, and copyrights, which
vest immediately and cheaply

e Pendency

— Average first action pendency of 25.6 months and an
average total pendency of 32.2 months

e Average cost

- Between $6500 and $12,000 for application alone according
to 2007 AIPLA Report of the Economic Survey
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2. Copyrights

e Copyrights also have strong historical and constitutional basis

Article 1, Section 8 of the U.S. Constitution reads

e Congress shall have Power... to promote the progress of science
and useful arts, by securing for limited times to authors and inventors
the exclusive right to their respective writings and discoveries.

17 U.S.C. § 102

Copyright protection subsists, in accordance with this title, in
original works of authorship fixed in any tangible medium of
expression, now known or later developed, from which they can
be perceived, reproduced, or otherwise communicated,

They are exclusive rights to authors to their work, for a limited
time, to promote knowledge and learning.

L.

20
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2. Copyrights (Cont.)

e Copyright protection is available to:
1. Original works
2. Works of authorship
3.  Works fixed in any tangible medium of expression
Originality:
e Minimum level of creativity

e Does not mean you can’t use ideas or preexisting materials
— However, it is not original if the form of work is purely functional

Authorship means independent creation
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2. Copyrights (Cont.)

o Fixation means that your work is “fixed” in any tangible medium of
expression (17 U.S.C. § 101)

What is Copyrightable

- Work includes (but is not limited to) literary, music, dramatic, pictorial,
motion picture, sound recording, architectural, and sculptural work (17
USC § 102)

e  Software

- Work does not include ideas, facts, procedures, etc.
e Ideas are protected by patents
e Facts, procedures protected by trade secrets

If work is entirely driven by an idea such that there is no other way to
express an idea, it is not a copyrightable work.
-~ E.g., Lexmark Intern’l, Inc. v. Static Control Components, Inc, 387 F.3d
522; 72 U.S.P.Q.2D 1839 (6th Cir. 2004)

e Small size of the Toner Loading Program prevented it from being eligible for
copyright protection
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2. Copyrights (Cont.)

e Useful Article Exception

-~ Copyright does not cover functional or useful subject
matter of work
e E.g., Bottle designs, software, furniture, cars

— Does cover useful articles to the extent: “such design
Incorporates pictorial, graphic, or sculptural features that
can be identified separately from, and are capable of
existing independently of, the utilitarian aspects of the
article.” 17 U.S.C. § 101

- This is the reason why software is copyrightable
e Although, protection is thin
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2. Copyrights (Cont.)

e Positive right
—  Exclusive rights to reproduce, distribute copies, to display in

public, to prepare derivative work based on the copyrighted work,
to perform or display the copyrighted work publicly, etc.

e Time (For U.S. work published with notice on or after 1978

(Berne Convention))

— Author: Life + 70 years

—  Corporation: Shorter of 95 years after 1st publication -or- 120
years after creation

Subsisting works: Copyrights before 1978:

—  Sonny Bono Copyright Term Extension Act, Public Law No: 105-
298, incorporated into 17 U.S.C. §§ 302-04, extended the term of
earlier works by 20 years.
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2. Copyrights (Cont.)

e F[air Use Exception

- Examples of fair use:
e a comparative advertisement is a fair use
e a “Parody” may also contribute to fair use
— Problem: All infringers think their infringement is
“fair”
e Essence of test to distinguish: Does use affect
commercial market of copyright owner
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3. Trademarks

e Trademarks have strong historical basis

- All states have system, and they are historically protected
under common law

- Federal trademark law based upon Commerce Clause
e Unlike patents or copyrights
e Required to be “in commerce” for federal causes of action

e Purpose of trademark is to protect consumers

- Trademarks do not prevent usage outside of source
identification

- Unlike patents and copyrights, which are for protection of
Inventors and authors

26
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3. Trademarks (Cont.)

e The purposes of trademarks and service
marks are:
- To indicate source of the goods/services,
- To guarantee uniform quality to purchasers, and
- To advertise the products and services.

e Does not preempt use outside of product or
services

— Unless famous

27
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3. Trademarks (Cont.)

