
	Basic IP Theories

	Incentive Theory:
· Promotes creativity and innovation
· Utilitarian argument  reward incentivizes innovation
Moral Theory:
· Creator should have right to benefit from fruits of his labor (Locke)
· Deontological argument  virtue incentivizes innovation
Basis for IP in the US
· Const. Art. 1, §8: congress has power to promote progress of science and useful arts by securing exclusive right to authors/inventors for writings/discoveries
· “progress of science”  literature
· “useful arts”  for inventors/discoveries



	Trade Secrets

	Theories of TS Protection
· Utilitarian (consequentialist)  encourages inventive activity by protecting fruits of those efforts
· TS as productive property
· Moral (deontological)  deters efforts that the sole purpose is redistribution of wealth from one to another
· Wrongful acquisition of another’s property
Elements of TS: Uniform TS Act
Information that
1. Is not generally known to others (not in public domain)
a. Not easily ascertainable  only quality info protected
i. Some degree of inventiveness would be required
ii. CA doesn’t require it to be not easily ascertainable
b. Information in general is typically non-exhaustible (tangible things wear out, may only be used by 1)
2. Has economic value
a. To those who know it vs. those to don’t
b. Value derives from exclusivity of information  turns a public good into a private good
3. Where reasonable efforts are made to maintain the secrecy of the info

Maintaining a TS:
· Need to disclose to ltd # to make it profitable  confidentiality K or NDA (can be implied)
· Can sue for misappropriation of TS

Elements of TS Claim:
1. Information + economic value
a. Subject matter involved must qualify for TS protection
b. Information not generally known to others who could derive value from it
2. Maintained as a secret
a.  took reasonable precautions to prevent disclosure
b. Qualified secret – not absolute  limited disclosures are ok
3. Wrongful acquisition by 
a. Economic espionage
b. Former employees violating K duty

	Subject Matter

	What info counts?
· Usually technical (but business methods or market info too – i.e. customer lists)
· Includes “bind alleys” or “negative know-hows” (i.e. what not to do)
· Protected info cannot be acquired w/ trivial effort – work and ingenuity involved
· Uniform TS Act  no TS if info is readily ascertainable (not req in all states)

Factors of whether disclosures are limited:
· Public or private
· Whether disclosed only to exploit advantage of TS
· Whether disclosed in confidence

Evidentiary significance of secrecy efforts:
· Greater secrecy  more likely 3rd party wrongfully acquired & more likely info has econ value

Reasonable precautions:
· USTA  separate element of proof,  bears burden
· R3rd  no separate element, evidence of specific precautions may be unnecessary if value & secrecy clear

Involuntary Disclosures:
· Inadvertent (negligent)  factor in determining reasonableness of precautions
· Compelled (e.g., govt Ks, approvals)  not a disclosure to public
· If govt discloses to 3rd party, may owe compensation
	Metallurgical v. Fourtek (carbide reclamation process TS subject matter)
· Taken as a whole, process was unknown (secret) – security/NDA reasonable efforts
· Better process gave them a competitive advantage (econ value)
· Used Factors to determine whether disclosures were limited
· Didn’t get patent – perhaps b/c known by 1 other, obvious, expense, only 20 years

Rockwell Graphics v. DEV (DEV acquired RG’s proprietary info – Q is whether RG take reasonable precautions to keep piece-part drawings a secret)
· Vendors had drawings, but unable to lawfully provide them to DEV  RG felt parts couldn’t be reverse engineered
· DEV arg that RG forfeited TS protection b/c both vendors had drawings (necessary?) – vendors had duty of confidentiality
· Remanded for new trial to answer security question  RG had drawings locked in vault, NDA, destroy copies – extravagant precautions can deter discovery

Data General v. Digital Computer Controls (if product fully discloses TS, then sale to public forfeits secrecy)
· Computer sold w/ logic drawings so people could fix their own
· Customer who got them signed NDA, labeled confidential
· Giving  a permanent injunction would be more relief than deserved  would need to be temporary, enough time for  to reverse engineer


	Misappropriation

	Liable for disclosing/using another’s TS w/o privilege if:
1. Discover secret by improper means
2. Disclosure/use of info is a breach of confidence
3. Acquires secret from 3rd person knowing it was wrongfully acquired/disclosed
4. Acquires secret knowing it is a secret and disclosure was a mistake

What means are improper:
· Criminal  theft, trespass, espionage, electronic surveillance, hacking
· Non-criminal  breach of confidence, industrial espionage, unfair comp.

