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Before we begin

Tech Support

If you are experiencing
technical difficulties,
please contact WebEx
Tech Support at
+1.866.779.3239.
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The Q&A tab is located
near the bottom right
hand side of your
screen; choose “All
Panelists” before
clicking “Send.”

CLE

We will mention a code at some
point during the presentation
for attendees who requested
CLE. Please make note of that
code, and insert it in the pop-up
survey that will appear in a new
browser tab after you exit out of
this webinar. You will receive a
Certificate of Attendance from
our CLE team in approximately
30 to 45 days.

Audio

The audio will remain quiet until
we begin at 12:30.

You will hear sound through
your computer
speakers/headphones
automatically. Make sure your
speakers are ON and
UNMUTED.

To access the audio for by
telephone, please click the
“phone” icon below your name
on the Participants Panel for
teleconference information.




Setting the Stage for our Discussion & Agenda

1. Developed Technology and Tools
2. Licensed Technology and Tools
3. Tips for Negotiating (with and without leverage)
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Developeds'll'ech nology

Tools

Morgan Lewis




Due Diligence — Protecting the Client

o 1. Make sure everyone contributing to company’s technology is under
written agreements for the assignment of IP (otherwise will make financing

hard).

— Employment Agreements

— Independent Contractor Agreements
— Developer Agreements

— Artist Agreements

— Packaging Services Agreement
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IP Allocation - Assighment

* An assignment is the transfer of intellectual property from one person to the
other. Use present tense!

» Is forever.
* The Agreement tells you what you CANNOT do, if anything.

» Generally appropriate for things like “developed technology,” software that
Start Up paid to build, or for other deliverables.
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Heads Up!

Upon Start Up’s payment for the Deliverables, Supplier hereby assigns all
Deliverables created in connection with this to Start Up.

Morgan Lewis ﬂ



IP Allocation

e Joint Ownership — Not preferred because it has different meanings in different
places and other ownership structures can achieve the same results.

e Assignment + License Back — Very common structure when you want to switch
whether the Agreement says what you can or cannot do.
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How was the IP created?

e IP Ownership
e Al system cannot be named as an inventor on a patent.

e Unlike US patent law, US copyright law does not have an express requirement of
human authorship; however, US courts and the US Copyright Office generally
operate on the basis of this requirement and deny registrations of works not
created by humans.

e Copyright Office staff as a general guide to policies and procedures such as
registration, deposit and recordation—states, “the term ‘authorship’ implies that, for
a work to be copyrightable, it must owe its origin to a human being”.

» For example, the metaverse could have virtual creations by avatars and Al aspects
built into it. If such creations are deemed to be Al creations and not human
creations, they may not be allowed certain types of intellectual property protection.
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Additional Due Diligence in connection with Al

* Not just who created the IP but how it was created and whether Startup has
the rights to use such IP.
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ABILITY TO ACCESS

Even if you own it, do you have access to your IP?
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Licensed Lechnology
Tools
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License Grants for Software — Key Questions

Who will need to use the software?

What software is being licensed?
When will the license grant end? Is this a term-based license or perpetual?

Where and how will the software be used?
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Scope of License — Who will need to use the software?

e Licensee should be defined broadly (for the purposes of the license grant only)
to include affiliates, subsidiaries and divisions.

e Must address third party rights; include the right to allow third party service
providers to use, access and possibly install the software at their own facilities
for:

— Disaster Recovery
— Staff Augmentation
— Qutsourcing
e Any other third party use?
— Customers?

Morgan Lewis Q



Scope of License — What software is being licensed?

e License grant should be to the software and documentation.

o Software should be defined broadly to include bug fixes, patches, enhancements
etc., provided under a support agreement (if available).

e Consider whether the license should include a right to source code. If not,
consider whether the source code be placed in escrow. These are usually
difficult to obtain.
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Scope of License — When will the license grant end?

e Perpetual v. term of years:
— Term of years matched to term of support and maintenance term.
— Hosted solutions, SaaS products, etc., usually have a term of years.