A trademark or service mark Is:
- aword, name,

- symbol, device

— sounds,

— color combinations, or

-~ combination thereof

Strength based upon distinctiveness

- The more remote the relationship is between the mark and
the goods, the stronger the mark is. Moving from strong to
weak marks: arbitrary, suggestive, descriptive, generic.
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3. Trademarks (Cont.)

e Common Law Rights:

- Created when use of mark commences and
consumers begin association between marked
good and manufacturer

—  Can be enforced in the U.S. courts if can show
used as source identifier

e State or Federal

= — ] Securing Innovation
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3. Trademarks (Cont.)

e State Registration Rights:

- Each state maintains its own register of marks,
which can be enforced under state law.

- The state registration system functions primarily
to afford protection to marks which have not
been used throughout the U.S., and which,
therefore, cannot be federally registered.
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3. Trademarks (Cont.)

e F[ederal Registration Rights:

-~ Used Iin Interstate commerce, In foreign
commerce with the United States

- If activity can be regulated by Congress (broad
authority)

- Registration under the federal Lanham Act
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3.
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Trademarks (Cont.)

International protection is also available
—~ Madrid Protocol
- File in individual countries

- As of October 2008, 84 countries are party to the
Madrid Protocol
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Federal registration has important legal advantages over state and common
law.

33

Trademarks (Cont.)

Federal court jurisdiction.
Increased money damages and attorney’s fees against infringers.

Incontestability (during the sixth year after registration, the mark may acquire
“incontestable” status meaning that a competitor cannot claim prior rights).

Conclusive evidence of owner’s exclusive right to use.
Prima facie evidence of ownership and validity.
Constructive notice nationwide.

May be used to exclude importation through U.S. Customs of goods bearing infringing
marks.

Quick and cheap to obtain

FYO08: Average first action pendency is 3 months and average time to registration is
13.9 months (often quicker)

Average cost is $673 for the application alone
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4. Trade Secrets

e Two main requirements

— Information that provides owner with competitive
advantage in the marketplace; and

- Owner treats information in such a way that can
be reasonably expected to prevent the public or
competitors from learning about the information,
absent improper acquisition or theft

e Markings
e Non-Disclosure Agreements
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4. Trade Secrets (Cont.)

e Trade Secret Eligible Subject Matter
- Formula
—- Pattern
- Physical device
- ldea
- Process
- Information
-~ Compilation of information
e Customer lists, etc.
o NoI need for originality or novelty so long as has
value
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Trade Secrets (Cont.)

e Major factor to creation: Keep information confidential
e Relatively easy to lose trade secret since relatively easy for court to see what procedures
were in place. Thus, for preservation of trade secret, one should:
- Limit employee access to need to know
- Divide process into steps to limit access
- Use employment agreements
- Make sure employees practicing process know of importance
- Prohibit access by outsiders
- Keep process in secure portion of manufacturing plant
- Use passwords and other security devices on computers, flowcharts, schematics, source code
- Keep papers related to process in secure place
- Account for all copies of documents relating to process
- Prohibit unauthorized copying of process documents
- Put restrictive legends on documents
- Lease, not sell, apparatus that performs process
Use unnamed or coded ingredients

° Most Important measures are marking of the trade secret and/or notice of status
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4. Trade Secrets (Cont.)

e Trade Secrets exist until made public, then
no longer valuable

- As long as the secret is kept confidential
e Potentially longer than for patents, copyrights
e Potentially shorter than for patents, copyrights

e No specific term limits as with patent or
copyright

37
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4. Trade Secrets (Cont.)

e Protect information not sheltered by other intellectual
property law
- Business methods, pure algorithms, formulas

e Protect ideas that offer a business a competitive
advantage

e Get ahead of the competition

e Keep competitors from learning of product or service
under development

e Keep competitors from discovering functional or
technical attributes
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4. Trade Secrets (Cont.)

