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The  H o n o r a b l e  J a c k  B r o o k s  
C h a i r m a n ,  Committee o n  G o v e r n m e n t  O p e r a t i o n s  
House of  R e p r e s e n t a t i v e s  

Dear Mr. C h a i r m a n :  

T h i s  l e t t e r  r e s p o n d s  t o  a Committee request, c o n v e y e d  i n  
d i s c u s s i o n s  w i t h  your  s t a f f ,  f o r  o u r  o p i n i o n  w h e t h e r  e x c h a n g e  
a g r e e m e n t s  b e t w e e n  t h e  P a t e n t  a n d  T r a d e m a r k  O f f i c e  (PTO)  a n d  
p r i v a t e  f i r m s ,  t o  a u t o m a t e  P T O ' s  t r a d e m a r k  s ea rch  a c t i v i t i e s ,  
are subject  t o . / 4 O  U.S.C. S 7 5 9 ,  t h e  B r o o k s  A c t ,  g o v e r n i n g  
p r o c u r e m e n t  of a u t o m a t i c  d a t a  p r o c e s s i n g  e q u i p m e n t ,  a n d  i t s  
i m p l e m e n t i n g  r e g u l a t i o n s .  O u r  r e s p o n s e  to  t h i s  r e q u e s t  is a n  
o u t g r o w t h  of o t h e r  work t h e  G e n e r a l  A c c o u n t i n g  O f f i c e  is  u n d e r -  
t a k i n g  p u r s u a n t  t o  y o u r  l e t t e r  d a t e d  J u l y  1 1 ,  1 9 8 4  a n d  i n c l u d e s  
d i s c u s s i o n  of some i s sues  w e  have r e v i e w e d  i n  c o n n e c t i o n  w i t h  
t h a t  l e t t e r .  

On December 26,. 1 9 8 4  w e  requested t h e  v i e w s  of t h e  G e n e r a l  
C o u n s e l s  of t h e  D e p a ' r t m e n t  o f  Commerce a n d  t h e  G e n e r a l  Services 
A d m i n i s t r a t i o n  ( G S A ) ,  a n d  t h e  So l i c i to r  o f  PTO o n  w h e t h e r  40  
U.S .C .  759  a n d  i t s  i m p l e m e n t i n g  r e g u l a t i o n s  a p p l y  to  these 
e x c h a n g e  a g r e e m e n t s .  O n l y  G S A ' s  G e n e r a l  C o u n s e l  h a s  
r e s p o n d e d .  I n  October 1984  w e  r e c e i v e d  a n  o p i n i o n  f r o m  t h e  
Sol ic i tor  o n  o t h e r  r e l a t e d  q u e s t i o n s .  T h e  e n c l o s e d  memorandum 
sets o u t  t h e  f ac t s  w i t h  o u r  legal  a n a l y s i s .  

We h a v e  c o n c l u d e d  t h a t  w h i l e  PTO had s t a t u t o r y  a u t h o r i t y  
(35 U . S . C .  s 6 ( a ) )  to e n t e r  i n t o  a g r e e m e n t s  w i t h  t h e  f i r m s  to  
e x c h a n g e  p r o d u c t s  f o r  p r o d u c t s  a n d  s e r v i c e s ,  t h e  a g r e e m e n t s  a re  
c o n t r a c t s  f o r  t h e  p r o c u r e m e n t  of commercial automated d a t a  pro- 
c e s s i n g  ( A D P )  s u p p o r t  s e r v i c e s  u n d e r  4 0  U . S . C .  5 759- - the  
so-called Brooks A c t .  T h e  B r o o k s  A c t  v e s t s  i n  G S A  c e n t r a l  
a u t h o r i t y  for t h e  p r o c u r e m e n t ,  m a i n t e n a n c e ,  o p e r a t i o n ,  a n d  
u t i l i z a t i o n  of ADP e q u i p m e n t .  T h e  Act h a s  b e e n  i n t e r p r e t e d  to  
c o v e r  n o t  o n l y  ADP e q u i p m e n t ,  b u t  r e l a t e d  ADP r e s o u r c e s ,  
i n c l u d i n g  c o m m e r c i a l l y  a v a i l a b l e  s o f t w a r e  a n d  ADP s e r v i c e s  a n d  
s u p p o r t  s e r v i c e s .  PTO, a s  p a r t  of a n  e x e c u t i v e  a g e p c y - - t h e  
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Department of Commerce--is subject to the Brooks Act unless 
specifically exempted by statute. Neither section 6(a) of 
Title 35 nor a n y  other provision of law exempts exchanges or 
exchange agreements from the coverage of the Act. 

Under the exchange agreements, the firms are to furnish 
PTO with "commercial ADP support services," rather than 
"commercial ADP services," as these terms are defined in 
4 1  C.F.R. Subpart 1 - 4 . 1 2 .  The firms essentially provide PTO 
with source data entry services, tasks associated with the 
transformation of paper files and other data into a computer 
medium, which fits the definition of "ADP support services." 
These services do not involve the "computation or manipulation 
of data by computers" that is envisioned in the definition of 
"ADP services." (Examples of ADP services would include 
scientific or statistical calculations, financial projections 
of administrative expenses, or growth projections for the U . S .  
economy.) GSA's Office of General Counsel agrees with the 
characterization of the services as commercial ADP support 
services. Under the regulations then in effect, 4 1  C.F.R.  
Subpart 1 - 4 . 1 2 ,  e t , s e q . ,  a part of what was the Federal 
Procurement Regulation (FPR), agencies may procure commercial 
ADP support services without the approval of GSA. 

The agreements fall within the F P R  definition of procure- 
ment because PTO is to acquire nonpersonal services from non- 
federal sources by contracting. The exchange agreements are 
"contracts" under the F P R  since they bind the companies to pro- 
vide A D P  support services and P T O  to furnish certain data. 
Under the F P R  the expenditure of appropriated funds is not an 
essential ingredient of the definition of "contract." Thus, 
the agreements are contracts for the procurement of commercial 
ADP support services. 

PTO apparently did not rg%lize that the Brooks A c t  and 
Subpart 1-4.12 were applicable to the agreements. We are 
undertaking to determine whether PTO's actions may nevertheless 
have substantially conformed to the requirements for the 
procurement of commercial ADP support services. We will also 
review on a selected basis the extent to which the exchange 
agreements are subject to other statutes and regulations 
generally applicable to government agency procurements. Our 
conclusions on these matters will be reflected in a forthcoming 
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GAO report, requested by the Committee, about the automation of 
PTO's trademark activities. 

Sincerely yours, 

General Counsel 

Enclosure 
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ENCLOSURE 

T h i s  memorandum d iscusses  w h e t h e r  e x c h a n g e  a g r e e m e n t s  
b e t w e e n  t h e  P a t e n t  and  T r a d e m a r k  O f f i c e  (PTO)  a n d  p r i v a t e  
c o m p a n i e s  t o  automate P T O ' s  t r a d e m a r k  search f i l e s  are 
a u t h o r i z e d  u n d e r  3 5  U.S.C. S 6 ( a )  a n d  are  s u b j e c t  t o  Federal  
p r o c u r e m e n t  r e q u i r e m e n t s ,  i n c l u d i n g  40  U.S.C. S 7 5 9 ,  t h e  
B r o o k s  A c t ,  g o v e r n i n g  p r o c u r e m e n t s  o f  automatic d a t a  
p r o c e s s i n g  e q u i p m e n t ,  a n d  i t s  i m p l e m e n t i n g  r e g u l a t i o n s .  

I. FACTUAL BACKGROUND 

A .  A u t o m a t i o n  Master P l a n  

S e c t i o n  9 o f  P u b l i c  Law N o .  96-517,  9 4  S t a t .  3015 ,  3028 
(December 1 2 ,  19801, r e q u i r e d  t h e  C o m m i s s i o n e r  of P a t e n t s  a n d  
T r a d e m a r k s ,  w i t h i n  two y e a r s ,  t o  report t o  C o n g r e s s  a p l a n  t o  
i d e n t i f y  a n d ,  if n e c e s s a r y ,  d e v e l o p  c o m p u t e r i z e d  d a t a  a n d  
r e t r i e v a l  s y s t e m s  €or a l l  aspects of t h e  PTO' s  o p e r a t i o n s .  
T h e  p l a n  was t o  g i v e  p a r t i c u l a r  a t t e n t i o n  t o  t h e  p a t e n t  and  
t r a d e m a r k  search f i l e s  a n d  t h e  p a t e n t  c l a s s i f i c a t i o n  s y s t e m .  

