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DOD’s Other Transactions: Data Rights

& Intellectual Property Simplified

By W. Jay DeVecchio*

In the ever-changing world of Government contracts, the use of

other transactions (OTs) has become increasingly popular, especially

within the Department of Defense (DOD). Although OTs were first

authorized in 1958 for NASA,1 and subsequently extended off and on

to 11 other executive agencies, their use is greatest today at the DOD.

Beginning in 1989, OTs—“transactions (other than contracts, cooper-

ative agreements, and grants)”—were codified at 10 U.S.C.A. § 2371

for pursuit of advanced research projects by the Defense Advanced

Research Projects Agency (DARPA) and were later extended to

prototyping and to military services. Section 815 of the National

Defense Authorization Act (NDAA) for Fiscal Year 2016 made OT

prototype authority permanent, codifying it at 10 U.S.C.A. § 2371b,2

and thus reinvigorating their use within the DOD.

Because OTs are perceived as unique substitutes for DOD procure-

ment contracts, many questions surround OT requirements—in par-

ticular their intellectual property (IP) obligations. Accordingly, this

BRIEFING PAPER will address the most commonly raised IP issues in

OTs at the DOD, answer several of the repeatedly raised questions

about OTs generally, and offer a few examples of OT clauses ad-

dressing IP rights—all with the overarching purpose of helping to

guide the unfamiliar contractor in this area of Government contract-

ing, where confusion is more the rule than the exception.

Let us start from the beginning with a few basic OT questions and

principles and then move to OT data rights.

*W. Jay DeVecchio is a partner in Morrison & Foerster LLP and former Co-Chair
of the firm’s Government Contracts and Public Procurement practice. He is a member of
the Advisory Board of THE GOVERNMENT CONTRACTOR, published by Thomson Reuters, and
is a featured speaker at Thomson Reuters’annual Government Contracts Year-in-Review
Conference. He gratefully acknowledges the assistance of his colleagues Locke Bell,
Caitlin Crujito, and Anna Sturgis in preparing this BRIEFING PAPER.
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Basic OT Principles

Types Of OTs

Question 1: What kinds of OTs are there?

Answer: At the DOD, OTs generally can be cat-

egorized into three types of agreements: (1) research,

(2) prototype, and (3) production.

Research OTs are authorized for “basic, applied,

and advanced research projects.”3 This is for work

that pushes the state of the art, has dual application

(Government and commercial), and has only inci-

dental prototype work.

Prototype OTs are used when the goal of a pro-

gram is to create a single prototype that will be

delivered to the Government or is to acquire a rea-

sonable number of prototypes to test in the field

before purchasing in quantity. They are designed to

enhance “the mission effectiveness of military

personnel and the supporting platforms, systems,

components, or materials proposed to be acquired or

developed by the Department of Defense” or to

improve existing “platforms, systems, components,

or materials in use by the armed forces,” which typi-

cally involves designing or building a new technol-

ogy or system.4

Production OTs are what they sound like—to

make things. More formally, they flow from proto-

type OTs and can be awarded to a sole source if com-

petitive procedures were utilized in awarding the

prototype OT, the participant successfully completed

the prototype, and the solicitation and original agree-

ment allowed for a follow-on for production contract

or OT.5

OTs vs. Procurement Contracts

Question 2: Is an OT a contract?

Answer: Yes, an OT is a contract. A contract often

is defined as “an agreement between two or more

parties creating obligations that are enforceable or

otherwise recognizable at law.”6 Specifically, a

contract is “a promise or set of promises for the

breach of which the law gives a remedy, or the per-

formance or which the law in some way recognizes

as a duty.”7 There is no question OTs fit these defini-

tions; they are binding on and enforceable by the

parties.

So, the real question is what an OT is not: it is not

a procurement contract, a grant, a cooperative agree-

ment, or a cooperative research and development

agreement (CRADA).

Question 3: Ok, then, how does an OT differ from

a typical procurement contract or other funding

agreement?

