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Don't Get Spooked by the CLOUD Act

The CLOUD Act

In March 2018, as part of a larger "omnibus" spending bill, the U.S. passed
legislation designed to address how governments, courts, and law enforcement
should request data kept outside of their national borders: the Clarifying Lawful
Overseas Use of Data Act (CLOUD Act).

The CLOUD Act looks to establish reciprocal bilateral executive agreements that
allow the U.S. government agencies to access data, relevant to a specific legal case,
stored overseas in exchange for allowing foreign governments to access data
stored in the U.S.

It also provides for the case where if no such bilateral executive agreement exists
with a country or region, and the demand for data breaches local privacy laws, then
service providers may be able to seek to quash the request from law enforcement.

This paper looks to clarify just how the CLOUD Act is, and isn't, going to impact
cloud usage and cloud service providers (CSPs).

The Facts (vs Myths) of the CLOUD Act

There is more than enough fear, uncertainty, and doubt (FUD), confusion, and
misunderstanding when it comes to the CLOUD Act — and this has generated
claims or myths that need to be cleared up.

The CLOUD Act Does Not Provide Unfettered Access to Personal Data by
Law Enforcement

Law enforcement may request content from service providers only if the subject
has consented or with a warrant issued by a U.S. court in accordance with the
CLOUD Act, or in conformity with an agreed bilateral executive agreement.

CSPs Can Help Protect Customers' Content

The CLOUD Act makes no provision to disclosing encryption keys, and CPS' may
offer a variety of services aimed at improving the security of customer data.

Extraterritorial Access to Data Needs Bilateral Agreement

The CLOUD Act provides a new process for accessing extraterritorial data. It also
provides a new framework for the U.S. to enter into bilateral agreements with other
countries or regions regarding law enforcement requests for data. Where there is
no bilateral agreement, requests for extraterritorial data will have to go through the
process of pursuing mutual legal assistance treaties or MLATs
(https://www.mlat.info/), which means little has changed in these cases.
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The CLOUD Act Provides Reciprocal Access

The CLOUD Act is designed to allow reciprocal access to data between U.S. and
bilateral agreement partners, but only through an agreed and approved legal
process.

The CLOUD Act Does Not Take Precedence Over Existing Laws

The CLOUD Act does not ignore, supersede, or change another country's local laws.
In fact, the CLOUD Act recognizes the right for service providers to challenge
requests that conflict with another country's laws or national interests.

The CLOUD Act does not
ignore, supersede, or change

another country's local laws.
The CLOUD Act and CSPs

Further to the above myths, there are several more claims that are directed
specifically at the CSP marketplace.

The CLOUD Act is Not Targeting CSPs

While it is true that global CSPs are the custodians of much of the data that U.S. law
enforcement would conceivably seek access to under the CLOUD Act, they are not
the only likely recipients of a warrant. All organizations operating from the U.S. that
hold data outside of the U.S. are equally subject to this legislation.

The CLOUD Act Does Not Only Apply to CSPs

The CLOUD Act applies to all organizations operating from the U.S. that provide
electronic communication services or remote computing services to their users
(including email and cloud service providers) irrespective of whether services are
provided in the U.S. or another country.

There is No Provision for Decryption

There is no provision within the CLOUD Act for the decryption of data that CSPs
hold on behalf of their users or customers. The act is not a magic decoder ring that
law enforcement can use to unencrypt data that is under the control of the end
user. This is important: even if data encrypted by the CSP could be forced to be
disclosed, data encrypted by the customer could not be decrypted by the CSP.

Local CSPs Are Creating Much of the FUD

The CLOUD Act does provide a new framework, but it does not suggest that either
a local or foreign CSP should be a preferable solution. Organizations must
understand just what the stance and capabilities of any prospective CSP are — for
example, can they provide customer-controlled encryption, do they offer
configurable regional data stores, do they provide the services that best suits their
business, etc.

What Does it Mean for CSPs?

CSPs can be a great resource to help organizations navigate the complexities of the
CLOUD Act — particularly regarding the ways it affects their services. This will
require CSPs to be very clear about services that they offer that can support the
protection of customer data, such as data segmentation, encryption, and key
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management. Finally, CSPs must work with their customers to clearly define
responsibilities and potential reactions to approaches by law enforcement.

Do Regional CSPs Have to Comply With the CLOUD Act?

While regional (not U.S.-based) CSPs are not specifically within the scope of the
CLOUD Act, they are likely to come into scope for law enforcement requests for

The potential for conflict data if executive agreements are negotiated. Additionally, they will still be expected
between the CLOUD Act and to respond to requests made via MLATs and letters rogatory (https://legal-

GDPR consequently hinges dictionary.thefreedictionary.com/letters+rogatory). When considering CSPs, do the
on whether the U.S. and the appropriate due diligence and get a clear understanding of the art of the possible
EU, as a collective whole, — then make your choices. Most importantly, don't panic and don't become a

can negotiate an executive victim of FUD.

agreement that satisfies The CLOUD Act and GDPR

both parties.