e Protect valuable business information such
as

- marketing plans

— cost and price information

— customer lists

— schedule for new product line

- protect "negative know-how" (e.g., what will not
work)

- any other information having value not generally
known by your competitors
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4. Trade Secrets (Cont.)

e Prevent others from
— copying
— using
— benefiting from
— disclosing to others

e Sometimes used as form of non-compete agreement
— Inevitable disclosure
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4. Trade Secrets (Cont.)

e Enforcement of Trade Secret

— No national trade secret law available for civil enforcement
e State law applies

-~ Computer Fraud and Abuse Act provides some relief

— Federal criminal laws:

e Economic Espionage Act
e Trade Secrets Act

e Uniform Trade Secrets Act

— Most common basis for state law
e Injunctive relief
e Damages for any economic injury
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4. Trade Secrets (Cont.)

e Defenses
- Independent discovery
- Lack of evidence showing trade secret
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4. Trade Secrets (Cont.)

e Independent discovery defense

— If can show arrived at information without unlawful means, cannot
be enjoined

- Defense requires information obtained without violating
agreements or state laws

e Example: reverse engineering
e Example: FOIA

— If shown, the trade secret may still have value, just not against the
defendant (assuming defendant also maintains in confidence)

e Problem: Most trade secret claims involve evidence that
defendant had access to trade secret

- Former employees, licensees, etc.
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4. Trade Secrets (Cont.)

e Lack of evidence showing trade secret
- Pleading with particularity

e No presumption of validity

— Must show more than markings

e Must plead and prove a negative (i.e., your information
was not generally known)

e Still must show took reasonable steps to prevent
disclosure after showing not generally known

- Must segregate the trade secrets from the non
trade secrets in pleading
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Overview of Government Contracts

Government Contracts
1. Civilian Agency Overview
2. Department of Defense Overview

How Government Acquires Intellectual Property Rights
1. Rights or Ownership

2. Rights in Ideas
i. Trade Secrets
i Patents

3. Rights in Copies
I.  Copyrights and Software
4, Rights in Names
I.  Trademark
Significance
1. Preserve Commercial Rights
2. Preserve Rights to Follow on Contracts
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A. Government Contracts

e Government contracts similar to
commercial contracts

Similar elements required
- Offer & acceptance

- Consideration
- Terms
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A. Government Contracts (Cont.)

e Difference is dealing with rule maker/king
—  Controlled taking

- Government creates laws that govern all contracts

e In better position as contracting party to create clauses
needed

Example:

- Inregular contract, if fail to include clause, clause not part
of contract

- In Government contract, law requires certain provisions,
omitted clauses included as if in contract
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A.

Intellectual property rights are governed by laws and are “read in” to
all contracts

48

Government Contracts (Cont.)

E.g., 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)

) Patent title automatically divested mid-litigation due to finding invention was “subject
invention” under Saline Water Conversion Act (since repealed)

E.g., State of Texas v. Herbert W. Holland, 2007 Tex. LEXIS 314, 50 Tex. Sup. J.

642 (Tex. 2007)

) No takings under Texas State law for use of owner’s personally held patent due to work on
owner’s companies since use was under “colorable contract rights*”

Christian doctrine

° Doctrine where important regulations read into contract or conflicting terms removed
- IP provisions important
° Quite a bit of treatment in Federal Acquisition Regulations, Congressional Hearings periodically

Cannot assume that since contract lacks provision that it will not be later
automatically included
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Government Contracts (Cont.)

Intellectual property rights governed strictly

E.g., Campbell Plastics Engineering & Mfg., Inc. v. Army, 389 F.3d 1243;
73 U.S.P.Q.2d 1357 (Fed. Cir. 2004)

e  Government takes patent title for failure to report subject invention

e Requirements governed by FAR 52.227-11 and by statute (35 U.S.C. § 202)

E.g., Night Vision Corp. v. United States, 68 Fed. Cl. 368 (Fed. Cl. 2005)

e Contractor delivered prototype goggles without restrictive markings required
under DFARS 252.227-7018

e Total loss of rights since failed to mark goggles as containing restricted
software or data. No exceptions created to allow merely marking related
technical documents to also protect goggles

Multiple requirements for IP

Reporting

Notice

Dispute provisions
Later rights to use
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A. Government Contracts (Cont.)