Improper means:
· means which fall below the generally accepted standards of commercial morality and reasonable conduct
· Proving improper means:
· Direct evidence (DuPont – caught red handed)
· Indirect evidence (e.g., statistical unlikelihood that product was developed independently)

Proper means:
· Independent development, reverse engineering, licensing, inadvertent disclosure

Questionable means:
· Violation of EULA  defeats right to reverse engineer
· Mandated disclosures  might be a taking
· Environmental policy conflicts  can a state require oil cos to disclose chemicals they use if they are a TS?
· Misuse of computer access
· US v. Nosal – employee gave co- access to protected database to obtain client list (TS); both guilty of violating CFAA

Breach of Confidence
· Confidential relationship exists when:
1) Express promise given (e.g., NDA)
2) TS is disclosed under circumstances in which parties can infer:
a. Person knew or had reason to know the disclosure was intended to be confidential
b. Other party was reasonable in inferring that person consented to confidentiality
· Arrow’s Info Paradox:
· License/sale necessarily includes sharing info, but once other co has info, no need to buy  licensee must be held to a confidential relationship
· Better to use express, like an NDA

Reverse Engineering
· Disassembly, decompiling – start w/ known product lawfully acquired is ok
· Would not be allowed if tools used to RE are TS or are wrongfully acquired/patented
· Misappropriation not excused simply b/c RE is possible
· Policy why it is allowed:
· Promotes innovation (may require own investment)
· Promotes competition
· Avoids technology lock-up/monopoly
· Distinguishes TS from patent
· Unlawful RE  may not be misappropriate of TS, but:
· Violate shrink wrap licensee agreement
· Violate Economic Espionage Act
· Violate Digital Millennium Copyright Act

Employment Agreements
· Confidentiality agreements  express or implied
· Express  NDA, Materials Transfer Agreement
· Implied  based on common law of trusts, arising from fiduciary relationship
· Invention assignments  give employer right to IP
· Common Law rule  depends on nature of employment and invention
· Inventive vs non-inventive employee (scientist vs. clerk)
· Use of employer’s resources – time, materials, equipment
· K Assignment (employment agreement)  trailer clauses
· Inventions made after employment – only enforced if reasonable
· Employer might have “shop right” even when employee has ownership
· Employer has a perpetual, nonexclusive, royalty-free license to use the invention
· Employee can still license it to others, but employer has implied license
· Restricting departing employee’s use of info
· Gen rule = enforceable if info qualifies as TS
· Non TS = may be restraint of trade
· Noncompetition & Nonsolicitation agreements  limits former employees
· Employers can’t restrict accumulated knowledge, skills, and experience, but employee may be enjoined from using TS in new job
· Extent employers can restrict employees is big issue:
· Employers desire to not allow former employee to use training and skills learned goes against public policy of employee mobility  want to encourage free flow of info
· Will be enforced if reasonable  only extent necessary to protect employer’s legit business interests and not unduly harsh
· Dimensions of reasonableness:
· Temporal: how long are they forbidden from working for competitor?
· Spatial: What’s the geographical reach of the agreement?
· Subject Matter: in X industry or all?
· Rule of reasonableness  NCAs valid if:
· Limited in scope – type of business activities
· Limited in time – 1 year is common
· Limited in geographical area – w/in regional market
· Some states limit NCAs to TS and reject them re know-how
· CA approach to NCAs  not allowed except in sale of business, partnership, or LLC
· Minority rule
· CA approach encourages innovation  Silicon Valley is example, vs. 128 belt in boston where NCA enforced
· Open network vs. vertically-integrated business structure
· Free movement of employees vs. lock-up of tech skills
· NSAs also invalid in CA even though less severe

Inevitable Disclosure Doctrine
· When does confidentiality (NDA) imply non-compete for key employees? Can employee segregate what she learns under NDA and her background knowledge?
· Employee mobility vs. business protection
· Pepsico and Quaker  Pepsico employee went to quaker and pepsico claimed it was inevitable he would disclose TS – pepsico showed more than just possibility of disclosure, strong likelihood
· CA rejects inevitable disclosure
· IDD creates implied covenant not to compete

CFAA (Computer Fraud & Abuse Act):
· 9th circ 2012: Exceeds unauthorized access does not include authorized access, but unauthorized use
· i.e. hacking
· DC 2013 (nosal): use of another’s pw is unauthorized access if done w/ intent to defraud and > $5K
EEA (Economic Espionage Act):
· Conversion (misappropriation) of TS for economic benefit, injury to owner, in interstate or foreign commerce
· DC: conspiracy to violate EEA if  believes info is TS
· TS even if most, but not all, info was public
· Unenforceability of NCA not a defense to EEA violation

Recent development in TS:
· Private right of action against theft of TS act (not enacted)  would federalize TS law
· Deter Cyber Theft Act  USTR special 301 watch list, countries w/ high cybercrime
· Aaron’s Law (not enacted)  reduces CFAA penalties
Europe  harmonize national TS law and create EU law

	DuPont v. Christopher (aerial photo of DuPont plant is misappropriation)
· B/c photographers took pic while s were making reasonable efforts to protect secrecy, have cause of action
· Relationship btw reas. of precautions & reas. of discovery