Answer: Because an OT is not a procurement

contract, clauses from the Federal Acquisition

Regulation (FAR) and Defense Federal Acquisition

Supplement (DFARS) are inapplicable—or, at least,

not necessarily applicable. (Parties can and do use

FAR and DFARS provisions, or minor variations on

them—particularly the data rights clauses—because

the concepts are familiar to procuring agencies.
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More on this later in the PAPER.) This means the data

rights statutes at 10 U.S.C.A. §§ 2320 and 2321 and

41 U.S.C.A. § 2302, as well as their corresponding

FAR and DFARS provisions—found at FAR Subpart

27.4, “Rights in Data and Copyrights,” and DFARS

Subpart 227.7100, “Rights in Technical Data,” and

Subpart 227.7200, “Rights in Computer Software

and Computer Software Documentation”—and data

rights clauses, e.g., FAR 52.227-14, “Rights in

Data—General”; DFARS 252.227-7013, “Rights in

Technical Data—Noncommercial Items”; and

DFARS 252.227-7014, “Rights in Noncommercial

Computer Software and Noncommercial Computer

Software Documentation,” do not apply. Nor does

the Bayh-Dole Act, which governs patent rights in

grants, funding agreements, and procurement

contracts.8 Thus, with an OT, a federal agency has

“the flexibility necessary to adopt and incorporate

business practices that reflect commercial industry

standards and best practices into its award

instruments.”9 OTs, therefore, provide nontraditional

defense contractors an opportunity to contract with

the Federal Government without requiring familiar-

ity with the nuances of traditional procurement

contracting.

Question 4: But my agency is telling me I must

follow its standard OT agreement, do I?

Answer: No. Because there are essentially no OT

terms and conditions fixed by law or regulation,

there is no such thing as mandatory “standard” OT

agreements or IP clauses, no matter what an agency

or a contractor tells you. You might as a practical

matter face bureaucratic inertia in trying to vary

what an agency claims are its standard terms, but

ultimately many agencies will negotiate key

provisions.

Question 5: Does this mean OTs are administered

differently from procurement contracts?

Answer: Yes, and there are several administrative

advantages to OTs. For example, they are not re-

quired to be administered by the Defense Contract

Management Agency—they can be if the contractor

and agency agree, but it is not required. Most no-

table, OTs are not subject to Defense Contract Audit

Agency audits. If an audit becomes necessary, the

Government has the ability to use outside, indepen-

dent auditors, and the parties should be able to

negotiate the scope of the audit. Where, however, a

prototype OT provides for total payments in excess

of $5 million, the OT must include a clause that

provides the Comptroller General access to

records.10 The same is not required for a research

OT.

Nontraditional Defense Contractors

Question 5: You mentioned “nontraditional de-

fense contractors.” What are they, and do I need to

be one to get an OT?

Answer: Those are two separate questions; first

let us address the definition of a nontraditional

defense contractor, and then sort out who is eligible

for OTs.

A nontraditional defense contractor is defined in

the DFARS as “an entity that is not currently per-

forming and has not performed any contract or

subcontract for DoD that is subject to full coverage

under the cost accounting standards [CAS] pre-

scribed pursuant to [41 U.S.C.A. § 1502] and the

regulations implementing such section, for at least

the 1-year period preceding the solicitation of

sources by DoD for the procurement.”11 You will

know if you qualify, because you will not be per-

forming a contract subject to the CAS until you

receive a large DOD contract (in excess of $7.5 mil-

lion) that is not exempt from the Truth in Negotia-

tions Act;12 so, it would be hard to miss.13

Eligibility For Award

Question 6: Who is eligible for OTs?

Answer: At non-DOD agencies and for research

OTs, anyone can be eligible for award of an OT.

DOD’s prototype OT authority, however, has unique

constraints. Under 10 U.S.C.A. § 2371b, a DOD

prototype project can only be conducted if one of
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four conditions are met: (1) at least one nontradi-

tional defense contractor significantly participates in

the project; (2) all significant participants are small

business or nontraditional defense contractors; (3) at

least one-third of the total cost of the prototype proj-

ect is provided by non-Government participants; or

(4) the senior procurement acquisition official

provides a written justification for using an OT.14

What Laws Apply?

Question 7: If the procurement and grant laws do

not apply to OTs, what laws do apply?

Answer: Freedom from the FAR and DFARS is

liberating, but there always are rules. Any time one

is dealing directly or indirectly with the Federal

Government, there are a wide variety of laws poten-

tially applicable to the arrangement and the parties’

conduct. In all circumstances, the Government

demands honesty and expects familiarity with fed-

eral law. OT holders, thus, must remain conscious,

among others, of the False Claims Act,15 false state-

ments statute,16 Fair Labor Standards Act,17 nondis-

crimination laws,18 export control prohibitions,19 the

Anti-Deficiency Act (which prohibits most indemni-

fication clauses),20 and classification and other

national security laws.21

Furthermore, OTs are not immune from bid

protests. Both the Government Accountability Of-

fice (GAO) and the U.S. Court of Federal Claims

will review bid protests alleging an agency is im-

properly using its OT authority.22 The court also may

have jurisdiction to review challenges to an OT

evaluation and award decision in certain circum-

stances, although this jurisdiction has not yet been

decided.