Important to know with whom you are
dealing

—  Commercial contracts: Authority presumed or
can be inferred
e Apparent, implied authority

- Government contracts

e If no authority, contract is void

e If no authority to make special clauses/exceptions,
special clauses/exceptions void by operation of law
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Government Contracts (Cont.)

e Government contracts generally governed by pre-set rules

Laws of general applicability

Competition in Contracting Act (CICA)

e Implemented at 10 U.S.C. 8§88 2301-2306 & 41 U.S.C. § 403
Requires competition unless specific exceptions apply

e Emergencies

e Not otherwise available (insufficient technical data rights)
Contract Disputes Act (CDA)

e 41U.S.C.88601-613

Tucker Act (Disputes)

e 28U.S.C.81491

Intellectual Property

e Bayh-Dole Act
- 18 U.S.C. 88 200-212
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A. Government Contracts (Cont.)

e To interpret laws consistently, Office of
Federal Procurement Policy Act directed
creation of standard contract terms and
regulations

Federal Acquisition Regulations (FAR)
e 48 C.F.R. Chapter |
e Background rule governing normal procurement
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A. Government Contracts (Cont.)

e [or agency specific regulations, there are
supplements

-~ Fill in gaps and account for statutory differences

e Example: DFARS for Defense

— For copyrights/trade secrets, need to account for 10
U.S.C. 8§ 2320-2321

e Example: NFS for NASA
— For patents, need to account for 42 U.S.C. § 2457

- Each agency has its own supplement
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Government Contracts (Cont.)

gulations change

New regulations only affect new contracts

e Do not affect existing contracts unless specifically modify contract
Important to note month and year of clause

Example:

FAR Case 1999-402, FAR Part 27 Rewrite in Plain Language, 72
Fed. Reg. 63045-75 (Nov. 7, 2007) & Defense Federal
Acquisition Regulation Supplement; Patent Rights- Ownership by
the Contractor (DFARS Case 2001-D015), 72 Fed. Reg. 69159-
69162 (Dec. 7, 2007)

e OLD: FAR 52.227-12: Patent Rights -- Retention by the Contractor
(Long Form) (Jan. 1997)

e NEW: DFARS 252.227-7038: Patent Rights—Ownership By The
Contractor (Large Business) (Dec. 2007)
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A. Government Contracts (Cont.)

e Rules generally split according to
procurement statutes of Agency:

1. Defense
2. Civilian
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1. Civilian Agencies

e Civilian:
- Federal Property and Administrative Act

e 41 U.S.C. 88251-260

e Everyone else not covered by Armed Service
Procurement Act

e Short term purchases or fundamental R&D
e Smaller contracts, typically
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2. Defense Agencies

e Defense:

— Armed Service Procurement Act
e 10 U.S.C. 882301-2329
e DOD, NASA, Coast Guard

- Thrust of laws Is based upon need for long term
sustainability

- Greater competition in view of scale of contracts
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3. State Contracts

e States have own immunity
- College Savings Bank v. Florida Prepaid Postsecondary
Education Expense Board, 527 U.S. 666 (1999)
e Not governed by consistent rules
-~ ABA Model Procurement Code
e Model Procurement Code does not address IP

- Not adopted by all states

e Adopted in AL, AZ, AK, CO, HI, IN, KY, LA, MD, MT, NM, R,
SC, UT, VA, OR

— Not subject to federal procurement laws

e Except when purchased through government

-~ Example: GSA’s Cooperative Purchasing authorized under
Section 211 of the E-Government Act of 2002
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3. State Contracts (Cont.)

