Federal Agencies Operate “Pay-Back”
Campaigns By Stealing Technology From

Companies And Cutting Them Out of
The Market
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“Thay siobe all my stulf and used Bepayer money o do IL® John Hnalo, a Mardand small business owner, says of the
LS. govemmant.

Hnato claims the gowernment has pul his company, FoodgquesiTQ, neardy oul of business by stealing his firm's
softwang thal was designed 1o be lioensed to the Food and Drug Adminisiration o monitos ood safety,

The FOMA ook our ideas. plagiaimmd my docioml disserdation on which a patont was based, and than thay infringod
an our palent. The resull was that it decimated our business,” he adds

Hnatio says his company has bedn laft hanging by a Swead, He has hod o fire émployees and says that S
rermaining three, incduding himsell, G oeiing no salary and hae been fonced B Go on unem playmant ing urancs,

*| b nevle 0an anything ke 1" says Hoatio, who i a retired federal goemmant officlal

Ho says the FDWA “duplicaed eacty what we wore salling to industry and they wene giing it away for free...insead of



helping small business commercialize their product, what we are seeing is a dragon, in the name of the LS.
govarmmant halis aating their own young.”

Fipoeduiss (TC i only oni of numensus small businesses thal sctuse the gowmment of $lealing Boin inbellechal
proparty of Fade sacrets when Sy enber inlo conlracts or research agresmonts with federal agencies.

“Tha govarmmant interceded, stole he iechnology and atiempbed Io use this in dassifed programs.” says Jim
OHeate, the president of he small New Jersey echnology company Demadulation. He has fled a $50 million lassuit
against the U5, govermnment, accusing il of wking his fim's reseanch,

Demodulaton developed an advanced iechnology imohing fiber coated wire, called microwine, which s thinner than a
human hair. The company 8ays il8 microwire can be used for a variety of national secudity applications, such as
iracking drones, keeping tabs on soddiers on bailefields, ransmiging informaton without a power s.ource, and that it
evin has the ability "o rendér ob|ects imdsible b radar.®

“It sounds Incredibde and Impossible halthe U.S. govemmant ks aking things from pecple,” says Demodulation
lewyer Sean Callagy. “We baliewe this ks the greatest country in the wosld with the greatest justice system in the world
but tha U.S, govemmant is not an eagle or a fiag, but human baings. And human beings make mistakes,”

The lewsuit accuses the Dapariment of Energy and the Mational Huclear Security Adminisratien, among others, of
llegally swiping the frm's Information by “using microwin: and Démodulaton’s wade secrets in ks mission 1o gather
intalligonce.”

italso says that the LS. has even buill *a securs facility for the producton of microwine® on s own,

“Thare ane dassifled reports showing the lechnology® declares Demaedulation afiomay Ben Light, who says that after
the company “shared the secret sauce” about microwine with federal officials, they simply ook (tha) wire.®

The Department of Enargy refemed Fox News requests for commeent io the Nalonal Nuclear Security Admintstration,
which did not respond fo repeated requests for 8 comment abouithe company's allegaions.,

The Dapartment of Justice denies Damodulaton & charges in court filings.

Swar Delary, an Acng Assisant Alomey General, wrobs thal while “the United States admils hal it confinees o
conduci research reganding what is generally known as ‘microwine,” he says that the gowemment did not act

I prospery.

The Department of Justice claims the govammaent did not take any proprigtary information or develop the microwine
technology based on Demodulation’s work, and that “none of the assened patents have been infinged on by the
United States .



Delary also pointed out that some of Demodulation's patants had eapired.

“The only reason the patents axpired |s because Demodulation was driwen out of business,” responds the fom's
lawysr, Light. "H dossn affect the entire case bacause any infringement during the paniod whan e patents wene
enforced i$ S8l compensable.”

O¥oele says e govemment denials ane “an impossibiliy based on the evdence | haw.,®

He i= calling for “rafiorm and legislation fo prodect us. | kope through our liligation we will be able to expose some of
the problams.®

it ums oul that the govemmaent is routinely accesed of similar wrongdoing and somalimes has lo ponyup.

The L5, Army seliied a case in Movember by paying $50 million 1o a Texas company, Applricity, which claimed the
govamment ook some of #s software, which racks military equipment from MARE's (o roops, without paying for it

The company's court papers s.akd that the govwemmeant Swillfully Infringed* on s copyrights, “alled 10 provide
information” about what it did and was engaged in “sctively concaaling the Army's misappropriaton of Appiricity
software.”

The complaint s.aid the Army pekd for using the scftware on fve servers and 150 devices . but sciually “copled and
inslalied Appiricity sofwane on al leas 58 servers and at least 8,063 devoss® withoul iling the company.

| don' think thane was malliciees intant,® Appiricit's founder and president Tim Garcla talls Fox News in e aftarmath
of the setemenl He says his company pursued ils case by e “standard process through the Cour of Claims.®

There & numencus olher companias thal have Bled similar acons al he Washinglon, D.C.-based couwl, which is
the venue for legal claims against te federal govemmeant Among them:

Liberty Ammunison, which s suing the gowemmeant for allegedly infringing on i copyright for developing a lead-fres
“grean badlat afier it worked on the imention with the Depafment of Defense.

et Resuls, which claims that e Army inkinged on its patent for a *mine datecting devica® by ghing out i design io
aixother gevammant contraciors.

in 2008, NASAwas ordered o pay 528.3 millon o Boeing aker he court found that the government infringed on the
company's aluminum alioy patanL

In & noted case in 1999, he LS, governmant paid than Hughes Electronics $154 millicn in damages afer a 30- year
long legal batile found hatthe govemmani illegally eppropriatad the company's saieliie lchnology.