Negotiable Terms & Conditions

Question 8: What makes OT terms and conditions

unique?

Answer: The simple answer is they are negotiable.

Although there are benefits to having certain manda-

tory FAR and DFARS clauses—the “Changes”

clause comes to mind (you are entitled to equitable

adjustments)23—and although there is comfort in

knowing what you are up against—for example, the

FAR Part 49 termination for convenience provisions

are some of the most rational ever written—there is

almost no constraint on what you can negotiate. This

might mean work for both sides: they have got to

figure out how best to handle disputes, terminations,

and, of course, IP. But the corollary is OTs offer

great flexibility and the ability for both sides to tailor

terms to accommodate their real needs rather than

“needs” set by regulation. This is the inverse of the

maxim that “boilerplate is a substitute for active

thought.”

Intellectual Property In OTs

No Mandatory IP Clauses

Question 9: Are OT IP terms and conditions ne-

gotiable?

Answer: Yes, you can negotiate your IP rights,

because there are no mandatory IP clauses for OTs.

The most important point to keep in mind when

negotiating IP rights in an OT is that the agreement

is a blank slate to be etched as far as your Govern-

ment customer is willing to go.

DOD Guidance On IP Terms & Conditions

Question 10: Is there any DOD guidance about

IP terms and conditions?

Answer: Yes, there is broad guidance on the

DOD’s use of OTs generally and IP specifically. In

November 2018, the Under Secretary of Defense for

Acquisition and Sustainment issued the Other Trans-

actions Guide to provide “advice and lessons learned

on the planning, publicizing, soliciting, evaluating,

negotiation, award, and administration of OTs.”24

The OT Guide identifies two primary audiences: the

Government team and Government partners.25 The

Government team consists of project managers,

agreements officers, agreements specialists, system
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engineers, small business representatives, and legal

counsel; whereas, Government partners include

industry members, the academic community, federal

agencies, as well as state and local authorities.26

Question 11: What does the OT Guide say about

IP terms and conditions?

Answer: The Guide instructs DOD Agreements

Officers (AOs) (the Contracting Officer equivalent

for OTs) to rely on their understanding of Bayh-Dole

and DFARS frameworks only as a starting point

from which to craft IP clauses that consider “project

goals,” including commercialization and follow-on

support, and “balance the relative investments and

risks borne by the parties both in past development

of the technology and in future development and

maintenance of the technology.”27 These are wel-

come suggestions, tempered by countervailing

Government needs, as reflected in the following

excerpt from the OT Guide:

c. Licensing: Consider restricting awardees from

licensing technology developed under the OT to do-

mestic or foreign firms under circumstances that

would hinder potential domestic manufacture or use

of the technology.

* * *

e. Additional Rights: Consider including in the IP

clauses any additional rights available to the Gov-

ernment in the case of inability or refusal of the

private party or team to continue to perform.

* * *

g. Patents: Negotiate a patents rights clause neces-

sary to accomplish program objectives. . .. In

determining what represents a reasonable arrange-

ment under the circumstances, the AO should con-

sider the Government’s needs for patents and patent

rights to use the developed technology, or what other

IP rights will be needed should the agreement

provide for trade secret protection instead of patent

protection.

* * *

i. Software data rights: Refers to a combined copy-

right, know-how, and/or trade secret license that

defines the Government’s ability to use, reproduce,

modify, release, and disclose technical data and

computer software. . ..The OT should typically ad-

dress definitions, allocation of rights, delivery

requirements, and restrictive legends. The OT

should account for certain emergency or special cir-

cumstances in which the Government may need ad-

ditional rights, such as the need to disclose technical

data or computer software.

j. Commercial data: The AO should consider com-

mercial technical data and commercial computer

software. The government typically does not need

extensive rights in commercial technical data and

software. However, depending on the project scope

and goals, the Government may need to negotiate

for greater rights in order to utilize the developed

technology.28

Basic Data Rights Principles

Question 11: Those points sound reasonable, but

I am being told by the agency that I am required

under OTs to give up ownership of my existing data

rights and I must provide broad Government pur-

pose rights in them, is that correct?

Answer: Absolutely not; there is no such

requirement.

Question 12: But the agency says giving up own-

ership and providing Government purpose rights29

are consistent with the DOD data rights clauses and

principles, is that correct?