The repor t ,  s u b m i t t e d  t o  C o n g r e s s  i n  December 1982, 
p r e s e n t e d  a "master p l a n "  f o r  a u t o m a t i n g  PTO o p e r a t i o n s . l /  
The report  p o i n t e d  o u t  t h a t  i m p r o v e m e n t s  i n  PTO operat ions 
would  require t h a t  PTO move f rom paper f i l i n g  s y s t e m s  to  
p a p e r l e s s  d a t a  bases a n d  e l e c t r o n i c  t r a n s m i s s i o n  o f  i n f o r m a -  
t i o n .  F o r  example, s y s t e m s  used i n  t h e  t radem2,rk  program, 
which  h a s  h i s t o r i c a l l y  r e l i e d  on paper i n f o r m a c i o n  to  a s s i s t  
and  manage  i t s  work  process, would  be f u l l y  a u t o m a t e d ,  
i n c l u d i n g  t h e  manual  search f i l e s .  

T h e  report  also set  o u t  ttJe p r o c u r e m e n t  m e t h o d o l o g y  t h a t  
t h e  PTO w o u l d  follow: n 

"The o b j e c t i v e  of t h e  PTO a c q u i s i t i o n  
a p p r o a c h  a s  o u t l i n e d  i n  t h i s  p l a n  is t o  
s t r i v e  f o r  t h e  maximum p rac t i ca l  competi- 
t i o n  f o r  those products  a n d  s e r v i c e s  
n e e d e d  t o  i m p l e m e n t  t h e  PTO a u t o m a t i o n  
c o n c e p t .  

* * * * * 

1 -  a l /  " A u t o m a t i n g  t h e  P a t e n t  a n d  T r a d e m a r k  O E f i c e " ,  3 V o l s . ,  a 
report  t o  t h e  C o n g r e s s  by t h e  C o m m i s s i o n e r  of P a t e n t s  a n d  
T r a d e m a r k s  (December 1 9 8 2 )  (PTO Report t o  C o n g r e s s ) .  
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B. 

"~11  a c q u i s i t i o n  a c t i o n s  w i l l  c o n f o r m  
t o  f e d e r a l  p r o c u r e m e n t  r e g u l a t i o n s ,  w i t h  
p a r t i c u l a r  e m p h a s i s  o n  p r o c u r e m e n t  gu ide-  
l i n e s  a n d  r e g u l a t i o n s  e s t a b l i s h e d  by  t h e  
U.S. D e p a r t m e n t  of Commerce."2/ - 

E x c h a n g e  A g r e e m e n t s  

PTO, d u r i n g  J a n u a r y  a n d  May 1 9 8 3 ,  e n t e r e d  i n t o  t h r e e  
c o m p l e m e n t a r y  a g r e e m e n t s  t o  e x c h a n g e  p r o d u c t s  a n d  s e r v i c e s ,  i n  
order t o  c o m p u t e r i z e  p r e s e n t  and f u t u r e  t r a d e m a r k  d a t a ,  w i t h  
N.V. Compu-Mark S.A. (Compu-Mark) ,  Thompson & Thompson ( T & T ) ,  
a n d  TCR S e r v i c e ,  I n c .  ( T C R ) . 3 /  The Compu-Mark a g r e e m e n t  w i l l  
e n d  i n  1 9 9 2 .  
e n d e d  i n  1993 .  A f t e r  T&T a c q u i r e d  t h e  e n t i r e  b u s i n e s s  a n d  
goodwi l l  of TCR i n  A p r i l  1 9 8 4 ,  PTO a n d  T&T s i g n e d  a new 
a g r e e m e n t  i n  J u n e  1 9 8 4 ,  w h i c h  c o n s o l i d a t e d  a n d  made c h a n g e s  t o  
t h e  two p r e v i o u s  a g r e e m e n t s ,  i n c l u d i n g  e x t e n d i n g  t h e  p e r i o d  o f  
t h e  a g r e e m e n t  u n t i l  1998 .  

The  T&T a n d  TCR a g r e e m e n t s  w o u l d  o r i g i n a l l y  h a v e  

U n d e r  t h e  Compu-Mark a g r e e m e n t ,  Compu-Mark w i l l  provide 
PTO, o n  a n o n - e x c l u s i v e  b a s i s ,  w i t h  c o m p u t e r  t apes  of t e x t u a l  
d a t a  a n d  a s s i g n m e n t s  c o n c e r n i n g  t r a d e m a r k s  a c t i v e  a t  t h e  time 
o f  t h e  a g r e e m e n t .  The  i n f o r m a t i o n  o n  a c t i v e  trademarks o n  
these tapes  i s  d e r i v e d  from d a t a  p r o v i d e d  b y  PTO. I n  e x c h a n g e  
€or t h e  t apes ,  PTO w i l l  g i v e  Compu-Mark, o n  a n o n - e x c l u s i v e  

- */ V o i .  11, PTO Report t o  C o n g r e s s ,  pp. 6 - 1 7 ?  18 .  

- 3/ T h e  PTO o b t a i n e d  a u t h o r i t y  t o  " e x c h a n g e  i tems or s e r v i c e s  
r e g a r d i n g  * * * a d m i n i s t r - q t i o n  of t h e  P a t e n t  a n d  T r a d e -  
mark O f f i c e  * * *'* p u r s u a n t  t o  s e c t i o n  1 3  of P u b l i c  L a w  
N o .  97 -247 ,  9 6  S t a t .  3 1 7 ,  321 ( A u g u s t  2 7 ,  1 9 8 2 ) ,  
3 5  U.S.C. § 6 ( a ) .  A l t h o u g h  t h e  Compu-Mark a g r e e m e n t  was 
a s s i g n e d  t o  a n  associated B e l g i a n  Company, CM-Computer 
E n g i n e e r i n g  a n d  L i c e n s i n g ,  i n  December 1 9 8 3 ,  w e  w i l l  
s t i l l  refer t o  t h i s  a g r e e m e n t  t h r o u g h o u t  t h i s  memorandum 
as t h e  Compu-Mark a g r e e m e n t .  

- 2 -  
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bas i s ,  i n f o r m a t i o n  a b o u t  f u t u r e  t r a d e m a r k  a p p l i c a t i o n s ,  
r e g i s t r a t i o n s ,  a n d  a s s i g n m e n t s . 4 /  - 

T h e  p r e s e n t  T&T a g r e e m e n t  o b l i g a t e s  T&T t o  p r o v i d e  PTO, 
o n  a n o n - e x c l u s i v e  b a s i s ,  w i t h  computer tapes  w h i c h  c o n t a i n :  
d i g i t i z e d  i m a g e s  of trademarks a c t i v e  a t  t h e  time o f  t h e  
a g r e e m e n t  and  of f u t u r e  t r a d e m a r k  a p p l i c a t i o n s  a n d  amendments ;  
s p e l l i n g  c o r r e c t i o n s  a n d  d e s i g n  c o d e s  f o r  a c t i v e  t r a d e m a r k s  
and  p e n d i n g  t r a d e m a r k  a p p l i c a t i o n s  a n d  f u t u r e  a p p l i c a t i o n s ;  
d a t a  o n  a s s i g n m e n t s  o f  a c t i v e  m a r k s ;  a n d  i n f o r m a t i o n  on o ther  
PTO a c t i v i t i e s . 5 /  PTO w i l l  p r o v i d e  T&TI  o n  a n o n - e x c l u s i v e  
bas i s :  c e r t a i n  p r e s e n t  a n d  f u t u r e  trademark i n f o r m a t i o n  o f  
v a l u e  t o  T&T, wh ich  w i l l  a l so  be u t i l i z e d  t o  make c o m p u t e r  
tapes  for  PTO; copies  of p a s t  a n d  f u t u r e  t a p e s  f o r  t h e  
O f f i c i a l  G a z e t t e ;  a n d  d a t a  o n  t h e  a s s i g n m e n t  o f  a c t i v e  
t r a d e m a r k s  a n d  p e n d i n g  a p p l i c a t i o n s .  