The W5, Court of Federal Claims calls itself "the peopla’s court® and says il is considerad “the keeper of the nalion's
consclence.” lis siwakwd ighl across Lafaystte Park from e While House.

“There i no reason o think i can't happen,” cbeernes Mew York Unhersiy law Professor Jeanne Fromer, an
intelleciual propesty and copyright lw specialist

“Tha govemmentcan take palant rights, a3 long as they compansabe for il B is not dizsimilar, in that sense, o nolions
af eminent domain.®

“Tha govemmeniis a big sprawling place and thare am ol of people actng in it | hink some of tham acl wary
nobly. buiits hard o say hat evenyone ahways does.”

“Wa are hearing more eguanty from companies aboul intellectsal proparty thedt by the govemment,” notes John
Palaielo, haad of he Washingion, DUC.- area lobbying group, the Business CoaliSon for Falr Compettion, which (s
studying the isswe,

*Companies ane becoming mons wcal about iL*

Hnatio balleves there = a troubling explanation for alleged govemmeant Binching.

What we are seeing (s a dires compaition batwesn the priaie sector and e U S, government. The problam for
small businessos is hat thoy aro simply being dostroyed by their own govemmant in spile of the fact Bl wo hoar
poliicians say all he ime, thal amall business ia imporant. |fs exdremely diswibing because it means we lose jpba,
and i means wa lose cur competiive adge In the world. it creates a very dangercus siiuation for ow natonal securnin®

Fox News nepeatedly requesied comment fom the FDA regarding Hnatio's alegations about FoodquesTC, bul e
agoncydid nolissue a statemant.

While the Demodulation case s expeciad i go 1o ral ned year, Hnatlo says he has bean lefl without any money i
hira & lawyer o go o eownl.

"From e Sme | was a litle kid | dreamed of starsng a business. But | do have 10 bl you thal hene is a grave danger
io e Amedcan dream,” he s8ys.
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Eric Shawn, 8 New York-basod anchor and sentor comogpondent for FOX News Channel (FNG), joinod the mohwonk
when iflaunched in 1896, He anchors “America’s News Headguariers® on Sunday momings from 10 a.m.-11 am. and
12 pum. fo 1 pm. ET. Shawn aiso reguiarly reports from the Uniled Nabioens. Most mcondly, he was live from Bosion o
mport on the Boston Marsihon bombing. He also repons on poltics and fermersm, and provided five covaerage fom
both i Republican and Deamocrasic NaSonal Comvenlions duning the 1992, 1988, 2004 and 2008 elecions. He alko
wreovered new ewidencs in the murder of Team sers leader Jimmy Hafa, based on the dfaims of hitmen Frank
Shearan, who admisd fo Shawn, and in his biography, thal he shot Hofa i 8 bousa i Detroit whare Shawn bund &
biood paliern hal supports Sheeran's siory,



Is the government trying to steal ... - Washington Technology

Is the government trying to steal your best employees? Government contractors are fertile ground for
agencies looking to hire experienced IT professionals

Dhttps://washingtontechnology.Com/articles/Z009/08/26/c

Small businesses claim US government stealing their ideas ...

John Hnatio, a Maryland small business owner, says the U.S. government has put his company,
FoodquestTQ, nearly out of business by stealing his firm's ...

foxnews.com/politics/2013/ 12/17/small-businesses-clai...

How the Feds Can Take Your Property | The Fiscal Times

How the Feds Can Take Your Property . Search form. Search . ... Sectors + Companies; US Economy;
Global Economy. ... then the Feds should be seizing, ...

Dthefiscaltirnes.com/Columns/20 12/07/23/How-the-Feds-C

Former US Energy Department Employee Accused Of Trying To

... a former energy department employee, ... Former US Energy Department Employee Accused Of
Trying To Steal And Sell Nuclear Secrets Pleads Guilty. ... Technology ...

ibtimes.com/forrner-us—energv-deDartrnent-eleovee-accu. ..

Declaration of Energy Independence

Better World Technology's declaration of energy independence from the Department of Energy.
MENU. JeffOtto.com LTD. Contact; Safe ... and steals the future of the people.

wat.ieffotto.com/declaration.htm

Unfair Government Competition Undercuts Private Business
(Sen ...

Fair competition between companies who ... However, more and more federal agencies are ... Unfair
Government Competition Undercuts Private Business ...

Dthehill.Com/blogs/congress-blog/economy-a—budget/Z 536
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Government Competition with Private industry in violation of ...

Government Competition with Private ... against private companies. The government agency doesn't
have to ... for federal or local governments to compete with ...

DronDaulforurns.com/showthread.DhD?Z82683-Government-Corn

Government Competition with Industry

One of the major criticisms of government competition with industry is that it ... by the federal
government ... agency is part of the National ...

heritage.org/research/reDorts/ 1977/05/government-compe...
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