Smith v. Dravo Corp (D developed similar shipping container using designs from S obtained in business sale negotiation)
· Misappropriation  confidential relationship here can be inferred – S disclose for ltd purpose

Kadant v. Seely (Former employee w/ access to TS claims products designed via RE when working at competitor)
·  didn’t produce enough evidence showing RE is highly unlikely

Edwards v. Arthur Andersen LLP (NCAs not valid in CA – AA refuses to release E from NCA)
· Ct rejects the narrow-restraint exception  restraint = prohibit, so if it doesn’t totally prohibit it is ok
· CA exceptions in sale of business, partnership, or LLC
· Policy  open competition and employee mobility

In re High-Tech Antitrust (Silicon Valley techs conspire via anti-solicitation agreements not to hire each other’s employees)
· Violation of Sherman & Clayton Antitrust Acts
· Class action – judge rejects the $300M settlement saying it’s not enough, could be billions

Warner-Lambert v. JJ Reynolds (Listerine formula loses status as TS due to general disclosure, but Lambert still has to pay for license)
· In absence of specific term, courts may imply term co-extensive w/ duration of IP
· Parties can K for risk of IP invalidity – didn’t do that here

Winston Research v. 3M (former employees patent tape drive mechanism tech they acquired from 3M)
· Employee patent embodied a TS they wrongfully acquired
· Ct limit injunction to 2 years reflecting life of TS
· Remedy took away their “head start”  no damages b/c there was no profit

US v. Nosal (N violates Computer Fraud and Abuse Act by downloading contact list)
· N resigns to start own firm and co-conspirators stole contact list vis pw protected computer
· Violate CFAA  No haking needed – just unauthorized access (like using someone elses pw)
· Now back to 9th circ on appeal on whether sharing pw is unauthorized access and violation of CFAA



	Patent

	Policy: market driven incentive to invest in innovation  allowing inventor to appropriate the full economic reward of their invention via exclusivity
· Balance social welfare theories  restraint on competition vs. incentive to invent

Theories of patent rights:
· Incentivizing innovation
· Utilitarian; economic development
· Prospect theory
· Efficient to repose rights in single entity so as to promote highest and best use
· Natural rights
· Product of one’s own labor

How Patent value is realized:
· Working the patent  selling the product
· Assignment  sale of patent rights
· Happens mostly w/ failed companies
· Register assignment with PTO
· License  authorization for use
· Damages  through infringement suits
· Patent trolls (non-practicing entities) waiting to sue (often innocent) infringers
· Other countries have a working requirement, so in order to sue you have to be working the patent

Patent Authorization: 35 USC §101
· Whoever invents or discovers any new and useful process, machine, manufacture, or composition of matter, or any new and useful improvement thereof, may obtain a patent therefor
· Process (method) & product 
· “Art” in patent act of 1793

3 Types:
1) Utility  functional invention
2) Design  ornamental industrial design for articles of mfg
Plant  any distinct and new variety of plants

	Utility Patent

	DEFINITION
1) Right to exclude others from:
a. Making, using, selling (+ offering to sell), importing
2) Technical invention
3) Limited term  20 years
a. Average time it takes to get a patent is 44 months
b. Retroactive protection, but wouldn’t be able to get injunction while pending
4) Monopoly offered in exchange for disclosure
a. Old rule only published upon issue – you could have a TS and apply for patent
b. For last 20 yrs, applications published after 18 months  typically before decision made, applicant able to withdraw
c. Publication is a feature of Patent Cooperation Treaty
i. Avoid 18 month publication requirement by disclaiming right to file in other country (risky)  wouldn’t be public until issued
5) Right to use is not conferred by patent – only protects others from using