Answer: No, it is not correct. Unfortunately, there

are a number of misconceptions within the Govern-

ment and among contractors about the basic prin-

ciples of IP and the various data rights clauses.30 This

is true not only for OTs, but also for procurement

contracts and grants, whose clauses AOs often

modify for use in OTs. So, let us clear up a few key

points to bear in mind when negotiating rights in

technical data and computer software under OTs.

(a) Almost all contractor rights begin with “devel-

opment” at “private expense.” Most AOs and con-

tractors understand the concept that if a company

“develops” something at “private expense,” it can

assert some form of limitation or restriction on the
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Government’s use. This makes sense, because the

Government had nothing to do with the

development. Conversely, the Government is en-

titled to the broadest license rights when it pays

entirely and directly for a contractor’s development

work.

But beyond these basic principles, people tend to

go astray. For example, rights in technical data do

not typically arise when the data (e.g., drawings,

specifications, or processes) are developed, as many

seem to think, but rather when the item, component,

or process to which the technical data pertain was

developed. Therefore, to know where you stand with

your IP in any contractual setting, you need to know

when the item, component, process, or software was

developed and who paid directly for it. You also

need to know more, such as how development is

defined and applied as well as what private expense

means, and then you need to understand how those

principles correctly fit into the variations of the

DFARS data rights clauses used widely in OTs but

misunderstood.

(b) Development necessarily occurs before the

final product. In practice, almost all things are

developed incrementally, moving in various stages

from an idea, to a sketch or draft, to a model or

prototype, to a preproduction version, and finally to

the elegant final product. The data rights clauses rec-

ognize this and define development for data rights

purposes as being attained when reasonable people

skilled in the applicable art say there is a high prob-

ability it will work as intended.31 Therefore, by defi-

nition, one can achieve development for purposes of

asserting limited or restricted data rights before the

end product is ready to go or even if the Govern-

ment pays you for further refinement or improve-

ment of the technology.32 This is reflected in the

ASBCA’s seminal Bell Helicopter Textron decision:

All “development” of an item or component need

not be 100 percent complete. There will often be

further development of an item or component after

it has reached the point of being “developed” for

data rights purposes.33

It also is clear from the DFARS:

To be considered “developed,” the item, component,

or process need not be at the stage where it could be

offered for sale or sold on the commercial market,

nor must the item, component, or process be actu-

ally reduced to practice within the meaning of Title

35 of the United States Code.34

(c) Development is analyzed at the lowest compo-

nent level. Also in practice, development occurs at

component levels: hardware is made of parts and

pieces, while software comprises various modules

and subroutines. Therefore, in the real world, these

components typically are developed separately and

can be developed separately for data rights

purposes—i.e., reasonable people skilled in the art

will say there is a high probability the component

will work as intended—before the entire item is

finished. Accordingly, one can and should assert

rights at these lowest practicable component levels,

which is exactly what the DFARS and the decisions

state.35

(d) Therefore, your rights follow the components

or modules. This means if an item comprises four

components, and three of those components were

developed entirely at private expense with the fourth

being developed with direct (not overhead) funding

from the Government, then the Government could

not correctly assert the entire item was developed

with mixed funding and thus claim Government

purpose or unlimited rights. Instead, the contractor

would be entitled to limit or restrict the Govern-

ment’s right in the three components developed

exclusively at private expense, while the Govern-

ment could assert unlimited rights only in the fourth

component.36

This is one of the least appreciated but most

important concepts to keep in mind. It also should

be the driving factor in how companies track

development: the development history and funding

should be tracked from concept to fruition at each

component or module level.

(e) Private expense is easy. At the DOD, and
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elsewhere generally, private expense means devel-

opment was paid for entirely with any funds other

than direct payment under a Government contract or

subcontract.37 This means that if you perform devel-

opment work properly charged to any indirect cost

account (most commonly this is independent re-

search and development, covered by FAR 31.205-

18) or bottom line profit dollars, then that is private

expense even if the Government reimburses a por-

tion of your indirect accounts. This is true also of

costs allocated to agreements that are not Govern-

ment “contracts” as defined in the FAR, meaning for

purposes of the DFARS data rights clauses, funding

received under a grant or cooperative agreement is

private expense.38 That may extend to OTs as well, a

result that would be consistent with the intended

flexibility in allocating IP rights in technology

developed under OTs.39

(f) License rights only. The basic FAR and DFARS

data rights clauses define when the Government gets

license rights in technical data and computer soft-

ware and what those license rights are, nothing

more.40

(g) Use rights only. Those license rights are rights

of use only; that is, they define how the Government

can and cannot use a contractor’s technical data and

software, nothing more. This is clear in DFARS

Subpart 227.71, which defines the Government’s

rights in technical data and describes the “rights to

use, modify, reproduce, release, perform, display, or

disclose technical data.”41 DFARS Subpart 227.72 is

comparably written for noncommercial computer

software.42

(h) No Government ownership or exclusivity.