e State Contracts generally focus on a variety of needs
-~ Long term projects: Construction
- Short term projects: Software, Leases
— University-level Research and Development

e Thrust is multifaceted
- Ensure long term sustainability through ownership
— Public disclosure through Open Records Acts

- Licensing of University IP
- Reduced costs
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State Contracts (Cont.)

e States have generally not waived immunity to Federal IP

— Have not generally provided authorization and consent to
contractors

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

State of Texas contracted with Mr. Holland's companies to construct
filtration units

Mr. Holland received U.S. patent no. 6,027,653 for process used in
filtration units

- Mr. Holland never assigned U.S. patent no. 6,027,653 to his companies
Mr. Holland personally demanded royalties for the use of this patented

process as a takings under Article 1, Section 17 of the Texas
Constitution.

In denial, State held that no takings since no intent to exercise eminent
domain, but the contractor is liable

— Generally require indemnification from contractor

MB Securing Innovation





61

B. How Government Acquires
Intellectual Property Rights

e Government needs for intellectual property
— General policy is not to acquire more than need
e How much do you need versus the Government
e Commercial need:
-~ Emotional: Develop product, thus own
— Economic: Asset, thus used to acquire funding

-~ Revenue: Protect revenue stream and generate new streams

e Rembrandts in the attic: unlocking the hidden value of patents
Licensing: Patent trolls
Protect follow on market: Disposable razors, printer cartridges
Deterrence: Mutual assured destruction, need to force self into market

MB Securing Innovation





62

B. How Government Acquires
Intellectual Property Rights (Cont.)

e Government need:

— Use IP to ensure maximum value for public
e Create new markets
e Reduce costs of use

— Quite a bit of interest

e Statutes
- Bayh-Dole Act: 35 U.S.C. 8§ 200-212
- Stevenson-Wydler Technology Innovation Act: 15 U.S.C. § 1510
- Technical Data: 10 U.S.C. 88 2320 & 2321

e Large section of FAR
- FAR Part 27
- DFARS Part 227
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B. How Government Acquires
Intellectual Property Rights (Cont.)

e What is need? Agency dependent
— If agency deploys system
e DOD, NASA, DOE, DHS
e Use to force market competition
— New business creation
- Second sources (full and open competition)

— March in rights

¢ Right of government to force a license to subject inventions under
certain conditions (health/safety need + non-commercialization)

e Use to reduce lawsuits
- Rights in data and copyrights
- Rights in patents
e Eye is on long term use
— Not unusual for technology to be in field for 15+ years
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B. How Government Acquires
Intellectual Property Rights (Cont.)

e What is need? Agency dependent

— If agency develops system
e DARPA, EPA, DOE, NASA, DHS, NIH, DOA, DOD
e Use to create product

- Encourage continued development through exclusivity: SBIR
- Encourage new sources for innovation
e Use to create revenue
- License
e Use to protect downstream use
- Increased rights to encourage dissemination
e Less concern of need for greater rights since do not use long term

e Concern is short term use of IP, long term commercial potential
- Exception: If same agency maintains system: DOD, NASA, DHS
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1. Rights or Ownership

e Intellectual property ownership rarely necessary

-~ Ownership means own the item
e Significant in that allows maximum control
e Unless plan on licensing, less need for ownership rights
e Practically, ownership merely allows right to bring suit
— License is bundle of rights less than total
e Licenses of right to use sufficient for vast majority of uses

e Software licenses allow use without requiring ownership of
software itself

e Can construct license to allow sublicense
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1. Rights or Ownership (Cont.)

e Government used to be split on whether
ownership is in Government’s best interest

- Later determined that, unless actually developed
by Government, contractors are generally in best
position

e Even there, Government typically will only own one form
of IP: Patents
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2. Rights in ldeas

e Trade secrets

—- Protected under terms “Technical Data”
and “Computer Software”

e Need sufficient trade secret rights to
use to accomplish agency purpose

- Civilian agencies need for different
reasons as compared to Defense
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2. Rights in Ideas (Cont.)