REQUIREMENTS
1) Must be patentable subject matter
a. Process, machine, manufacture, or composition of matter
i. Mfg = production of articles from raw materials w/ new forms, qualities, properties, or combinations
ii. Composition of matter = all compositions of 2+ substances, including chemical union
iii. Substantial transformation test  at some point a purified version is new if it has qualities not found in nature (Parke-Davis)
b. EXCLUSIONS:
i. Laws of nature, natural phenomena, abstract ideas
1. Discovery of a formula (algorithm included) not patentable  even new formula treated as prior art
2. Application of a formula only patentable if the process is novel
2) Must be novel
a. Not previously known or used in public domain  must add to public knowledge base
b. Copyright has to be original, patent has to be new
c. Novelty = whether invention is already described in prior art
i. Prior art = information in public domain prior to effective filing date
1. Documentary evidence of prior knowledge by others  prior patent or publication – reference must be enabling
2. Non-documentary evidence of prior knowledge by others  prior application, public knowledge, public use, on sale – not suppressed, abandoned, concealed
3. Conception alone does NOT constitute prior art b/c technology not yet known  once reduced to practice it is known
a. Reduced to practice when:
i. Successful trials
ii. When mechanism of action is understood
4. Public use required? Secret use is not disqualifying but may be suspect
a. Public use  Done openly in ordinary course of business (i.e. not a TS)
b. Doesn’t need to be known by public at large, but use of knowledge needs to be corroborated  otherwise too easy to construct a prior use
ii. Invention can’t be known/used by others in US OR patented/described in publication ABROAD  CHANGED 
1. NOW, claimed invention can’t be patented, described in printed publication, or in public use/sale ANYWHERE IN THE WORLD (adopted the EU standard)
a. This change means there is now more prior art b/c there’s no geographic limit
iii. Statutory Bar §102 1952 Act: entitled to patent unless disclosed more than 1 yr prior to application date
1. Once a disclosure occurs, you have 1 year to file
2. Creates a 12mo grace period after disclosure  policy to promote diligence and speedy disclosure
3. Does not defeat novelty, but rejects the patent
4. EXCEPTIONS  disclosures made 1yr or less before filing date won’t be prior art if:
a. Disclosure was by patent applicant herself OR
b. Subject matter disclosed had been publicly disclosed by inventor before such disclosure
3) Must be useful
a. Have real world application, not just theoretical  utility requirement
b. Invention must actually work
c. Not a moral/social judgment of utility
d. Some application to a real world problem  not a very high standard
i. EU has higher standard – industrial application
e. Utility governed by MPEE (examiner guidebook)  utility well-established if:
i. PHOSITA would immediately appreciate why invention is useful &
ii. Utility is specific, substantial, and credible
1. Specific = must particularly describe what invention is good for (what it does, how it works, what the problem is it fixes)
2. Substantial = can’t just be throw away or simply to amuse, available to benefit public
3. Credible = Must actually work and be reduced to practice, excludes hypothetical
f. Utility in drug patents:
i. PTO  animal trials suffice
ii. FDA  full human clinical trials needed
4) Must not be obvious extension of prior art
a. Inventive leap required (some degree of ingenuity)  trivial improvements not patentable
b. Distinguish btw innovations that would occur on their own and those that would need an incentive to justify commitment of time/resources needed to investigate
i. Obvious = can be attained w/ ordinary skill
c. 1952 Patent Act adds non-obviousness to patentability
i. Obvious if diffs btw subject matter sought and prior art are such that a PHOSITA would find obvious
1. Objective standard ex ante  what would a PHOSITA have known at the time? Pretend you don’t know what you do know
ii. Obviousness may depend on:
1. Eventual commercial success
2. Long felt but unresolved needs
3. Failure of others to achieve the invention
d. Prior art must be disclosed to patent examiner  if not disclosed could be fraud
e. CAFC “TSM Test” – Teaching, Suggestion, Motivation Test
i. Prior art must teach, suggest, or motivate someone to try the improvement
ii. Unless prior art meets the TSM test, we have non-obviousness
iii. Examiner needs objective (documented) evidence to deny b/c obvious (In re Lee)
iv. TSM test makes it more difficult to reject on obviousness grounds
f. SCOTUS overrule TSM Test in KSR v. Teleflex
i. Q is whether person of ordinary creativity in the field would try to create invention
1. Same as PHOSITA? More subjective?
ii. TSM still a means of exclusion  rejects patents but if TSM test isn’t satisfied it doesn’t necessarily mean patent is good
1. TSM now is 1st step in obviousness inquiry

Who can get a patent?
1) Inventor(s)
a. Nationality is unimportant
b. All inventors working in collaboration have to file
2) Who are first to:
a. Invent  for patents filed before 3/16/13
b. File for patent  for patents filed after 3/16/13 (American Invents Act of 2011 - AIA)
i. Rest of world uses this
ii. Must easier to determine than first to invent
3) Other inventors can’t use patented invention
a. Even if developed independently
b. EXCEPTIONS: “prior user” defense
i. If in commercial use for more than 1 year prior to filing date
1. Applies to patents except those owned by universities  if patent awarded to university, cuts off everyone’s right to use it
2. Applies only to patents filed after AIA

FORMALITIES:
· Must file for patent separately in each country
· EU has a multi-national patent application
· Application must contain:
1) Specification
a. Abstract (summary)
b. Background of invention
c. Detailed description
i. Discloses how invention works and what it does
2) Claims
a. Legal boundaries of exclusive rights
3) References to prior art (knowledge already in public domain)
4) Oath