Therefore, nothing in the clauses (not one word)

gives the Government title, ownership, sole rights,

or exclusive rights to a contractor’s technical data or

computer software. The only thing the Government

typically owns are those things that are deliverables

under the contract or agreement—i.e., a copy of the

technical data or the software. The extent to which

the Government can use, reproduce, and disclose

those delivered copies of data and software is what

is defined by the license rights in the data rights

clauses.

(i) No delivery obligation. Similarly, there is noth-

ing (not one word) in the data rights clauses requir-

ing delivery to the Government of any technical data

or computer software in which it obtains license

rights under the clauses.43

(j) You own and can use what you have developed.

Because nothing in the clauses divests you of owner-

ship in your existing technology, data, or software,

you can do whatever you please with it, subject to

other applicable laws (e.g., export control). Under

the data rights clauses, this is true as well for any-

thing you develop and are paid for directly under a

contract—that is, you have the ability under the data

rights clauses to make, use, sell, lease, or license

any technical data or software even if the Govern-

ment paid you entirely to develop it and has unlim-

ited rights to it.

(k) Unlimited rights are not exclusive rights. This

means that even when the Government gets an

“unlimited rights” license, you can still make, use,

sell, lease, or license your technical data or software

as you please (again subject to other laws). Accord-

ingly, it is incorrect for the Government to say you

cannot do so under the data rights clauses.

Negotiating IP Terms & Conditions

Question 13. Those are great pointers, but how do

I apply them when negotiating an OT?

Answer: Easy. Before you begin discussions with

the agency over the IP terms of an OT, you should

take careful stock of the existing IP you are bringing

to the table, making sure that for technical data or

noncommercial computer software you have sound

support for development at private expense. This

will set the baseline from which you will move, no

matter what type of IP clauses the agency initially

proposes in the draft OT. Specifically:

(a) Identify each item, component, process, or
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software that you have developed entirely at private

expense at the lowest component level. These are the

things in which you are entitled to, and should,

constrain the Government’s use under an OT. In

other words, whatever formulation of IP clauses the

agency advances in the draft OT, these are the things

in which you should not permit use outside of the

bounds of the OT or by any nongovernmental entity,

except your collaborators. This IP is the fruit of your

labor and creativity, paid for with your money. There

is no reason to give up your rights in it, although, of

course, you could if you wished.

(b) Identify each of your patents and pending pa-

tent applications, whether provisional or not. If

these are not “subject inventions”—i.e., inventions

first conceived or reduced to practice under a Gov-

ernment contract or subcontract—then the Govern-

ment has no license to them, and you again can elect

to constrain what the Government does with them

under an OT.

(c) Identify your commercial computer software.

Commercial computer software, for the purposes of

procurement contracts at the DOD, is defined in ac-

cordance with DFARS 252.227-7014(a)(1). There is

no requirement that software meet this definition to

be treated as commercial computer software in an

OT, but your AO likely will be more comfortable

with that characterization of the software if it does.

Recognize that to qualify as commercial, your

software simply has to meet the definition, and the

definition does not depend on whether your software

was developed at private expense. Commercial

software can be licensed under an OT subject to

almost all of your “standard” commercial software

terms, because most of the commercial terms to

which the Government takes exception are terms

that are contrary to federal procurement law, such as

the Contract Disputes Act.44 But the procurement

laws do not apply to OTs. Therefore, apart from pro-

visions that might run afoul of the Anti-Deficiency

Act,45 which is independent of the procurement laws

and precludes anyone in the Executive Branch from

creating an obligation in advance of an appropria-

tion, most commercial software license terms are vi-

able in OTs. The Anti-Deficiency Act, however,

would preclude most indemnification clauses and

many advance payments or automatic renewals.

Question 14: The agency is saying it needs “Gov-

ernment purpose” or “unlimited” rights in my

technical data and computer software for “OMIT”

use—that is, use for operations, maintenance, in-

stallation, and training. Is that permissible?

Answer: It is permissible, but you should not

agree to provide any OMIT technical data compris-

ing detailed manufacturing or process data nor any

software as OMIT. The notion of the Government’s

getting broad rights in OMIT data arises principally

from DFARS 252.227-7013(b)(1)(v), which affords

the Government unlimited rights in these technical

data even if the data are otherwise subject to limited

rights. But detailed manufacturing and process data

(DMPD) are expressly excepted from the DFARS

definition of OMIT data, and no DFARS clause ap-

plies this OMIT requirement to software. Moreover,

regardless of the regulations, providing DMPD data

or software to the Government greatly enhances the

likelihood of your most important and closely held

technology being released to your competitors.