e Civilian agencies do not want trade secrets
- Want total dissemination
e Exception: Commercial items (e.g., software) will do whatever is market norm
- Often do not accept restricted deliveries (i.e., limited rights or restricted
rights)
e Defense agencies
- Want to use for second source of goods
e Need enough rights to maintain long and short term

e Recognized early on will need to allow proprietary material

e Allow submission, but only if marked properly
- Very important to mark or will likely lose rights

e Usually not big issue until there are budget cuts
e Still are minimum Government rights, just limited dissemination
- The more restrictive, the fewer people who can see the information
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2. Rights in Ideas (cont.)

e Patents
— Generally, ownership of a patent not needed
e Only time ownership is needed is to generate license revenues
e Federal Government is poor licensor
— Universities far better
- Generally, Government content with license

e NASA, DOE are major exceptions.
- NASA: 42 U.S.C. § 2457(a) requires waiver or government owns
- DOE: 42 U.S.C. 88 2182 & 5908 require waiver or government owns

— License right is broad:

e Right to allow government to use

e Right to allow third party use for government purposes
— License may be compelled if not using

e March in rights
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3. Rights in Copies

e Copyrights prevent making copies
- Government wants to give out copies freely
e Copyright ownership not even possible for Government works

- For most technical data, limited right to make copies

e Trade secret rights prevent showing copies to non-government
personnel

e Drawings and reports
— For software, limited to number of copies given
e Much more limited than technical data
e Government needs the ability
e Similar to commercial rights
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4. Rights in Names

e Trademarks

— New frontier
e No policy or clause
— Would seem to need to be allowed to use to extent need to
disseminate information and to support a product

e Need rights to show ownership if government controls quality
- Most fielded products developed to Government specifications
e (even though developing contractor also produces product)
e Need to prevent consumer confusion
e Need enough rights in trade dress to allow re-procurement, repair

e Need enough rights to establish certification program
- Example: ENERGY STAR
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C. Significance

e \What does this matter to average company?

e Failure to follow rules

- Lose rights by operation of law

e Campbell Plastics Engineering & Mfg., Inc. v. Army, 389 F.3d
1243, 73 U.S.P.Q.2d (BNA) 1357 (Fed. Cir. 2004)

— Loss of patent ownership due to failure to report subject invention

e Night Vision Corp. v. United States, 68 Fed. Cl. 368 (Fed. CI.
2005)

— Loss of data rights due to failure to mark
- Lose rights by not following solicitation requirements
e Not identifying restrictions to be delivered

e Not identifying if contract allows delivery of restricted
information
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C. Significance (Cont.)

e [ailure to recognize alternative vehicles
— Commercial versus Non-Commercial
-~ Other agreements
e Prototype versus Commercial versus Non-Commercial
e Failure to request reasonable accommodations
- Is delivery needed?

— Are special license rights appropriate?

e L-3 Communications Westwood Corp. v. Robichaux et al.,
2008 U.S. Dist. LEXIS 15682 (E.D. La. Feb. 29, 2008)

— Loss of trade secret rights in source code since government
purpose rights expired giving government unlimited rights
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Preserve Commercial Rights

Need to be aware of how delivery affects rights
— If no restrictions, data releasable under FOIA

Need to model and require rights consistent with commercial
requirements

— Government purpose rights enough?

- Government purpose (outside of SBIR) allow Government to use for
Government purposes (including competitive procurement)

- Not for commercial purposes
e Technical data and commercial software
e Patent rights
— Is delivery even required?
— Timing of actual reduction to practice

Is contract vehicle even compatible with proposed
commercialization model?
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2. Preserve Rights to Follow-on
Contracts

e If insufficient restrictions, can release for government

purposes (i.e., procurement)

e Includes competitive procurement

— Means must be given to competitors if needed to obtain
competition (CICA requirement)

e Can you build/develop prior to entering contract?
—- Secure trade secret and patent rights against competitors

e Are there exclusivity mechanisms compatible with
contract vehicle?
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