O r i g i n a l l y ,  t h e  a g r e e m e n t s  PTO s i g n e d  w i t h  Compu-Mark, 
T&T, a n d  TCR res t r ic ted  t h e  u s e  O E  t h e  c o m p u t e r  tapes  o r  d a t a  
bases, w h i c h  t h e  c o m p a n i e s  p r o v i d e d  t o  PTO. Members of t h e  
p u b l i c  could n o t  use t h e s e  d a t a  bases w i t h  c e r t a i n  k i n d s  of 
s o f t w a r e ,  owned b y  PTO, t h e  use o f  wh ich  would  make t r a d e m a r k  
s e a r c h i n g  more e f f e c t i v e .  I n  1 9 8 4 ,  Compu-Mark and T&T a g r e e d  
t h a t  t h e  p u b l i c  c o u l d  use t h e  d a t a  bases w i t h  s u c h  s o f t w a r e  i n  
t h e  PTO t r a d e m a r k  search room, a t  a pr ice  o f  $ 7 0  an  h o u r ,  
i n c l u d i n g  a $ 3 0  a n  h o u r  r o y a l t y  t o  b e  c o l l e c t e d  €orl and  paid 
to ,  Compu-Mark and  T&T b y  PTO. PTO a l s o  o b t a i n e d  t h e  r i g h t  t o  

- 4 /  Our  d e s c r i p t i o n  of t h e  Compu-Mark-PTO a n d  t h e  T&T-PTO 
e x c h a n g e s  is  based o n  those items t o  which  PTO and  t h e  
company e x p r e s s l y  a s s i g n e d  a d o l l a r  v a l u e .  (See, - 
A t t a c h m e n t  C i n  t h e  Compu-Mark a g r e e m e n t  a n d  A t t a c h m e n t  G 
i n  t h e  1984 T&T a g r e e m e n t . )  Under  each a g r e e m e n t ,  t h e  
v a l u e s  wh ich  e a c h  p a r t y  a s s i g n e d  t o  w h a t  i t  r e c e i v e d  a re  
r o u g h l y  comparable v4 

I 

- 5/ Under t h e  o r i g i n a l  T&T a g r e e m e n t ,  PTO w a s  t o  h a v e  
r e c e i v e d  computer tapes  c o n t a i n i n g  d i g i t i z e d  images of 
t r a d e m a r k s ,  [ Jnder  t h e  o r i g i n a l  T C R  a g r e e m e n t ,  TCR was t o  
h a v e  p r o v i d e d  PTO w i t h  c o m p u t e r  t apes  of t e x t u a l  d a t a  a n d  
a s s i g n m e n t s  €or f u t u r e  trademark a p p l i c a t i o n s .  

- 3 -  
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p u r c h a s e  t h e  d a t a  bases f rom t h e  c o m p a n i e s ,  wh ich  we 
u n d e r s t a n d  i t  p l a n s  t o  d o  i n  t h e  n e a r  f u t u r e . 6 /  

f rom Compu-Mark and  work h a s  r e c e n t l y  s t a r t e d  u n d e r  t h e  TbT 
a g r e e m e n t .  PTO w i l l  o b t a i n  tapes  u n d e r  t h e  T&T a g r e e m e n t  a t  
r e g u l a r  i n t e r v a l s ,  i n  some cases u n t i l  1998 .  

- 
PTO w i l l  s h o r t l y  h a v e  r e c e i v e d  a l l  t h e  c o m p u t e r  t apes  

C. PTO E f f o r t s  T o  Achieve C o m p e t i t i o n  

I n  a p u b l i c  a n n o u n c e m e n t  o f  t h e  a n t i c i p a t e d  Compu-Mark 
e x c h a n g e  a g r e e m e n t  o n  J a n u a r y  2 7 ,  1 9 8 3 ,  PTO o f f e r e d  to e n t e r  
i n t o  s imilar  o r  i d e n t i c a l  a ' g r e e m e n t s  w i t h  o the r  f i r m s . 7 /  On 
May 5, 1 9 8 3 ,  s h o r t l y  b e f o r e  i t  e n t e r e d  t h e  T&T a n d  TCR-agree- 
m e n t s ,  PTO p u b l i s h e d  g u i d e l i n e s  t o  be f o l l o w e d  i n  t h e  e v a l u a -  
t i o n  o f  proposals  f o r ,  a n d  t h e  n e g o t i a t i o n  o f ,  a d d i t i o n a l  
e x c h a n g e  a g r e e m e n t s  u n d e r  t h e  a u t h o r i t y  o f  s e c t i o n  6 ( a )  of 
T i t l e  35 ,  U n i t e d  S t a t e s  Code ,  w i t h  p u b l i c ,  p r i v a t e ,  and  
domestic a n d  f o r e i g n  a g e n c i e s  a n d  c o m p a n i e s ,  t o  f a c i l i t a t e  t h e  
u s e  a n d  a v a i l a b i l i t y  of p a t e n t  a n d  t rademark i n f o r m a t i o n . 8 /  
( S e c t i o n  6 ( a )  is d i s c u s s e d  i n  d e t a i l  b e l o w . )  One o f  t h e  
purposes of s u c h  f u t u r e  a g r e e m e n t s  is  t o  f u r t h e r  t h e  g e n e r a l  
g o a l  of a u t o m a t i n g  t h e  p a t e n t  a n d  t r a d e m a r k  e x a m i n a t i o n  
process. To e n c o u r a g e  o the r s  t o  e n t e r  i n t o  s u c h  a g r e e m e n t s ,  
t h e  g u i d e l i n e s  s a i d ,  P T O  may p r o v i d e  s u c h  i n c e n t i v e s  as copies 
of PTO d o c u m e n t s ,  o r  c o m p u t e r - p r o c e s s a b l e  d a t a  o b t a i n e d  f r o m  
p a t e n t s ,  t r a d e m a r k  a p p l i c a t i o n s ,  t r a d e m a r k  r e g i s t r a t i o n s ,  a n d  
o t h e r  d a t a  sources. 

- 

D.  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n  Did N o t  Delegate 
S p e c i f i c  A u t h o r i t y  To PTO For Exchange  A g r e e m e n t s  

On March 30, 1 9 8 3 ,  t h e  D e p a r t m e n t  of Commerce, t h e  p a r e n t  
a g e n c y  of PTO,  s u b m i t t e d  t o  t h e  G e n e r a l  S e r v i c e s  A d m i n i s t r a -  
t i o n  ( G S A )  a n  Agency P r o c u r e m e n t  Request (KMA-3-211) f o r  s tage 
I of  t h e  PTO A u t o m a t i o n  Master P l a n ,  c o v e r i n g  a u t o m a t e d  d a t a  

- 6/ Commerce B u s i n e s s  D a i l y ,  December 15 ,  1 9 8 4 ,  p. 4 1 .  

- 7/ Commerce B u s i n e s s  D a i l y ,  J a n u a r y  27 ,  1 9 8 3 ,  p. 32.  

- 8 /  4 8  Fed. Reg. 20267.  
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p r o c e s s i n g  e q u i p m e n t ,  s o f t w a r e ,  a n d  s e r v i c e s ,  f o r  use i n  
c o n n e c t i o n  w i t h  PTO d a t a  bases ,  i n c l u d i n g  a p p a r e n t l y  those 
b e i n g  d e v e l o p e d  u n d e r  t h e  e x c h a n g e  a g r e e m e n t s .  On J u n e  14, 
1983, GSA g r a n t e d  PTO a D e l e g a t i o n  o f  P r o c u r e m e n t  A u t h o r i t y  
( D P A )  t o  a c q u i r e  s u c h  items and  s e r v i c e s ,  s u b j e c t  t o  G S A ' s  
s p e c i f i c  a p p r o v a l  of each s o l i c i t a t i o n .  The r e q u e s t  a n d  t h e  
r e s u l t i n g  d e l e g a t i o n  d i d  n o t  c o v e r  t h e  d a t a  b a s e s  a s  s u c h  or 
t h e  e x c h a n g e  a g r e e m e n t s  b y  w h i c h  t h e y  were b e i n g  a c q u i r e d ,  n o r  
d i d  PTO o r  Commerce r e q u e s t  a d e l e g a t i o n  f rom GSA c o v e r i n g  
e i t he r .  

