IP Checklist and Worksheet

1. Who owns what?

Ownership of IP:

	Company
	Purchaser/Licensee

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


2. What is the licensed and the scope of the license?

License should address: Who, what, when, where, and how?
	Limitation on the License (How)
	Individual Copyright Rights to Grant  (How)
	Limitation on the Use (How)
	The Code that is subject to the licensed (What)
	Duration or time limit of the license (When)
	Limitations on the location where code can be used (Where)

	Non-exclusive

Non-transferable

Royalty-free

Irrevocable

Worldwide

Fully Paid Up

Perpetual

Sublicensable


	Reproduce
 (Statutory)
Prepare Derivative Works(Statutory)
Distribute
 (Statutory)
Publicly Display (Statutory)

Publicly Perform (Statutory)

Access

Use
 (pseudo-right)
Copy

Modify
 (derivative works)
Manufacture 

Have made

Sell

Sublicense

Note: This font identifies the Section 106 exclusive copyrights
	Solely for the purpose of …

- Internal uses
- Providing the services

- personal use

- Set forth in Exhibit A
	- object code

- source code

- defined in Exhibit A

- shrinkwrap

- delivered to

- access at (URL)


	- begins?

-ends?

- Through Term of agreement
-post-Term? Portability
	On the platform

At # address

On # machines
In the US

In the “Territory”




	Definition of Scope of License 
	Should be broad as possible including all updates, enhancements, versions and releases. [link note: warranties and other obligations are tied to the definition of the product]

	License Grant: who gets to use it
	Licensee wants employees, agents, affiliates, etc… Licensor can make a list of affiliates with 50% + ownership.  “internal uses” is also part of the grant.

	Contractors. 

	Any license granted to Distributor includes suppliers and contractors providing services for or on behalf of Distributor.

	No Implied License
	There are no implied licenses or other implied rights granted, and all rights, save for those expressly granted hereunder, shall remain with X or Z as the case may be.  



	
	


3. Other things to consider
Is the License grant subject to compliance with the terms of the Agreements? ____________

Is there a license to use third party licenses brought into the deal by both parties? (Need to make sure that we are covered in the event that the customer is required to secure licenses that are needed for the services, and they do not obtain the license. We could be in contributory liability if on notice. Need license, representation, and indemnification.) _________________ 

What are our rights to use certain IP if we don’t own them?    
How is the IP basket defined? Is it referenced in the warranty and indemnity sections? A large IP basket that cedes ownership to you could also be a liability if you have to indemnify the other side for all of your IP. Also watch the limitation of liability for an IP infringement carve out from the liability cap – meaning you are on the hook to defend them for problems anything in your IP basket causes to them – without limitation. 

Is there any developed code under the license? That will change the license because there could be mixed code. Need to address if there is joint ownership, or ownership with underlying perpetual licenses or quasi-ownership of embedded code.

Watch out for any IP licenses that survive the term of the agreement. 
________________________________________________________________________

Section 106 Exclusive Rights:
§ 106. Exclusive rights in copyrighted works

The owner of copyright under this title has the exclusive rights to do and to authorize any of the following:

(1) to reproduce (copy) the copyrighted work in copies;

(2) to prepare derivative works based upon the copyrighted work;

(3) to distribute copies of the copyrighted work to the public by sale or other transfer of ownership, or by rental, lease, or lending;

(4) in the case of literary, musical, dramatic, and choreographic works, pantomimes, and motion pictures and other audiovisual works, to perform the copyrighted work publicly;

(5) in the case of literary, musical, dramatic, and choreographic works, pantomimes, and pictorial, graphic, or sculptural works, including the individual images of a motion picture or other audiovisual work, to display the copyrighted work publicly; and

(6) in the case of sound recordings, to perform the copyrighted work publicly by means of a digital audio transmission.

� Exclusivity. Each of the basic license rights (i.e. the right to use (quasi right), reproduce, modify and distribute) may be granted on an exclusive or non-exclusive basis. Exclusivity means the ability of the licensee to exercise such rights at the exclusion of all others, including the licensor. Where the licensor grants to the licensee the exclusive right to distribute software, the licensor might consider making the exclusivity conditioned on minimum royalties or selling efforts by the licensee (e.g. best efforts). The conditions may be an important means of ensuring that the licensor realizes a return on its investment in the software, since no other party but the licensee may sell the software. Other business considerations include the scope of the exclusivity (e.g., territory, duration, applications and fields of use) and any residual rights allowing licensor to continue to use the software. In addition, the licensee may desire to include in the license agreement measures to help protect the licensor's intellectual property from being invalidated or infringed as a means of protecting licensee's exclusive rights. These measures may include the right of the licensee to take actions to prosecute and maintain licensor's intellectual property rights and the right to sue others for infringement of the licensor's intellectual property rights.