— Perpetual licenses — how useful will these licenses be if you stop paying for support and
maintenance services?
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Scope of License — Where will the software be used?

o Worldwide?

e Specified territory?

e Specified facility?

e Specified equipment?
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Scope of License — How will the software be used?

e Exclusive v. non-exclusive:
— Exclusive in a certain territory, field or type of distribution or customer?

o If the license is limited to use on certain equipment, need the right to change
the equipment.

o If the license is limited to a number of users, should specify whether it or
concurrent or named user license.

— Right to name successor uses, if named user license.
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Scope of License — How will the software be used?

e Consider whether license to use, install and access software is sufficient or does
the license include the right to modify, create derivative works.

— Ownership of derivative works?

e Need to include the right to make copies for archival, back-up purposes.

— “Backup Activities” shall mean the back up activities of Licensee, including but not
limited to business continuity, disaster recovery, archival and other related activities.

— "“Licensee Secondary Environments” shall mean certain back up environments at one or
more sites, whether currently established or established in the future, that may be
located at sites owned or leased by Licensee or its third party providers.
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Scope of License — Example of License Grant

e Licensor hereby grants to Licensee and its Affiliates, a paid up, perpetual,
nonexclusive, irrevocable, world wide right and license to install, copy, access,
use, modify and create derivative works of the Licensed Software and Licensed
Documentation.
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Other Considerations
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Your CLE Credit Information

For ALL attorneys seeking CLE credit for
attending this webinar, please write down the

alphanumeric code on the right >> THE CLE CODE IS:

WES654T

Kindly insert this code in the pop-up survey
that will appear in a hew browser tab after you

exit out of this webinar.
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Random Stuff!

e Limitations of Liabiltiy
Indemnity
Termination

Warranties
Red Flags
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Limitations of Liability

1. Standard to have no consequential damages, etc. and a hard cap at
12 months fees under the Agreement.

2. Standard carve outs are third party indemnities, breaches of
confidentiality, and gross negligence and willful misconduct
(sometimes)

3. LOLs generally help provider. Carve outs generally help recipient.

4. Supercaps!
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Indemnity

1. Third party claims. If you miss this, it's really,
e really bad. Third...party...claims.

o2. IP Infringement, gross negligence and willful
misconduct generally market in most circumstances.

3. Anything else is really deal specific. Examples?

*4, Does Start Up have special indemnity guidelines we
want to discuss?
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e1. Make sure neither party is backing into an
eagreement that has no end.

2. Consider adding a termination for
econvenience upon 90 (or less) days’ written
enotice.

3. Deals over 3 years, highten the level of review.

*4. Make sure the survival clause doesn’t jam you.
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o1. If you get the right LOL, a termination,
eand indemnities limited to third party claims, these are

eless risky than if you don’t get those things.

2. Standard warranties are compliance with laws,
eproduct conformity to specifications, services rendered

ein a professional and workmanlike manner.

3. If the provider, add the standard all caps disclaimers for
*UCC warranties (merchantability, fitness for a particular
epurpose). Generally OK even if recipient.

o4, SOS if there are tons of other warranties or if you don’t
eknow what certain warranties mean.
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Other Red Flags

1. Exclusivity.

2. Minimum Guarantees.

3. Deals over 3 years.

4. Exchange of Personally Identifiable Information .
5. Deals concerning kids.
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- Emily R. Lowe represents clients in commercial transactions, with
BIOg raphy a focus on the acquisition, use, protection, development, and
commercialization of technology and biotechnology. Emily helps
domestic and international companies commercialize their
products through various commercial vehicles, including
manufacturing and supply agreements and distribution strategies,
and development and licensing agreements.

Additionally, Emily assists clients in marketing their products and
services online and through joint marketing agreements, sales

Emily Lowe representative agreements, and distribution agreements. She
Pittsburgh focuses on the software, specialized manufacturing, consumer
+1.412.560.7438 products and retail industries. Emily also has experience in
emily.lowe@morganlewis.com licensing software and providing services to sports teams and

sports leagues.