E. Agency V i e w s  

I n  a n  O c t o b e r  2 6 ,  1984, l e t t e r  t o  a member of G A O ' s  
s t a f f ,  t h e  PTO S o l i c i t o r  i n d i c a t e d  t h a t  PTO d o e s  n o t  c o n s i d e r  
t h e  e x c h a n g e  a g r e e m e n t s  t o  be p r o c u r e m e n t s  sub jec t  to F e d e r a l  
p r o c u r e m e n t  s t a t u t e s  a n d  r e g u l a t i o n s .  On December 26, 1984, 
GAO a s k e d  t h e  G e n e r a l  C o u n s e l s  o f  t h e  D e p a r t m e n t  of Commerce 
(Commerce) a n d  G S A ,  and  t h e  S o l i c i t o r  o f  t h e  PTO w h e t h e r  
40 U.S .C .  759 ( t h e  B r o o k s  A c t )  a n d  i t s  i m p l e m e n t i n g  r e g u l a -  
t i o n s  a p p l y  t o  t h e s e  e x c h a n g e  a g r e e m e n t s .  Only G S A ' s  G e n e r a l  
C o u n s e l  r e s p o n d e d .  GSA's v i e w s  a re  d i s c u s s e d  below. 

11. APPLICABLE LAW 

A.  S e c t i o n  6 ( a )  

PTO e n t e r e d  i n t o  t h e  e x c h a n g e  a g r e e m e n t s  p u r s u a n t  t o  
s e c t i o n  6 ( a )  o f  T i t l e  35 of t h e  U n i t e d  S t a t e s  Code, w h i c h  pro- 
v i d e s ,  i n  r e l e v a n t  par t - -  

" 6 .  D u t i e s  o f  C o m m i s s i o n e r  

" ( a )  The  C o m m i s s i o n e r ,  u n d e r  t h e  
d i r e c t i o n  of t h e  S e c r e t a r y  o f  Commerce, 
* * * s h a l l  h a v e  t h e  a u t h o r i t y  t o  c a r r y  
on  * * * e x c h a n g e s  o items or  s e r v i c e s  
r e g a r d i n g  * * * t h e  ! d m i n i s t r a t i o n  of t h e  
P a t e n t  and  Trademark O f f i c e  * * *." 

The phrases  " e x c h a n g e s  o f  items or s e r v i c e s "  a n d  " t h e  
a d m i n i s t r a t i o n  of t h e  P a t e n t  a n d  T r a d e m a r k  O f f i c e "  were a d d e d  
t o  s e c t i o n  6 ( a )  by s e c t i o n  1 3  o f  P u b l i c  L a w  N o .  97-247, 96 
Stat. 317, 3 2 1 .  They had o r i g i n a l l y  b e e n  i n c l u d e d  i n  a n  
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r ,  

c 

A d m i n i s t r a t i o n  b i l l  t o  a u t h o r i z e  a p p r o p r i a t i o n s  f o r  t h e  PTO 
and for other purposes .g /  - 

The  o n l y  l e g i s l a t i v e  e x p l a n a t i o n  o f  these a d d i t i o n s  to  
s e c t i o n  6 ( a )  i s  found i n  a r e p o r t  of t h e  H o u s e  Committee on 
t h e  J u d i c i a r y  w h i c h  r e p e a t s  t h e  e x p l a n a t i o n  c o n t a i n e d  i n  t h e  
Sec t ion  A n a l y s i s  accompanying t h e  A d m i n i s t r a t i o n ' s  b i11 .10/  - 
I t  p r o v i d e s  a s  f o l l o w s :  

"SECTION 13" 

" T h i s  s e c t i o n  c l a r i f i e s  t h e  a u t h o r i t y  
of t h e  C o m m i s s i o n e r  i n  section 6 ( a )  of 
t i t l e  35 t o  e n t e r  i n t o  a wide r a n g e  of 
c o o p e r a t i v e  a g r e e m e n t s  c o n c e r n i n g  t h e  
p a t e n t  and t r a d e m a r k  laws or  t h e  admini-  
s t r a t i o n  of t h e  P a t e n t  and Trademark 
O f f i c e .  These  a g r e e m e n t s  a r e  i n  a d d i t i o n  
t o  t h e  exchange  of p u b l i c a t i o n s  a u t h o r -  
i z e d  i n  35 U.S.C. l l ( b )  and 1 2 .  These  
c o o p e r a t i v e  a g r e e m e n t s  may t a k e  t h e  form 
oE s t u d i e s ,  p rog rams ,  exchanges ,  and 
o t h e r  similar v e n t u r e s .  Thus ,  t h e  P a t e n t  
and Trademark O f f i c e  c o u l d ,  for example, 
exchange  p a t e n t  c o p i e s ,  n o n - p a t e n t  
l i t e r a t u r e ,  t a p e s ,  o r  s e r v i c e s  i n  r e t u r n  
tor aoods or  services of v a l u e  t o  the 
P a t e n t  and Trademark OfTice  ." 
H.R. Rep. No. 97-542, 97 Cong., 2nd S e s s i o n ,  May 17 ,  
1982,  6 2  ( e m p h a s i s  a d d e d ) .  

- 9/ - S e e ,  t h e  d r a E t  b i l l  a u t h o r i z i n g  a p p r o p r i a t i o n s  f o r  t h e  
PTO e n c l o s e d  w i t h  a l e t t e g ,  d a t e d  F e b r u a r y  8 ,  1982, from 
Malcolm B a l d r i g e ,  Secreta ' try o f  Commerce, t o  t h e  Honorable  
Thomas F. O ' N e i l l ,  J r . ,  S p e a k e r  of t h e  House of 
R e p r e s e n t a t i v e s .  

- l o /  - See, s e c t i o n  13 ,  " S e c t i o n  A n a l y s i s "  e n c l o s e d  w i t h  
S e c r e t a r y  B a l d r i g e ' s  F e b r u a r y  8 ,  1982, l e t t e r  t o  
S p e a k e r  O ' N e i l l  t r a n s m i t t i n g  t h e  p roposed  b i l l .  

J - 6 -  



B-217448 

( S e c t i o n s  l l { b )  and 12  o f  T i t l e  35,  U n i t e d  S t a t e s  Code, 
r e f e r r e d  t o  i n  t h e  Committee's report ,  p r o v i d e  r e s p e c t i v e l y  
for e x c h a n g e s  of PTO p u b l i c a t i o n s  f o r  o t h e r  p u b l i c a t i o n s  and 
o f  c o p i e s  of U . S .  p a t e n t s  f o r  those of f o r e i g n  c o u n t r i e s . )  

The PTO S o l i c i t o r  o f f e r s  t h e  f o l l o w i n g  i n t e r p r e t a t i o n  of 
s e c t i o n  6 ( a ) :  

"The c o n g r e s s i o n a l  i n t e n t  c l e a r l y  
e x p r e s s e d  i n  H.R. Report N o .  97-542 * * * 
was to  expand t h e  Commiss ione r ' s  exchange  
a u t h o r i t y  beyond t h e  l i m i t s  s e t  by sec- 
t i o n s  1 1  ( b )  and 12 * * *. W h i l e  t h e  
r e p o r t  uses t h e  e x p r e s s i o n  ' c o o p e r a t i v e  
a g r e e m e n t , '  t h e  e x p r e s s i o n  m a n i f e s t l y  was 
n o t  i n t e n d e d  t o  require t h e  use of coop- 
e r a t i v e  ag reemen t  p r o c e d u r e s  * * *. The  
sec t ion  l l ( b )  p u r p o s e  of exchanges  ' fo r  
p u b l i c a t i o n s  d e s i r a b l e  €or  t h e  u s e  of t h e  
P a t e n t  and  Trademark O f f i c e '  is n o t  con- 
s i s t e n t  w i t h  t h e  p u r p o s e  r e c i t e d  i n  
31 U.S.C. 6305 f o r  u s i n g  c o o p e r a t i v e  
ag reemen t s .  * * * C o n t r a c t  p r o c e d u r e s  
c o u l d  n o t  have  been  i n t e n d e d  s ince  'con- 
t r a c t , '  a s  d e f i n e d  i n  t h e  F e d e r a l  
Procurement R e g u l a t i o n s ,  4 1  C.F.R. 
5 1-1.208 ( 1 9 8 3 ) ,  i s  any c o m m i t m e n t  which  
' o b l i g a t e ( s )  t h e  Government t o  a n  
e x p e n d i t u r e  o f  f u n d s .  ' ' ' 1 1 /  - 