� Non-transferable. Federal law considers that license is presumed to be non-assignable and nontransferable in the absence of “express provisions to the contrary. This is because any entity desiring to acquire a license could approach either the original inventor or one of the inventor’s licensees. Absent a federal rule of decision, state law would transform every licensee into a potential competitor with the patent or copyright holder. When Alcan Ohio merged with Alcan Texas, the license granted by Cincom solely to Alcan Ohio transferred to the surviving corporation, now known as Novelis. Because Novelis did not abide by the express terms of Cincom’s license and gain Cincom’s prior written approval, Novelis infringed Cincom’s copyright.” Cincom Sys v. Novelis.





� Royalty-free license requires payments. It doesn’t mean license is for free. There could be fixe payments. But a “royalty” generally means it has to pay on a usage basis.





� Irrevocable. An irrevocable license is most often understood as a license that cannot be terminated under any circumstances, including for breach of the license itself by the licensee. The licensor's remedy for such breach would be limited to damages – and not the ability to terminate the license. Unlike the term perpetual, the term "irrevocable" relates to a limitation on the remedies upon breach of the license agreement and not as to the duration of the license. For example, a license may be irrevocable for a specific amount of time or upon the achievement of certain conditions precedent. Where software is critical to the operation of a licensee's business, the licensee might have a strong incentive to require that a license is irrevocable. Conversely, the right to revoke a license may be a licensor's only significant means of ensuring that a licensee complies with the license agreement (particularly where the prospect of suing for damages in court is unappealing).





� Perpetual. The term "perpetual" generally refers to a license of unlimited duration. However, for most practical purposes, the duration of a perpetual license is limited to the duration of the licensor's rights in the intellectual property underlying the software. The licensee might consider verifying the extent of such underlying intellectual property as a means of determining the practical duration for which the licensee can rely on the license for its business purposes. The licensor and licensee should also distinguish a perpetual license from a license that can be terminated at-will by the licensor.





� Sublicensable. Each of the basic license rights may be sublicensed by the licensee, if the license so permits. The licensor and licensee should specify the specific right that is sublicensable. For example, the licensee may want to sublicense the right to modify software so a third party contractor can perform modifications, while the licensor desires that only the licensee be allowed to use and distribute such modified software. The licensor might also consider placing restrictions on the right to sublicense, such as reasonable approval of the sublicensees, provisions allowing the licensor to sue the sublicensee directly for breach and confidentiality and other restrictions on the sublicensee. Sublicensing is often confused with the right to distribute. Distribution rights allow licensee to hand our COPIES, not transfer rights.





� Reproduce. The right to "reproduce" or copy is often meant to support the other uses of the software granted under the license. For example, if software is to be used internally, the right to reproduce is often limited to making the number of copies necessary for the number of users of the software and for archival purposes. This would be in contrast to reproducing software for the purpose of further distribution. 





More notes: “Use” rights are quasi rights because they do not exist under the copyright statute. However, it is custom to include it. So be careful to detail any of the rights that are not provided under the license agreement.                               





� Distribute. The right to "distribute" may include the right to market, promote, offer for sale and sell software, and the licensor and licensee should be specific as to which of these rights are being licensed. The licensor and licensee should also consider any applicable limitations to the licensee's right to distribute, such as whether the software may be distributed as a stand-alone product or as a bundled product, territorial and pricing restrictions, and liability for the software in relation to end-users of the software. �HYPERLINK "http://www.scsc.org/resources/licensingterminology.html"�http://www.scsc.org/resources/licensingterminology.html�


� Public display is the right to show copies in public. Website is arguably public display.


� Public performance is also arguably on a website.





� Use. The right to "use" is essentially the right to operate software. Where the licensee has a particular purpose for the software, the term "use" should be coupled with that purpose. For example, if the software is intended to be used internally to manage the licensee's business, the license should so state. The parties may also consider the applicability of limiting the right to "use" to a specific location or to a specific number of users or seats, or as to the type and number of transactions.





� Modify. The right to "modify" software is, as with the right to reproduce, often intended to support the uses of the software being licensed. The right to modify should be limited to the purpose for which the licensee will modify the software. For example, the right to modify may simply be related to modifying a particular application to work with the licensee's operating systems, or may, in contrast, relate to the research and development of improved software. Other considerations might include access to the source code underlying the software, determining which party owns the modifications, and the relative rights of the parties to use the modifications.