STEPS IN SECURING A PATENT:
1) Conception (the idea)  important time period before AIA
2) Reduction to practice (working model)
3) Application  date of filing very important
a. Typically costs $374K to file  ways to reduce if small inventor, most cost is attorney fees
b. 2 ways to get an earlier effective filing date:
i. Relate back to provisional date
ii. Filing an international patent application  most are filed in US or EU first, but get 30 months to file in any country w/in the treaty
4) Examination
a. Assigned an examiner who makes determination of eligibility
b. Median time for examination in US is 44 months
5) Opposition
a. Ex-parte  only applicant is interacting with PTO
b. BUT, small opportunity in US for outsiders to oppose application
6) Allowance (issue) or rejection
a. Rejection has certain appeal routes  Patent Trial Appeal Board (PTAB)
7) Post grant review/re-examination
a. Challenges patents that have been issued  outsiders can ask office to reconsider grant
b. Re-examination is 1 procedure used  re-examine in light of new info
i. Can be requested by patentee if there are some infirmities in original issue
c. All taking place w/in PTO, but alternatives in federal court  patent not valid defense to infringement
8) Enforcement
a. Usually takes place in federal ct  suing someone for infringement
9) International Trade Commission (ITC)
a. Separate system for enforcement of patents at the border
b. Parallel system to suing in fed ct
c. Sometimes the substantive standards differ btw ITC and fed ct
d. Remedies  import exclusion and/or cease and desist orders
e. Fast track process
f. Subject to judicial review
g. §337 US Tariff Act of 1930 unfair competition in imports: 
i. Complainant must prove:
1. Infringement by imported articles
2. Existence of affected US industry

Patent Exhaustion  when patent owners rights are exhausted; exception to exclusive rights of patent
· Upon lawfully acquired embodiment of a patent (buying the good that has a patent in it), patent holder’s rights to exclude w/ respect to sale and use are exhausted
· Applies to patents that are licensed to device mfg and then sold to end user
· Applies to method patents embodied in device
· Applies to patented components in a device
· Similar to 1st sale doctrine in copyright, but judicially created

Process (method) Patents:
· Process or series of steps for performing a function or accomplishing a result
· Mfg process
· Method of using a product
· Method of performing a business operation (BMP)
· Utility in a process patent:
· Process produces a useful product  product itself doesn’t have to be patentable, just useful
· Same standard as a product patent (Manson)

Method of Use Patents:
· Use of a patented product for new purpose
· E.g., Sildenafil originally had patent for heart disease drug and then claimed patent for same drug used for erectile dysfunction
· Pfizer owns both so blocking wasn’t an issue (usually a license would be needed)

Provisional Patents:
· Can file before you have supporting data showing utility  have 1 year to obtain the data before you need to file full application
· Lock in the filing date – based on date of provisional application
· If you fail to get enough data, you abandon the provisional and get a new one
· BUT, the effective filing date will relate back to the new one, not the old
· Provisional are NOT published

DISCLOSURE / SPECIFICATION
· Patent in exchange for disclosing technology to the world  promote progress of science and useful arts
· Specification in application contains:
a. Written description of the invention
i. Sufficient to show applicant is in possession of invention
1. Must describe w/ all limitations
2. Claims can’t be broader than description
a. BUT can use examples that don’t limit the claims
b. Claims often include preferred embodiment, but don’t need to be limited if description includes other embodiments
b. Enablement
i. Manner and process of making it using full, clear, concise terms to enable a PHOSITA to make and use it
ii. Possible to enable, but fail to describe
iii. Purpose is to prevent disclosing just enough to get patent but keep preferred implementation a TS
c. Best Mode
i. Specification shall set forth the best mode contemplated by inventor of carrying out invention
ii. Can establish invalidity by showing inventor didn’t disclose best mode
iii. Problems:
1. Too subjective and uncertain
a. Removed as a litigation defense, but still can reject application
· Filer has opportunity to fix it – can be cured if examiner isn’t satisfied
· Can claim a class of materials only if their common qualities are disclosed
· Void if description is so vague that PHOSITA can’t tell how to use it w/o independent experiments (Incandescent Lamp Patent)
· Disclosure:
· Statutory Bar §102 1952 Act: entitled to patent unless disclosed more than 1 yr prior to application date
· Once a disclosure occurs, you have 1 year to file
· Creates a 12mo grace period after disclosure  policy to promote diligence and speedy disclosure
· Does not defeat novelty, but rejects the patent
· EXCEPTIONS  disclosures made 1yr or less before filing date won’t be prior art if:
· Disclosure was by patent applicant herself OR
· Subject matter disclosed had been publicly disclosed by inventor before such disclosure
· i.e. no grace period for disclosures by 3rd parties unless they learned invention from applicant
· Poor man’s patent application  one way to prevent patent is by disclosing 


	SUBJECT MATTER:
Funk Seed v. Kalo Inoculant (distinction btw discovery and invention)
· Mix of bacteria to spread over plants is NOT patentable  Funk Seed hasn’t transformed them, just combined
· Bacteria acts like it normally does, nothing new/novel

Diamond v. Chakrabarty (GMO bacteria meets defn of mfg and composition of matter)
· Create micro-organism that eats oil
· Examiner reject b/c product of nature & living things aren’t patentable
· PTAB rejects on ground it is living, but recognizes that it is modified product of nature
· Ct App reverses on appeal, patentable
· SCOTUS majority disagrees w/ interpretation that congress intent for plant patent is the only exception to living organisms not patentable