B. The Brooks  A c t ,  40 U.S .C .  S 759 

S e c t i o n  759 o f  T i t l e  40, U n i t e d  S t a t e s  Code, p a r t  of t h e  
Federal  P r o p e r t y  and A d m i n i s t r a t i v e  S e r v i c e s  A c t  (FPASA), a s  

- 1 1 /  S e c t i o n  6305 of T i t l e  31 ,&1n i t ed  S t a t e s  Code, d e f i n e s  t h e  
c i r c u m s t a n c e s  i n  wh ich  an e x e c u t i v e  agency  s h a l l  u s e  a 
c o n t r a c t ,  g r a n t ,  o r  c o o p e r a t i v e  ag reemen t .  A c o o p e r a t i v e  
ag reemen t  s h o u l d  be used when ( 1 )  a F e d e r a l  e x e c u t i v e  
agency  t r a n s f e r s  someth ing  o f  v a l u e  t o  a s t a t e  o r  loca l  
government  o r  a n o t h e r  r e c i p i e n t  t o  c a r r y  o u t  a p u b l i c  
p u r p o s e  and ( 2 )  t h e  e x e c u t i v e  agency  is e x p e c t e d  t o  have  
s u b s t a n t i a l  i nvo lvemen t  i n  c a r r y i n g  o u t  t h e  a c t i v i t y  
b e i n g  funded  . 
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amended,  t h e  s o - c a l l e d  B r o o k s  A c t ,  i s  i n t e n d e d  t o  provide a 
c o m p r e h e n s i v e  f r amework  f o r  a c q u i s i t i o n  a n d  m a i n t e n a n c e  o f  
a u t o m a t i c  d a t a  p r o c e s s i n g  (ADP) e q u i p m e n t  b y  F e d e r a l  
a g e n c i e s .  The  A c t  v e s t s  c e n t r a l  a u t h o r i t y  i n  t h e  GSA f o r  t h e  
p r o c u r e m e n t ,  m a i n t e n a n c e ,  o p e r a t i o n  a n d  u t i l i z a t i o n  o f  ADP 
e q u i p m e n t  w i t h i n  t h e  Governmen t .  Under  t h e  A c t ,  t h e  
A d m i n i s t r a t o r  o f  G e n e r a l  S e r v i c e s  is  t o  c o o r d i n a t e  and  p r o v i d e  
for  " t h e  e c o n o m i c  a n d  e f f i c i e n t  p u r c h a s e ,  l ease ,  and  m a i n t e -  
n a n c e  of  automatic d a t a  p r o c e s s i n g  e q u i p m e n t  b y  F e d e r a l  
a g e n c i e s . "  The  A d m i n i s t r a t o r  is  a u t h o r i z e d  t o  p r o v i d e  s u c h  
e q u i p m e n t  t h r o u g h  p u r c h a s e ,  l ease ,  t r a n s f e r  from other  F e d e r a l  
a g e n c i e s ,  "or o t h e r w i s e . "  

T h e  A d m i n i s t r a t o r  may d e l e g a t e  a u t h o r i t y  t o  Federal  
a g e n c i e s  t o  a c q u i r e  o r  m a i n t a i n  ADP e q u i p m e n t  u n d e r  c o n d i t i o n s  
p r e s c r i b e d  i n  t h e  l a w .  A g e n c i e s  r e m a i n  f r e e  t o  d e t e r m i n e  
t h e i r  ADP n e e d s ,  a n d  a p r o c e d u r e  is se t  f o r t h  f o r  r e s o l u t i o n  
of d i s p u t e s  b e t w e e n  GSA a n d  t h e  a g e n c i e s  by  t h e  O f f i c e  o f  
Management a n d  B u d g e t .  

111. ANALY S IS  

A. PTO's  E x c h a n g e s  o f  PTO-Produced Materials f o r  S e r v i c e s  
and  P r o d u c t s  P r o v i d e d  By C o n t r a c t o r s  A r e  A u t h o r i z e d  
b y  S e c t i o n  6 ( a )  

The Compu-Mark a g r e e m e n t ,  t h e  o r i g i n a l  T&T and TCR 
a g r e e m e n t s ,  and  t h e  1984 T&T a g r e e m e n t  p r o v i d e  f o r  e x c h a n g e s  
of products  a n d  s e r v i c e s ,  as a u t h o r i z e d  u n d e r  s e c t i o n  6 ( a )  o f  
T i t l e  35. Under  t h e  a g r e e m e n t s ,  PTO is  t o  r e c e i v e  on  a non- 
e x c l u s i v e  b a s i s  c o m p u t e r  tapes  of e x i s t i n g  a n d  f u t u r e  t r a d e -  
mark a p p l i c a t i o n s  a n d  o€  r e g i s t r a t i o n  i n f o r m a t i o n ,  p r o d u c e d  by 
t h e  c o m p a n i e s  from materials,  i n c l u d i n g  paper f i l e s ,  t a p e s ,  
a n d  o ther  r e c o r d s ,  f u r n i s h e d  t o  them b y  PTO. I n  e x c h a n g e ,  t h e  
c o m p a n i e s  r e c e i v e  PTO-produced mater ia ls .  S u c h  t r a n s a c t i o n s  
c l e a r l y  are " e x c h a n g e s  o f  items" u n d e r  s e c t i o n  6 ( a ) .  

t apes .  They  do so b y  t r a n s f o r m i n g  PTO's paper f i l e s  and  o t h e r  
mater ia l s  i n t o  a c o m p u t e r - r e a d a b l e  medium, i . e . ,  t h e  computer 
tapes .  Under  t h e  a g r e e m e n t s ,  t h e  c o m p a n i e s  s p e n d  t h e i r  own 
money t o  p r o d u c e  t h e  tapes .  The  c o m p a n i e s  a p p a r e n t l y  own t h e  
t apes  a n d  permi t  PTO t o  u s e  them o n  a n o n - e x c l u s i v e  b a s i s .  

The  c o m p a n i e s  p r o v i d e  PTO 2 w i t h  s e r v i c e s ,  a s  w e l l  a s  

- 

* W h i l e  t h e  tapes  are  t h e  t a n g i b l e  embod imen t  o f  t h e  
c o m p a n i e s '  work ,  t h e  real  b e n e f i t s  PTO o b t a i n s  u n d e r  t h e  
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e x c h a n g e  a g r e e m e n t s  are t h e  s e r v i c e s  t h e  c o m p a n i e s  perform, 
i .e . ,  t h e  t r a n s f o r m a t i o n  of PTO's  p a p e r  f i l e s  a n d  o t h e r  i n f o r -  
m a t i o n  i n t o  paperless  d a t a  bases. T h i s  t r a n s f o r m a t i o n  is  a 
s i g n i f i c a n t  p a r t  o f  t h e  master p l a n  f o r  a u t o m a t i n g  PTO's  
o p e r a t i o n s ,  prepared b y  PTO f o r  C o n g r e s s  p u r s u a n t  t o  P u b l i c  
Law 

B .  

NO. 96-517 ,  

T h e  B r o o k s  A c t  Applies To PTO E x c h a n g e  
A s r e e m e n t s  G e n e r a l l v  

PTO, a s  pa r t  o f . a n  e x e c u t i v e  a g e n c y ,  is  s u b j e c t  t o  t h e  
B r o o k s  A c t  u n i e s s  s p e c i f i c a l l y  exempt by s t a t u t e :  
matter o f  t h e  Federal  J u d i c i a l  C e n t e r ,  58 Comp.  Gen.  350 
( 1 9 7 9 ) ,  79-1 CPD 206, 4 0  U.S.C.  S S  474 a n d  7 5 9 ( e ) .  N e i t h e r  
s e c t i o n  6 ( a )  o f  T i t l e  35, n o r  a n y  o the r  p r o v i s i o n  o f  law con-  
c e r n i n g  t h e  PTO or t h e  D e p a r t m e n t  o f  Commerce, e x e m p t s  
e x c h a n g e s  o r  e x c h a n g e  a g r e e m e n t s  from c o v e r a g e  o f  t h e  B r o o k s  
A c t .  The  l i s t  of a g e n c i e s  w h i c h  are e x e m p t  f r o m  FPASA 
r e q u i r e m e n t s - - i n c l u d i n g  t h e  Brooks  Act--has n o t  b e e n  amended 
t o  i n c l u d e  PTO. 4 0  U.S.C.  S 4 7 4 .  Federal  J u d i c i a l  C e n t e r ,  
s u p r a ,  a t  356. 