Minimal Conflict

There are a whole range of unfounded claims being made about possible conflicts
between the CLOUD Act and the EU GDPR. In fact, there is only one area of
potential issue and this lies around the subject of data transfers outside of the EU
— and, specifically, a potential conflict between section 2713 of the CLOUD Act
(https://www.congress.gov/bill/115th-congress/senate-bill/2383/text) and article 48
of GDPR (https://eur-lex.europa.eu/legal-
content/EN/TXT/HTML/?uri=CELEX:32016R0679&from=EN).

A Resolution?
To resolve this, we need to look at two different scenarios:

o If there is an executive agreement in place, then any details of what is or
isn't allowed will need to be hammered out by the two parties (the U.S. and
a third-party country or region), and primacy of the executive agreement or
the GDPR will be decided by the courts.

e If there is no executive agreement in place, then the handing over of
any data to U.S. authorities will depend on the reaction to the CLOUD Act
warrant by service providers operating from the U.S. and whether they seek
to quash the warrant based on a conflict with local laws (i.e., GDPR).

The potential for conflict between the CLOUD Act and GDPR consequently hinges
on whether the U.S. and the EU, as a collective whole, can negotiate an executive
agreement that satisfies both parties. However, to be clear, only businesses that are
hosting data or information that is related to a serious crime would be impacted. In
fact, current European Commission activities are set to create an EU equivalent of
the CLOUD Act — the so-called e-Evidence Regulation. With both the CLOUD Act
and the e-Evidence Regulation in place, we could have the basis for a bilateral
executive agreement between the U.S. and the EU that removes any conflict with
GDPR or other local legislation.

The Ability to Quash is Very Limited

It should also be noted that the ability of a CSP to seek to quash a CLOUD Act
warrant for access to a customer's or subscriber's information only applies if:

— o
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e The person/entity is not a U.S. citizen and does not reside in the U.S.

e The required disclosure would create a material risk that the provider
would violate the laws of a qualifying foreign government

So, we will still have a possible conflict if a U.S. citizen, resident in the EU, is the
subject of a CLOUD Act warrant.

What About Brexit?

The U.S. and the U.K. are already negotiating an executive agreement that will
provide for the exchange of data for the protection of society, national security,
and law enforcement. Details are not available at this time but are likely to reflect
previous data exchange agreements that have existed between the two countries
for intelligence and law enforcement. As the U.K. is to leave the EU in 2019, the
GDPR will not directly apply, but the UK. has already passed into law the U.K. Data
Protection Act 2018 (which implements the EU's GDPR, while providing for certain
The CLOUD Act is in place permitted derogations, additions, and U.K.-specific provisions). These will all be
addressed within the executive agreement.

and is yet to be tested in the
courts, but organizations Conclusion
still must carry on with their

. The CLOUD Act is in place and is yet to be tested in the courts — but organizations
businesses.

still must carry on with their businesses. The key is to keep calm and to remember a
few basic items:

e Only data that is relevant to protecting public safety and combating
serious crime, including terrorism, is subject to the CLOUD Act.

e Your CSPs are your partners, so talk to them and understand what they can
do and what their stance is with respect to approach by law enforcement.

e Encryption is your friend. Not only does encryption help mitigate concerns
over rogue service provider admins or hacking attacks by malicious
outsiders, but in the event that a service provider has to turn over data as
part of a lawful request by U.S. or other government agency, that data is
useless to them without the cooperation of the enterprise.

e Beinformed about the CLOUD Act and other local legislation that could
impact your business.

e Under the CLOUD Act, request to access to data is made either by a
warrant issued by a U.S. court (which can be challenged if it conflicts with
local laws) or via a bilateral executive agreement between the U.S. and a
third-party country or region.

e In selecting a service provider, as always it is important to undertake
appropriate due diligence to ascertain that your needs can be met, that
you will be fully compliant, and your risks can be managed in line with
current and evolving legislation.

IDC #EMEA44421518 4




IDC UK

5th Floor, Ealing Cross,
85 Uxbridge Road
London

WS5 5TH, United Kingdom
44.208.987.7100
Twitter: @IDC
idc-community.com
www.idc.com

Copyright and Restrictions:

Any IDC information or
reference to IDC that is to be
used in advertising, press
releases, or promotional
materials requires prior
written approval from IDC. For
permission requests contact
the Custom Solutions
information line at 508-988-
7610 or permissions@idc.com.
Translation and/or localization
of this document require an
additional license from IDC.
For more information on IDC
visit www.idc.com. For more
information on IDC Custom
Solutions, visit
http://www.idc.com/prodserv
/custom_solutions/index.jsp.

Global Headquarters: 5 Speen
Street Framingham, MA 01701
USA P.508.872.8200

F.508.935.4015 www.idc.com.

Copyright 2018 IDC.
Reproduction is forbidden
unless authorized. All rights
reserved.

About IDC

International Data Corporation (IDC) is the premier global provider of market
intelligence, advisory services, and events for the information technology,
telecommunications and consumer technology markets. IDC helps IT
professionals, business executives, and the investment community make fact-
based decisions on technology purchases and business strategy. More than
1,100 IDC analysts provide global, regional, and local expertise on technology
and industry opportunities and trends in over 110 countries worldwide. For 50
years, IDC has provided strategic insights to help our clients achieve their key
business objectives. IDC is a subsidiary of IDG, the world’s leading technology
media, research, and events company.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