Parke-Davis v. Mulford (isolates a purified form of adrenaline – Patentable b/c first to remove adrenaline)
· Purification in itself is not usually novel (Wood paper patent) unless changed from natural state
· Substantial transformation test  if it has qualities not found in nature, purified form can be new

Parker v. Flook (formula vs application of algorithm for alarm)
· Even new formula treated as prior art
· The process of using the formula is only patentable if new and useful

Mayo v. Prometheus (Instructions for method of optimizing drug treatment not patentable)
· Instruction to stay w/in optimal range is a mental step
· Instructions not patentable absent use of technology
· Process of administering drug isn’t novel and process for determining range is law of nature (body determines)

Myriad Genetics (BRCA gene not patentable b/c exist in nature)
· Exist in nature even though isolated in lab  not transformed from natural state (discovery vs invention)
· Complementary DNA was patentable – synthesized, doesn’t exist in nature

Samsung v. Apple (Samsung claims Apple infringing, want to prevent import)
· ITC gives Apple a general exclusion order and cease/desist  appeal through administrative appeal
· White House disapproves of remedy b/c of policy considerations for ‘standard essential patents’
· Encourages Samsung to license

EXHAUSTION:
Quanta v. LG (adoption of exhaustion when Quanta sells computers made by Intel w/ LG chips)
· Licenses for tech don’t overcome exhaustion doctrine
· Doctrine applies to method patents embodied in device and components

Fuji Photo v. Jazz (putting new film in is permissible repair)
· Jazz imports refitted Fuji cameras
· ITC holds exhaustion inapplicable to reconstruction, but Fed Circ reversed holding it was repair
· Repair is only permitted for cameras originally sold in US – making a “round trip”
· Case in DC filed simultaneously, seeking injunction and damages  J failed to meet burden of proof on exhaustion in some of facilities

UTILITY:
Brenner v. Manson (end result of a process must have utility to be patentable)
· Process patent for creating chemical, but applicant doesn’t know what chemical does
· Process for producing that product must meet same standard as a product patent for requiring utility
· SCOTUS rejects Ct App arg that it’s enough if process produces its intended result

Juicy Whip v. Orange Bang (not a function of patent law to assure moral utility)
· Patent for fake visual display of beverage challenged b/c it’s not useful
· Old rule: imitation, deceptive, and amoral products not considered useful
· New rule: can still be useful if deceptive

DISCLOSURE / SPECIFICATION:
Incandescent Lamp (Sawyer/Man patent too broad in claiming all carbonized fibrous and textiles)
· S/M invented carbonized paper, but specification didn’t disclose or “enable” its use b/c it was so vague
· Patent void if description so vague that PHOSITA can’t tell how to use w/o independent experiments

NOVELTY
Rosaire v. National Lead (Q is whether prior art was reduced to practice)
· Method for searching for oil more efficiently
· Prior inventor had conceived of methods, but if not reduced to practice then Rosaire’s invention is novel

NON-OBVIOUSNESS
Hotchkiss v. Greenwood (pre-1952 judicial development)
· Not an invention absent ingenuity  contrast ordinary skill of mechanic w/ inventor

Graham v. John Deere (improvement in plow may not be non-obvious)
· Prior art not disclosed, not part of file wrapper  Deere arguing this can invalidate patent
· Presence of commercial success might be an indication it is non-obv improvement
· If not in file wrapper, advance of prior art not relevant to claim construction

In re Lee (examiner needs objective evidence to avoid problem of hindsight basis)
· Needs to point to documented evidence to reject b/c of obviousness – can’t rely on own understanding of tech

KSR v. Teleflex (adjustable pedal w/ electronic throttle is combination patent)
· The 2 aspects individually found in prior art – combined
· Obvious advances w/o innovation - predictable
· SCOTUS overrules TSM Test  examiner may consider background knowledge, inferential knowledge and interaction of prior art
· Criteria is whether “person of ordinary creativity” would create it
· Relaxes obviousness inquiry

	Claim Construction & Infringement

	CLAIM CONSTRUCTION: determine what scope/boundary lines are in order to determine infringement
· Similar rules (“canons”) of construction apply
· Determination by the judge, not jury
· “Markman Hearing”
· Usually at early state of litigation
· Can include expert testimony for technical terms
· Central issue in most patent cases
· How judge interprets at Markman Hearing often dispositive of entire suit
· Often result is patent isn’t as broad as patentee thought  then would go up on appeal on this 1 issue
· Standard of review for Ct App is De Novo  not bound by trial ct b/c it’s a Q of law
· Issue b/c evidence not presented a 2nd time at appeals level, so no opportunity to get a 2nd impression of how credible the expert is
· BUT, if defer to findings of fact by dist ct and use Clearly Erroneous standard, would bind Ct of App
· Very high reversal on claim construction  very inefficient
· Abstract often makes it easier to know where to look