- C f . ,  I n  t h e  

E x e m p t i o n  f r o m  t h e  Brooks A c t  c a n n o t  be i n f e r r e d  f rom t h e  
n a t u r e  of t h e  a u t h o r i t y  g r a n t e d  t o  PTO, i . e . ,  t o  e x c h a n g e  
items or  s e r v i c e s .  T h e  word  " e x c h a n g e "  d o e s  n o t  h a v e  a ' m e a n -  
i n g  a n t i t h e t i c a l  t o  " p r o c u r e m e n t , "  ( A s  w i l l  be d i s c u s s e d  
below, t h e  a p p l i c a b l e  d e f i n i t i o n  o f  " p r o c u r e m e n t "  e n c o m p a s s e s  
e x c h a n g e  a g r e e m e n t s . )  W e  f o u n d  n o t h i n g  i n  t h e  l e g i s l a t i v e  
h i s t o r y  of s e c t i o n  6 ( a )  to s u g g e s t  t h a t  C o n g r e s s  i n t e n d e d  t o  
g i v e  " e x c h a n g e "  s u c h  a m e a n i n g .  G S A  agrees t h a t  e x c h a n g e  
a g r e e m e n t s  u n d e r  s e c t i o n  6 ( a ) ,  i f  t h e y  a r e  ADP p r o c u r e m e n t s ,  
are s u b j e c t  to t h e  B r o o k s  A c t .  

- 

T h u s ,  f u t u r e  a g r e e m e n t s  c o n c e r n i n g  t h e  a u t o m a t i o n  of 
P T O ' s  a c t i v i t i e s  w i l l  a lso be s u b j e c t  t o  t h e  A c t ,  i f  t h e y  
i n v o l v e  t h e  a c q u i s i t i o n  of ADP e q u i p m e n t  o r  r e l a t e d  
r e s o u r c e s .  (See d i s c u s s i o n  i n  p a r a g r a p h  C below.) 

C. The Brooks A c t  Covers N o t  O n l y  A c q u i s i t i o n  of ADP 

-4 * - 

E q u i p m e n t  B u t  Also ADP-Related Resources 

A 1  t h o u g h  " c o m m e r c i a l l y  a v a i l a b l e  s o f t w a r e  , ' I  "re la ted  
s u p p l i e s "  ( e . g . ,  c o m p u t e r  t apes ,  r i b b o n s ,  a n d  t a b u l a t i n g  
p a p e r ) ,  a n d  "commercially a v a i l a b l e  * * * [ADP] s e r v i c e s  a n d  
support  s e r v i c e s "  are  n o t  m e n t i o n e d  i n  t h e  B r o o k s  A c t ,  t h e  A c t  

- 9 -  
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is cited as authority for GSA regulations governing the pro- 
curement of these ADP-related resources, as well as of ADP 
equipment and maintenance services. 41 C.F.R. 
S S  201-4.1100-2, 201-4.1200-2. 

GAO h a s  taken a position similar to G S A ' s  on these 
matters. In a letter to the Chairman, House Committee on 
Government Operations, concerning the legality of a Department 
of Transportation contract, we concluded that (1) the legisla- 
tive history indicates that "mass-produced commercially avail- 
able, general purpose" software is covered by the Act; and 
(2) the Act applies to a contract for ADP services, other than 
those services incident to the purchase of eqcipment, because 
"the Government is in effect leasing an ADP system for speci- 
fic purposes and periods," and such a lease is "functionally 
identical to the Government's leasing of equipment as congres- 
sionally contemplated by the Brooks Act." B-115364, May 31, 
1978, p.12.2/ 

D. The Exchange Agreements Involve "Commercial 
ADP Support Services" 

Either of two subparts of the Brooks Act regulations may 
apply to procurement of ADP resources depending on the nature 
of the resources. 41 C.F.R. Subpart 201-4.11, et seq. 
applies to the procurement of ADP equipment, maztenance 
services, commercially available software, and related 

12/ We do not agree with GSA's view, contained in its 
January 15, 1985, opinion, that the Brooks Act authorizes 
the GSA Administrator to grovide for all the ADP needs of 
Federal agencies. While be have supported GSA efforts to 
carry out the Act's objectives, we have never taken the 
position that the Brooks Act authorizes GSA to provide 
for all agencies' ADP needs. For example, in our May 31, 
1978, letter we concluded that neither an agency's 
contract for services to operate its own ADP equipment 
nor its contract for the development of non-commercially 
available software are covered by the Brooks Act. 

- 

' 

- 10 - 
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s u p p l i e s ,  and 41 C.F.R. S u b p a r t  201-4.12 e t  seq. t o  commer- 
c i a l  ADP s e r v i c e s  and s u p p o r t  s e r v i c e s .  _. 5/- 

Under a l l  t h e  exchange  agreements--Compu-Mark, t h e  
o r i g i n a l  T&T and  TCR,  and t h e  1984 T&T--PTO is  t o  r e c e i v e  
"commerc ia l  ADP s u p p o r t  s e r v i c e s , "  r a the r  t h a n  "commercial ADP 
s e r v i c e s , "  a s  these  terms a re  d e f i n e d  i n  41 C.F.R.  
§ 1-4.1202-3. T h e  d i s t i n c t i o n  i s  s i g n i f i c a n t  p r i m a r i l y  
because  ADP s u p p o r t  s e r v i c e s  can be procured by an agency ,  i f  
ce r ta in  c o n d i t i o n s  a r e  m e t ,  w i t h o u t  s p e c i f i c  GSA a p p r o v a l ,  
w h i c h  is r e q u i r e d  €or p rocuremen t  of ADP s e r v i c e s .  

S u b p a r t  1-4.11 d o e s  n o t  a p p l y .  T h e  a g r z e m e n t s  p r o v i d e  
t h a t  PTO w i l l  r e c e i v e  computer  t a p e s  c o n t a i n i n g  t r ademark  
r e g i s t r a t i o n  and a p p l i c a t i o n  i n f o r m a t i o n  w h i c h  t h e  companies  
p roduce  from d a t a  s u p p l i e d  by PTO. The t a p e s  are n o t  "ADP 
equ ipmen t , "  "ma in tenance  s e r v i c e s , "  o r  " r e l a t e d  s u p p l i e s "  a s  
d e f i n e d  i n  S u b p a r t  1-4.11.14/ - See 41 C . F . R .  S 1-4.1102. The 
t a p e s  a r e  "computer  d a t a  b a s e s , "  w h i c h  unde r  t h e  r e g u l a t i o n s  
a re  c o n s i d e r e d  t o  be  s o f t w a r e .  S e c t i o n  1-4.1102.2(d). (The 
term "computer  d a t a  base"  means "a s t o r e d  c o l l e c t i o n  of d a t a  
i n  a form c a p a b l e  o f  b e i n g  p r o c e s s e d  and o p e r a t e d  on or  by a 
compute r . " )  However, t h e  r e g u l a t i o n s  o n l y  c o v e r  "commerc ia l ly  
a v a i l a b l e  s o f t w a r e , "  d e f i n e d  a s  software a v a i l a b l e  " t h r o u g h  
lease  o r  p u r c h a s e  i n  t h e  commercial marke t  from a conce rn  
r e p r e s e n t i n g  i t s e l f  t o  have  o w n e r s h i p  and /o r  m a r k e t i n g  r i g h t s  
i n  t h e  s o f t w a r e . "  S e c t i o n  1-4.1102-2(b). T h e  d a t a  b a s e s  are 

L 13/ These  p r o v i s i o n s  are  p a r t  o f  t h e  F e d e r a l  I n f o r m a t i o n  
Resources Management R e g u l a t i o n  ( F I R M R )  I w h i c h  h a s  been 
i n  e f f e c t  since May 17, 1984. They r e p l a c e d  i d e n t i c a l  
p r o v i s i o n s  i n  t h e  F e d e r a l  Procurement R e g u l a t i o n  ( F P R ) ,  
r e s p e c t i v e l y ,  41 C.F .R .  S u b p a r t s  1-4.11 e t  seq. and 
1-4.12 e t  seq. T h e  F e d e r a l  A c q u i s i t i o n  R e g u l a t i o n  ( F A R )  
r e p l a c e d t h e  FPR i n  Apr i l  1984. E f f e c t i v e  A p r i l  1 ,  1985, 
new FIRMR p r o v i s i o n s  w i l l c t a k e  t h e  place o f  41 C.F.R.  
S u b p a r t s  2b1-4.11 e t  seq . fand  201-4112 e t  seq.. 
50 Fed. Reg. 4332. 