Question 15: What types of IP should we be will-

ing to share with the Government or provide greater

rights under an OT?

Answer: It makes sense for an agency to seek

broad rights in any technology that is developed

entirely under the OT or to seek a license or title to

any invention first conceived or reduced to practice

under the OT (and providing a license to the contrac-

tor in the event the agency takes title). The difficulty

will be making sure you can segregate your preexist-

ing IP from what is being developed under the OT.

This is why carefully and thoroughly identifying

those things in advance is so essential.

Moreover, even for things developed entirely

under the OT, there is no reason why some reason-

able time constraints cannot be negotiated. For

BRIEFING PAPERSJULY 2019 | 19-8

8 K 2019 Thomson Reuters



example, instead of providing the Government im-

mediately with unlimited or Government purpose

rights, one could negotiate provisions constraining

the Government’s use for period of the OT or for

some other fixed time. Although periods such as

three or five years are common under procurement

contracts, agencies have negotiated substantially

longer times (including up to 20 years) before

limited and restricted rights convert to Government

purpose rights.

OT IP-Related Terms vs. DFARS Clauses

Question 16: The draft OT from the agency in-

cludes terms such as “Government Purpose Rights,”

“OMIT Data,” “Limited Distribution Rights,” “Un-

restricted Rights,” and other undefined phrases;

should I assume these will be interpreted as they are

defined in the DFARS?

Answer: No, be careful. Often, OTs use words and

phrases that are the same as or similar to those used

in the DFARS data rights clauses, but the clauses in

which they are used in the OT are different and ap-

plied differently. Or, they might not be found at all

in the regulations. So, define carefully any of those

IP-related terms. If appropriate in the context of the

OT, you could define terms by specific reference to

a DFARS clause—e.g., “The terms Government

Purpose and Government Purpose Rights shall have

the same meanings as in DFARS 252.227-

7013(a)(12) & (13) respectively.”

Sample OT Terms & Conditions

Question 17: Are there any sample OTs available?

Answer: Yes. The Defense Advanced Research

Projects Agency has a sample “Streamlined Other

Transactions for Prototypes” available on the

internet.46 This contains relatively neutral IP terms

and conditions that various Government agencies

utilize in their OTs.

Question 18: Are there other sample terms and

conditions available to review in preparation for ne-

gotiation?

Answer: Yes. Here are a few simple “generic” pro-

visions adapted from various agencies’ OTs. These

are examples only and may not be suitable for your

OT; consult counsel before using these or any

“form” clauses:

Patent Rights

1. Disclosure:

The [Contractor] shall disclose each subject

invention [define], whether as a result of the contrac-

tor’s or its Affiliates [define] or subcontractor’s sole

efforts or as a result of joint efforts by any of them

with this Agency, to the Administrative Officer

within four (4) months after the inventor discloses it

in writing to his company personnel responsible for

patent matters. The disclosure shall be in the form

of a written report and shall identify the agreement

and circumstances under which the invention was

made and the identity of the inventor(s). It shall be

sufficiently complete in technical detail to convey a

clear understanding, to the extent known at the time

of the disclosure, of the nature, purpose, operation,

and the physical, chemical, biological, or electrical

characteristics of the Invention.

2. Allocation of Principal Rights:

a. Unless [Contractor] notifies the Government
that it or one of its Affiliates or subcontractors
does not intend to retain title, [Contractor], its
Affiliates or subcontractors, as applicable,
shall retain the entire right, title and interest
throughout the world in and to each Subject
Invention.

b. With respect to any subject invention in which
the [Contractor] retains title, [the Agency]
shall have a nonexclusive, nontransferable, ir-
revocable, paid-up license to practice or have
practiced on behalf of the United States the
subject invention throughout the world as
prescribed in this Article. Notwithstanding the
above, the [Contractor] may elect to provide
full or partial rights that it has retained to other
parties.

3. Government License to Subject Inventions [OP-

TIONAL LIMITATIONS]:

Subject to the terms and conditions set forth in

this Agreement, [Contractor] hereby grants to the

[Agency] a nonexclusive, nontransferable, irrevoca-

ble, paid-up license to practice or have practiced on

behalf of the United States each Subject Invention

throughout the world solely [consider limits—e.g.,
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“in the Field” (make sure to define)]. For avoidance

of doubt, the right to practice or have practiced the

Subject Inventions solely in the Field means that the

[Agency] may:

i. Use, make, or have made Subject Inventions
for the purpose of [specify—e.g., conducting
research or development] in the Field;

ii. Sublicense such rights to other U.S. Govern-
ment agencies or third parties to [conduct such
research or development] in the Field on be-
half of the [Agency].