Doctrine of Claim Differentiation  separate claims should not be interpreted as having same scope

General Principles of Claim Construction
1) Words of a claim are generally given their ordinary and customary meaning (intrinsic)
a. What the terms mean to PHOSITA at the time  patent is directed to a PHOSITA
b. Applicant is master of application and can use words in any way as long as they’re defined  unless specification clearly restricts scope, it will NOT be a restriction on the claims
2) Claims read in context of entire patent (intrinsic
a. Including specification and other claims
b. Prosecution history including estoppel
3) Other sources of meaning (extrinsic)
a. Relevant scientific principles
b. Evidence of technical terms, state of art
c. Extrinsic often via expert testimony, tech dictionaries, treatises  less preferred meaning compared to intrinsic

Steps in Claim Construction
1) Identify terms in claims having contested meaning
2) Interpret them in context of rest of patent
a. Examples (embodiments) in specification may be illustrative or restrictive (issue in Phillips)
i. Depending on use by inventor
b. Prosecution history
3) If uncertainty results, consult  treatise, technical definition as understood by PHOSITA

Continuing Patents
· Builds on previous application
· Allows you to add new claims but not new specification
1) Continuation patent application relates back to original patent application  earlier date cuts off prior art
2) Continuation-in-part application  adds new subject matter to existing application
a. New subject matter doesn’t get earlier filing date
b. Difference btw continuation and continuation in part = one relates back and the other doesn’t
3) Divisional application
a. Claims that pertain to different invention  often based on restriction by examiner
b. At point of restriction, applicant might divide patent into 2 through divisional application

Definiteness
· Specification: claims particularly pointing out and distinctly claiming subject matter 
· Purpose of definiteness is to ensure scope of claims is clear so public is informed of boundaries
· Secondary purpose is to determine whether claimed invention is patentable
· Claim must have reasonable certainty  particular meaning is required
· Must inform PHOSITA the scope of invention
· Read in light of specification and prosecution history

INFRINGEMENT
§271 Gives rise to exclusive rights of patent to:
· Make
· Use
· Sell/offer to sell
· Import 

Steps in Proving Infringement:
1) Interpret (construe) patent claims (i.e. claim construction)
a. Usually done via Markman Hearing
b. Q of law for judge
2) Compare claims w/ accused device/method
a. Does accused device “read on” the claim?
b. Q of fact for jury

Types of Infringement:
1) Literal infringement
a. Each and every element recited in a claim has identical correspondence in allegedly infringing device or process
2) Infringement by Equivalents
a. If an element of the accused device or process performs substantially the same function, in substantially the same way, to achieve substantially the same result
3) No infringement
a. If any element of the claim is missing (both literally and equivalently) in the accused device or process
b. Every step of claim has to be performed if a method patent
c. Every element has to be present if a product patent

Use of “comprising” vs. “consisting” when describing the elements:
· “Comprising” these elements = open claim so adding element doesn’t negate infringement
· “Consisting” these elements = adding an element will avoid infringement

Doctrine of Equivalents
· Minor variations won’t shelter piracy
· Triple Identity Test:
· Accused device that 1) performs substantially the same function in 2) substantially the same way, 3) to obtain substantially the same result
· Applying test:
· Would a PHOSITA know an ingredient of the claim was interchangeable w/ one in the accused device?
· Requires substantially similarity in all 3 respects
· File Wrapper Estoppel
· Doctrine of equivalents enlarges a patent claim  during prosecution of patent examiner might require restriction of a claim & if examiner required it to be narrowed, applicant is estopped from claiming infringement by equivalence

CONTRIBUTORY INFRINGEMENT
· Can’t have contributory infringement unless there is direct infringement by a 3rd party

INDUCEMENT 
· Whoever actively induces infringement of a patent shall be liable as an infringer
· Induct = to cause, urge, encourage, or aid
· Common situation  when a party supplies instructions on how to use/infringe a patented product
· Elements:
1. Knowing existence of the patent
a. Can be satisfied by willful blindness  deliberate actions to avoid learning of violations
i. More restrictive than CAFC “deliberate indifference” test
2. Intent that the patent be infringed
3. Actively inducing (aiding and abetting)
4. Direct infringement by a 3rd party

JOINT INFRINGEMENT
· Infringement by multiple acting together
· Single Entity Rule
· Contributory infringement §271(a) generally requires a single actor/entity to practice every element of the claim
· If one performs some and another performs some, it is joint  joint doesn’t count under contributory infringement §271(a)
· Divided Infringement
· Where various elements of a claim are performed by different parties  common w/ some method patents
· Congress passes §271(f) see Deepsouth Packing  Liable if supply substantial portion of components of patented device in a way to induce assembly outside US in a manner that would infringe in US
· Joint Infringement
· Where 1 party directs or controls other party
· CAFC holds single entity rule NOT required for §271(b) inducement  SCOTUS reversed in Limelight, holding it DOES APPLY