- - 

z 14/ S i n c e  a l l  t h e  exchange  a g r e e m e n t s ,  e x c e p t  t h e  1984 T&T 
a g r e e m e n t ,  were s i g n e d  b e f o r e  t h e  F I R M R  came i n t o  e f f e c t ,  
t h e  c i t a t i o n s  f o r  r e g u l a t i o n s  w i l l  r e f e r  to  t h e  FPR, 

I u n l e s s  otherwise n o t e d .  

- 1 1  - 
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not "commercially available" within the meaning of the regula- 
tions since the purpose of the exchange agreements is to 
develop the data bases. 

Subpart 1-4.12 concerns commercial ADP services and 
support services. We have reviewed the services to be per- 
formed under these exchange agreements and have concluded that 
the companies are to perform "ADP support services" for PTO as 
that term is defined in S 1 - 4 . 1 2 0 2 - 2 .  The companies provide 
PTO essentially with source data entry services, tasks associ- 
ated with the transformation of paper files and other data 
into a computer readable medium. These services do not 
involve the "computation or manipulation of data by computers" 
that is envisioned in the definition of "ADP services." 
Section 1-4.1202-1. Examples of ADP services would include 
scientific or statistical calculations, financial projections 
of administrative expenses, or growth projections for the 
U. S. economy. 

GSA agrees with this classification. GSA, admittedly 
based on the limited information then available to it, origi- 
nally concluded that the companies are furnishing "ADP serv- 
ices" to PTO. In subsequent discussions with GSA technical 
staff, we learned that they had classified the exchange agree- 
ments as ADP services because they thought the companies 
provided the use of equipment to access the data bases. We 
pointed out that the companies were neither required under the 
agreements to provide nor did they in fact provide the use of 
equipment to PTO. 

Based on this explanation, GSA technical staff stated 
that if the companies were not required to provide the use of 
computer equipment, then the agreements should be classified 
as ADP support services. Further, we have been advised by 
GSA's Office of General Counseb that their January 15, 1985, 
legal opinion has been revised becauSe of the change in the 
position of GSA's technical staff to reflect that GSA now 
believes the agreements were primarily for the provision of 
ADP support services, rather than ADP services. 

"Commercial ADP support services" refers "to the perfor;m- 
ance of ADP support services on a nonpersonal basis." Section 
1-4.1203-3(b). Services provided "on a nonpersonal basis," in 

J .  

I 1 
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t u r n ,  means  services  w h i c h  c a n  p r o p e r l y  b e  p e r f o r m e d  by  non- 
g o v e r n m e n t a l  p e r s o n n e l  w i t h o u t  d e t a i l e d  g o v e r n m e n t  c o n t r o l  o r  
s u p e r v i s i o n .  Amer ican  F e d e r a t i o n  of Governmen t  Employees  
Local N o .  3347 ,  AFL-CIO,  B-183484,  77-1 CPD 329 ( 1 9 7 7 ) .  The 
s e r v i c e s  w h i c h  PTO r e c e i v e s  c a n  p r o p e r l y  be p e r f o r m e d  by  t h e  
c o m p a n i e s '  p e r s o n n e l  and  t h e  a g r e e m e n t s  d o  n o t  p r o v i d e  €or 
PTO's  s u p e r v i s i o n  o r  c o n t r o l  o f  t h e  c o m p a n i e s '  work ,  a l t h o u g h  
PTO may h a v e  t o  p r o v i d e  a s s i s t a n c e  t o  t h e  c o m p a n i e s  when 
n e c e s s a r y .  

E .  T h e  Exchange  A g r e e m e n t s  a r e  C o n t r a c t s  f o r  t h e  P r o c u r e m e n t  
of Commercial ADP Support  S e r v i c e s  u n d e r  t h e  FPR 

~ l l  of t h e  e x c h a n g e  a g r e e m e n t s  are  c o n t r a c t s  for  t h e  pro- 
c u r e m e n t  of commercial ADP support  s e r v i c e s  p u r s u a n t  t o  
Subpar t  1-4.12 of t h e  FPR.l5/ 
d e f i n e  t h e  terms " p r o c u r e m e n t "  a n d  " c o n t r a c t  , I '  t h e  d e f i n i t i o n s  

A l t h o u g h  t h i s  S u b p a r t  d o e s  n o t  

elsewhere i n  t h e  FPR are app l i cab le .  See, Si 1-1 .201 ,  a n d  - 
1 - 4 . 1 2 0 4 ( d ) .  

S u b p a r t  1-4.12 of t h e  FPR g o v e r n s  t h e  p r o c u r e m e n t  o f  
commercial A D P  suppor t  s e r v i c e s .  41 C.F.R. S 1 - 4 . 1 2 0 1 ( a ) .  
" P r o c u r e m e n t "  is d e f i n e d  i n  t h e  FPR a s  " t h e  a c q u i s i t i o n  * * * 
f r o m  n o n - F e d e r a l  sources, of p e r s o n a l  p r o p e r t y  and  n o n p e r s o n a l  
s e r v i c e s  * * * b y  s u c h  means  a s  p u r c h a s i n g ,  r e n t i n g ,  l e a s i n g  
* * * c o n t r a c t i n g ,  o r  b a r t e r i n g  * * *.I' S e c t i o n  1-1.209.16/ 

_. 

l 5 /  T h e  d i s c u s s i o n  i n  t h i s  s e c t i o n  w i l l  b e  c o n f i n e d  t o  t h e  
FPR. T h e  Compu-Mark a n d  1 9 8 3  T&T a g r e e m e n t s  were e n t e r e d  
i n t o  when t h e  r e g u l a t i o n s  app l i cab le  t o  t h e  p r o c u r e m e n t  
o f  commercial ADP Support  s e r v i c e s  were p a r t  o f  t h e  FPR. 
A l t h o u g h  t h e  1984 a g r e e m e n t  was s i g n e d  a f t e r  t h i s  regula- 
t i o n  had became p a r t  of LQe F I R M R ,  t h e  1984 a g r e e m e n t  is 
a c o n s o l i d a t i o n  of t h e  ea'trlier a g r e e m e n t s - - e n t e r e d  i n t o  
p r i m a r i l y  because T&T acqui red  T C R ' s  a s s e t s - - a n d  is  n o t  a 
new p r o c u r e m e n t .  

- 

16/  T h i s  d e f i n i t i o n  is  s i m i l a r  t o  t h a t  w h i c h  s e r v e s  to  p re ->  
scribe when a p r o c u r e m e n t  c o n t r a c t  is  t h e  a p p r o p r i a t e  
i n s t r u m e n t  €or a Federal a g e n c y  t o  use, a s  o p p o s e d  t o  a 
g r a n t  o r  c o o p e r a t i v e  a g r e e m e n t .  31 U.S .C .  S 6303. 

- 
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" C o n t r a c t "  means  "a b i n d i n g  l e g a l  r e l a t i o n  b a s i c a l l y  
o b l i g a t i n g  t h e  se l le r  t o  f u r n i s h  p e r s o n a l  p r o p e r t y  or n o n p e r -  
sonal services * * * and  t h e  b u y e r  to  pay t h e r e f o r , "  
S e c t i o n  1-1.208.  The  d e f i n i t i o n  o f  " c o n t r a c t "  is n o t  l i m i t e d  
to  a r r a n g e m e n t s  i n v o l v i n g  t h e  u s e  o f  g o v e r n m e n t  f u n d s ,  
a l t h o u g h  it d o e s  i n c l u d e  a l l  t y p e s  of w r i t t e n  commitments  
wh ich  require t h e  Federa l  g o v e r n m e n t  t o  e x p e n d  f u n d s .  