4. Trade Secrets:

Nothing in this Agreement shall be interpreted or

construed as requiring [Contractor] to file, secure, or

maintain in force any patent or patent application

for any Subject Invention. Should [Contractor] elect

not to seek patent protection for a Subject Invention

for which it, or one of its Affiliates or subcontrac-

tors, has retained title, or withdraws or abandons a

patent application for a Subject Invention before

publication, [Contractor] agrees that it or its subcon-

tractor will maintain the Subject Invention as a trade

secret unless otherwise mutually agreed by the

Parties. Upon [Agency’s] request, [Contractor] shall

provide to [Agency] a copy of all Technical Data

[make sure to define] relating to any such Subject

Inventions to permit [Agency] to exercise its license

rights hereunder, subject to any applicable restric-

tions on the use and disclosure of such Data—such

as Limited Rights [define]—as set forth in this

Agreement.

5. Disclosure Restrictions:

The Government shall not disclose to the public

or to any third party any Data (as defined in Article

[consider including the definitions of Technical Data

and Computer Software in DFARS 252.227-7013]

or other information provided to the Government by

[Contractor] under this Agreement if such Data or

information would disclose a Subject Invention,

until any patent application claiming such Subject

Invention has been published by the U.S. Patent and

Trademark Office or foreign patent office. In addi-

tion, the Government shall not release to the public

or to any third-party copies of any document that is

part of a patent application claiming a Subject

Invention until such patent application has been

published by the U.S. Patent and Trademark Office

or foreign patent office. [Contractor] is responsible

for marking or otherwise identifying such Data or

information.

Data Rights

1. Allocation of Principal Rights:

With respect to Data delivered pursuant to the

terms of this Agreement, the Government shall

receive Limited Rights or Restricted Rights respec-

tively in any (a) Technical Data marked with the

“Limited Rights” legend specified in DFARS

252.227-7013 or (b) Computer Software marked

with the “Restricted Rights” legend specified in

DFARS 252.227-7014 as follows:

i. Delivered Data that would disclose a Subject
Invention, until any patent application claim-
ing such Subject Invention has been published
by the U.S. Patent and Trademark Office or
foreign patent office

ii. Delivered Data pertaining to items, compo-
nents, processes, or software developed ex-
clusively at private expense that will be used
in the performance of the Statement of Work.
Private expense determinations will be made
at the lowest practicable component or mod-
ule level.

iii. Delivered Data that are otherwise maintained
by [Contractor] or an Affiliate or subcontrac-
tor as a trade secret.

Moving Outside Of The Box: Other

Industries

Question 19: If there are no standard OT terms,

should contractors consider using contract terms

and conditions from other industries? If so, which

industries?

Answer: That is an interesting question. For think-

ing “outside of the box,” contractors might consider

clauses from two other industries—architecture and

construction—for inspiration. Again, these are

examples only, and may not be suitable for your OT;

consult counsel before using these or any “form”

clauses.

The American Institute of Architects (AIA) main-

tains a database of industry standard construction

contracts, many of which include clauses dedicated

to IP and licenses. Here is a modified example

pertinent to copyright:

(1) The [contractor] and the [agency] warrant that

in transmitting or delivering any Technical Data or

Computer Software [define both], or any other in-
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formation, the transmitting party is the copyright

owner or licensee of such information or otherwise

has permission from the copyright owner to transmit

such information for its use on the [contract].

(2) The [contractor] and the [contractor’s agents

or affiliates] shall be deemed the authors and owners

of their respective Technical Data and Computer

Software, and shall retain all common law, statu-

tory, and other reserved rights, including copyrights.

(3) The [contractor] grants to the [agency] a non-

exclusive license to use the [contractor’s] Technical

Data or Computer Software solely and exclusively

for purposes described in this Agreement, provided

that the [agency] substantially performs its obliga-

tions under the Agreement.