Emily is on the Board of Directors of Ronald McDonald House
Morgan Lewis Charities of Pittsburgh. @
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Doneld G. Shelkey represents clients in global outsourcing, commercial
contracts, and licensing matters, with a particular focus on the e-commerce
and electronics entertainment industries. Doneld assists in the negotiation
of commercial transactions for domestic and international manufacturers,
technology innovators, and retailers, and counsels clients in the e-
commerce and electronics entertainment industries on consumer licensing
and virtual property matters.

Doneld regularly assists clients in a wide spectrum of technology and data
acquisition, implementation, and service agreements, including enterprise
resource planning (ERP) implementation, licensing, software as a service
(SaaS), information as a service (IaaS), data acquisition and services, cloud
computing, and mobility agreements. He has particular experience in the
alternative energy, specialized manufacturing, and consumer products
industries, both in the United States and abroad.

Doneld also has a background in the electronics entertainment industry;
with a particular focus on consumer licensing and virtual property matters.
He has assisted both developers and publishers in the electronics
entertainment industry at all stages of development and has assisted clients
in such matters in the United States, Japan, and South Korea.
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+1.617.341.7799
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Jesse Ryan Taylor represents clients in global outsourcing, commercial
contracts, and technology matters. As part of his practice, Jesse drafts
and negotiates a broad range of agreements including software
licensing (cloud and on-premises), implementation and professional
services, 1T security, strategic alliances, and data privacy.

Before joining Morgan Lewis, Jesse was Legal Counsel to a
multinational energy management and automation corporation where
he supported the drafting and negotiation of agreements for the global
IT and North American supply chain divisions.

When in law school, Jesse interned at the criminal division of the
United States Attorney’s Office in San Francisco, California, and at the
United States District Court, District of Massachusetts for Magistrate
Judge Jennifer C. Boal.
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Digital Health Transactions TRANSFORMATION

June 14, 2023 |12:00 — 1:00 PM ET WEBINAR SERIES
Speakers: Don Shen(ey and A. Insights on how to effectively leverage
Benjamin Klaber technology and digital solutions
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Lessons from the Blog: Al
Developments and Contracting
Pointers

June 26, 2023 |11:00 AM - 12:00 PM ET

Speakers: Mike Pierides and Peter
Watt-Morse
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Blog - Tech&Sourcing@Morgan Lewis

e Subscribe to our blog:
www.morganlewis.com/blogs/
sourcingatmorganlewis

e Our Technology, Outsourcing and Commercial
Transactions lawyers provide regular updates
on the latest developments and trends affecting
the technology and outsourcing industries.

e Stay updated on all of our future seminars and
webcasts, which we host regularly on hot
issues in the market.
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Our Global Reach

Africa Latin America
Asia Pacific Middle East
Europe North America

Our Locations

Abu Dhabi New York
Almaty Nur-Sultan
Beijing* Orange County
Boston Paris

Brussels Philadelphia
Century City Pittsburgh
Chicago Princeton
Dallas San Francisco
Dubai Seattle
Frankfurt Shanghai*
Hartford Silicon Valley
Hong Kong* Singapore*
Houston Tokyo

London Washington, DC
Los Angeles Wilmington
Miami

M ° L ° Our Beijing and Shanghai offices operate as representative offices of Morgan, Lewis & Bockius LLP. In Hong Kong, Morgan, Lewis & Bockius is a separate
OI g q n eWI S Hong Kong general partnership registered with The Law Society of Hong Kong. Morgan Lewis Stamford LLC is a Singapore law corporation affiliated with
Morgan, Lewis & Bockius LLP.
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© 2023 Morgan, Lewis & Bockius LLP
© 2023 Morgan Lewis Stamford LLC
© 2023 Morgan, Lewis & Bockius UK LLP

Morgan, Lewis & Bockius UK LLP is a limited liability partnership registered in England and Wales under number OC378797 and is
a law firm authorised and regulated by the Solicitors Regulation Authority. The SRA authorisation number is 615176.
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This material is provided for your convenience and does not constitute legal advice or create an attorney-client relationship. Prior results do not guarantee similar outcomes. Attorney Advertising.
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