T h u s ,  t h e  e x p e n d i t u r e  o f  g o v e r n m e n t  f u n d s  is  n o t  an  
e s s e n t i a l  i n g r e d i e n t  o f  t h e  d e f i n i t i o n  o f  " c o n t r a c t . "  T h i s  
c o n c l u s i o n  is c o n s i s t e n t  w i t h  b o t h  t h e  g e n e r a l  p r o c u r e m e n t  
p r o v i s i o n s  o f  FPASA a n d  t h e  B r o o k s  A c t ,  n e i t h e r  o f  which  is 
l i m i t e d  t o  t r a n s a c t i o n s  i n  w h i c h  t h e  g o v e r n m e n t  u s e s  
a p p r o p r i a t e d  f u n d s .  

T h e  Compu-Mark a g r e e m e n t  a n d  t h e  o r i g i n a l  T&T and TCR 
a g r e e m e n t s  f a l l  w i t h i n  t h e  FPR d e f i n i t i o n  oE " p r o c u r e m e n t . "  
Under  t h e  e x c h a n g e  a g r e e m e n t s ,  PTO a c q u i r e s  n o n p e r s o n a l  s e r v -  
ices  Erom n o n - f e d e r a l  s o u r c e s  b y  c o n t r a c t i n g .  The  e x c h a n g e  
a g r e e m e n t s  are c o n t r a c t s .  They  b i n d  t h e  c o m p a n i e s  t o  p r o v i d e  
ADP s u p p o r t  s e r v i c e s  a n d  PTO to  f u r n i s h  c e r t a i n  d a t a .  PTO is 
i n  t h e  p o s i t i o n  of a b u y e r  a n d  p a y s  f o r  t h e  s e r v i c e s  acquired 
w i t h  d a t a  a n d  materials r a t h e r  t h a n  money. l7 /  _. 

- 17/ T h e  e x c h a n g e  a g r e e m e n t s  may a lso be r e g a r d e d  a s  c o n t r a c t s  
f o r  t h e  p r o c u r e m e n t  o f  cc@mercial  ADP S u p p o r t  s e r v i c e s  
f o r  a n o t h e r  r e a s o n :  PTO is  a c q u i r i n g  n o n p e r s o n a l  s e r v -  
ices t h r o u g h  bar ter  b e c a u s e  " ' e x c h a n g e '  i s  barter." 
Postal  Telegraph Cable C o .  V. Tonopah  Rai l road ,  248 U.S. 
4 7 1 ,  474  ( 1 9 1 8 ) .  The  e x c h a n g e  a g r e e m e n t s  a re  c o n t r a c t s  
i n  w h i c h  t h e  pa r t i e s  b i n d  t h e m s e l v e s  t o  b a r t e r  g o o d s  for 
s e r v i c e s .  " P r o c u r e m e n t "  is d e f i n e d  i n  t h e  FPR to  i n c l u d e  
a c q u i s i t i o n  b y  " b a r t e r i n g . "  41 C.F.R. S 1-1.209. 

J 
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F. F u r t h e r  I n q u i r i e s  t o  De te rmine  Whether 
PTO Complied W i t h  S t a t u t o r y  and Regulatory 
R e a u i r e m e n  ts  

GAO eva lua tors  found t h a t  PTO apparent ly  d i d  not r e a l i z e  
t h a t  the  r egu la t ions ,  41 C.F.R.  Subpart 1 - 1 2 ,  were appl i -  
cable . l8/  W e  a r e  undertaking t o  determine whether PTO's 
a c t i o n s m a y  never the less  have s u b s t a n t i a l l y  conformed t o  the 
requirements f o r  the procurement of commercial ADP support 
s e rv i ces .  We w i l l  a l s o  review on a se l ec t ed  b a s i s  w h e t h e r  t h e  
exchange agreements a r e  sub jec t  t o  o the r  s t a t u t e s  o r  regula- 
t i o n s  gene ra l ly  appl icable  t o  government agency procurements. 
O u r  conclusions on these  matters  w i l l  be r e f l e c t e d  i n  a for th-  
coming GAO r epor t ,  requested by t h e  Committee, about t h e  
automation of PTO's trademark a c t i v i t i e s .  

- 18/  Nevertheless i n  t h e  PTO Report t o  Congress, i n  December 
1982, PTO s t a t e d  t h a t  a c q u i s i t i o n s  would " s t r i v e  fo r  t h e  
maximum p r a c t i c a l  competition" and "conform t o  federal  
procurement regula t ions ."  

- 15 - 
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The H o n o r a b l e  J a c k  Brooks  
Cha i rman ,  Committee o n  Government  O p e r a t i o n s  
House o f  R e p r e s e n t a t i v e s  

Dear  Mr. C h a i r m a n :  

T h i s . 1 e t t e r  r e s p o n d s  t o  a Committee request,  conveyed i n  
d i s c u s s i o n s  w i t h  y o u r  s t a f f ,  f o r  o u r  o p i n i o n  w h e t h e r  exchange  
a g r e e m e n t s  b e t w e e n  t h e  P a t e n t  a n d  Trademark  O f f i c e  (PTO)  and 
p r i v a t e  f i r m s ,  t o  a u t o m a t e  PTO's t r a d e m a r k  search a c t i v i t i e s ,  
a r e  s u b j e c t  t o  40 U.S.C. S 7 5 9 ,  t h e  Brooks  Act ,  g o v e r n i n g  
procurement o f  a u t o m a t i c  d a t a  p r o c e s s i n g  e q u i p m e n t ,  and i t s  
i m p l e m e n t i n g  r e g u l a t i o n s ,  O u r  r e s p o n s e  t o  t h i s  r e q u e s t  is an 
o u t g r o w t h  of o t h e r  work t h e  G e n e r a l  Accoun t ing  O f f i c e  is  under-  
t a k i n g  p u r s u a n t  t o  y o u r  l e t t e r  d a t e d  J u l y  1 1  # 1984 and i n c l u d e s  
d i s c u s s i o n  o f  some i s s u e s  w e  h a v e  r e v i e w e d  i n  c o n n e c t i o n  w i t h  
t h a t  l e t t e r .  

On December 26,.. 1984 w e  r e q u e s t e d  t h e  v i e w s  of t h e  General 
C o u n s e l s  o f  t h e  Depar tmen t  of Commerce and t h e  G e n e r a l  S e r v i c e s  
A d m i n i s t r a t i o n  ( G S A ) ,  and t h e  S o l i c i t o r  of PTO o n  w h e t h e r  40 
u .S .C.  759  a n d  i t s  i m p l e m e n t i n g  r e g u l a t i o n s  a p p l y  to these 
e x c h a n g e  a g r e e m e n t s .  Only  G S A ' s  General C o u n s e l  h a s  
r e s p o n d e d .  I n  O c t o b e r  1984 w e  r e c e i v e d  an o p i n i o n  from t h e  
S o l i c i t o r  o n  o t h e r  r e l a t e d  q u e s t i o n s .  T h e  e n c l o s e d  memorandum 
sets o u t  t h e  f a c t s  w i t h  our lwal analysis. 

as 
We h a v e  c o n c l u d e d  t h a t  w h i l e  PTO had s t a t u t o r y  a u t h o r i t y  

( 3 5  U.S.C.  s 6 ( a ) )  to e n t e r  i n t o  a g r e e m e n t s  w i t h  t h e  f i r m s  t o  
e x c h a n g e  p r o d u c t s  f o r  p r o d u c t s  and s e r v i c e s ,  t h e  a g r e e m e n t s  are  
cont rac ts  fo r  t h e  p r o c u r e m e n t  of commercial a u t o m a t e d  d a t a  pro- 
c e s s i n g  ( A D P )  s u p p o r t  s e r v i c e s  u n d e r  4 0  U.S.C. s 759- - the  
s o - c a l l e d  B r o o k s  A c t .  The Brooks A c t  v e s t s  i n  G S A  c e n t r a l  ' 
a u t h o r i t y  €or t h e  p r o c u r e m e n t ,  m a i n t e n a n c e ,  o p e r a t i o n ,  and 
u t i l i z a t i o n  of ADP e q u i p m e n t .  The Act h a s  been  i n t e r p r e t e d  to  
c o v e r  n o t  o n l y  ADP e q u i p m e n t ,  b u t  r e l a t e d  ADP resources,  
i n c l u d i n g  c o m m e r c i a l l y  a v a i l a b l e  sof tware  and A D P  s e r v i c e s  and 
s u p p o r t  s e r v i c e s .  PTO, as  p a r t  of an e x e c u t i v e  agepcy- - the  

a .  