(4) Except for the licenses granted in this [article],

no other license or right shall be deemed granted or

implied under this Agreement. The [agency] shall

not assign, delegate, sublicense, pledge or otherwise

transfer any license granted herein to another party

without the prior written agreement of the

[contractor].47

Similarly, construction contracts typically must

consider how to handle the iterative process of

preparing and utilizing design and construction

documents. This can be relevant, given today’s fast-

paced technological climate, in which contractors

also must take steps to protect the data involved dur-

ing the iterative design process. This concept, while

specific to construction contracts, is analogously ap-

plicable to any contract containing designs or

specifications. Here is an example of a clause that

protects such data:

The drawings, designs, specifications, software and

all other documents or information (“Data”) pre-

pared by the contractor for performing this Agree-

ment are, if delivered by the contractor, for use by

the Agency solely with respect to performing this

agreement or as may be expressly permitted herein.

The contractor shall be deemed the author of all such

Data and shall retain all common law, statutory and

other reserved rights, including the copyright. The

[agency] shall be permitted to retain copies, includ-

ing electronic format and reproducible copies, of the

Data, but in no event may the Agency use the Data

for any other purpose unless agreed to in writing in

advance by the contractor.48

A Note On Modeling

Lastly, computer modeling is increasingly used in

private industry and by the Government under OTs,

particularly prototype OTs. There are a variety of

clauses that could be used to address modeling and

the parties’ rights. Regardless of the particular form

of the clause, contactors should consider the follow-

ing issues if modeling is contemplated: (1) establish-

ing the protocols that will govern development of

the model; (2) anticipated authorized uses of the

model and by whom; (3) additional modeling activi-

ties the parties may agree upon (e.g., renderings,

animations, performance simulations);49 (4) who

will manage the digital design process; (5) who can

make changes to the model; (6) who owns the

model; and, (7) how the data rights in the model will

be allocated?50

Guidelines

These Guidelines are intended to assist you in

understanding the most commonly raised IP issues

in OTs at the DOD. They are not, however, a substi-

tute for professional representation in any specific

situation.

1. Be aware that, at the DOD, OTs generally can

be categorized into three types of agreements: (1)

research, (2) prototype, and (3) production.

2. Recognize that although OTs are contracts, they

are not procurement contracts, grants, cooperative

agreements, or CRADAs. As a result, in general,

statutes and implementing regulations specific to the

procurement or financial assistance systems, includ-

ing the data rights statutes at 10 U.S.C.A. §§ 2320

and 2321 and 41 U.S.C.A. § 2302, as well as their

corresponding FAR and DFARS provisions and

clauses, and the Bayh-Dole Act, which governs pa-

tent rights in grants, funding agreements, and pro-

curement contracts, do not apply to OTs.

3. Bear in mind that although OT parties can and

do use FAR and DFARS provisions, or minor varia-

tions on them—particularly the data rights clauses—
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because the concepts are familiar to procuring agen-

cies, there are no mandatory standard OT agreements

or IP clauses and key terms and conditions are

negotiable.

4. Be aware that the DOD can use an OT for a

prototype project only if at least one of the follow-

ing is true: a nontraditional defense contractor

significantly participates in the project, all signifi-

cant participants are small business or nontraditional

defense contractors, at least one-third of the total

cost of the prototype project is provided by non-

Government participants, or the senior procurement

acquisition official provides a written justification

for using an OT.

5. Remember that both the GAO and the Court of

Federal Claims will review bid protests alleging an

agency is improperly using its OT authority.

6. Familiarize yourself with the DOD’s November

2018 Other Transactions Guide, which provides

broad guidance on the DOD’s use of OTs generally

and IP specifically. The Guide instructs DOD AOs

to rely on their understanding of Bayh-Dole and

DFARS frameworks only as a starting point from

which to craft OT IP clauses.

7. Be aware that no matter what the agency may

say, there is no requirement under an OT (or even a

standard procurement contract) to give up owner-

ship of existing data rights. The Government gets

license rights, not ownership, under the standard

data rights clauses, no matter who paid for the

development.

8. Recognize that the Government’s rights in a

particular item, component, process, or software will

be determined by evaluating when each item, com-

ponent, process, or software was developed and who

paid for it at the lowest component level.

9. Recognize that you own and can use what you

have developed. Under the data rights clauses, you

can make, use, sell, lease, or license any technical

data or software even if the Government paid you

entirely to develop it and has unlimited rights to it

(subject to other applicable laws, such as export

controls).

10. Before starting negotiations with the Govern-

ment on the IP terms of an OT, take careful stock of

the existing IP you are bringing to the table, making

sure that for technical data or noncommercial com-

puter software you have sound support for develop-

ment at private expense. Identify each item, compo-

nent, process, or software that you have developed

entirely at private expense at the lowest component

level, identify each of your patents and pending pa-

tent applications, whether provisional or not, and

identify your commercial computer software.
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