EXPERIMENTAL / RESEARCH EXCEPTION
· Most countries exempt experimental use
· Narrow US Rule  common law, not codified exception for pure academic purposes only
· Potential commercial use or business objectives (e.g., funding, status) defeats exception
· Most academic research organizations/universities not purely academic  they commercialize their patents
· Generic Drug Research Exception  Statutory via Drug Price Competition & Patent Term Extension Act of 1984 Hatch-Waxman
· Exclusive sale right extended for up to 5 years b/c it takes the FDA so long to approve drug
· Safe harbor for uses reasonably related to development and submission of information under fed drug regulatory law (i.e. FDA)
· Encourages generics to come on market right after patent expires
· If generic companies successfully challenge patent validity, get a period of exclusivity as generic for 6 months
· In order for generic to get FDA approval, must use the patented drug  exception allows them to use the patented drug for establishing bioequivalency for FDA

PATENT TROLLS
· Patent assertion entity / non-practicing entity:
· Derives value from damage awards rather than practicing the patent or out-licensing
· Most are purchased (e.g., in bulk at bankruptcy) rather than via own research
· Good investment in some industries where infringement is hard to predict or avoid (e.g., I.T.)
· Arguments against: stifles innovation and product development, naked wealth transfer
· Arguments for: creates liquidity in patents, bringing investment $ to research
· Obama on patent trolls  executive orders
· Patent owner transparency – need to know who owns the patent/behind litigation
· Tightening functional claims (mostly in software)
· PTO assistance for end users in troll litigation
· American Invents Act  makes it easier to challenge software patents at any time during life of patent
· Proposed reforms:
· Heightened pleading rules
· Reduced discovery
· Fee-shifting (losing party pays)
· End-user immunity (if mfg defends)
· FTC action against bad-faith demand letters (compulsory license for a huge fee to avoid litigation – like extortion)
· Expand PTO opposition proceedings

SUMMARY OF INFRINGEMENTS
· 271(a) Direct  strict liability (no knowledge required); single entity, all elements
· 271(b) Inducement  requires knowledge that conduct is infringing
· 271(c) Contributory  sale of component; no substantial non-infringing uses
· 271(d) Misuse provision  identified permissible patent owner actions
· 271(e) Experimental use exception / drug patent provisions
· 271(f) Sale of kit for assembly outside US
· 271(g) Import of product made outside US by patented method


	CLAIM CONSTRUCTION
Phillips v. AWH Corp (meaning of “extending inwardly from exterior steel walls” in vandalism-resistant walls containing bullet deflecting baffles)
· AWH arg putting baffles at 90 degree to walls aren’t infringing b/c patent only includes angled baffles
· DC and CAFC hold claim includes baffles other than 90 degrees – limits scope so no infringement
· On appeal, ct concludes that the drawing is just 1 embodiment rather than a restriction  so infringement would include baffles at 90 degrees

Teva Pharm. v. Sandoz (SCOTUS says standard of review for CAFC is “clearly erroneous” for parts the rely on extrinsic evidence, Q of fact)
· Figure out what parts of claim construction rely on extrinsic evidence vs intrinsic evidence  intrinsic still reviewed de novo
· Greater deference shown to dis cts and reversal rate will go down  reduces power of CAFC

DEFINITENESS
Nautilus v. Biosig (electrodes in “spaced relationship” is too indefinite in claim for heart rate monitor on exercise machine)
· CAFC says it’s enough if you can come up with some definition, but SCOTUS says has to be specific enough to tell a PHOSITA how to use
· Must have reasonable certainty  some meaning is insufficient

INFRINGEMENT
Larami v. Amron (Larami super soaker found not to infringed on Amron’s water gun b/c super soaker contained an external water reservoir)
· “chamber therein for liquid” does not equal “external water reservoir” which defeats literal infringement (maybe infringement w/o word “therein”)
· Use “comprising” so adding an extra element (separate air chamber) does not necessarily defeat infringement
· No infringement by equivalence b/c detachable tank and tank in barrel aren’t found to be substantially the same

CONTRIBUTORY INFRINGEMENT
CR Bard v. ACS (infringement on method patent for angioplasty treatment, but ACS has substantial non-infringing use so not liable)
· Not suing direct infringer b/c doctors are immune  only immune from remedy for infringement, still have a direct infringer
· Claim only includes insertion into artery, not aorta  if ACS can be used when inserted into aorta, then have a substantial non-infringing use

INDUCEMENT
Global-Tech v. SEB (Global-Tech had knowledge that induced acts to constitute infringement  knowledge satisfied by willful blindness)
· SEB patents deep fryer in US  sues Sunbeam for direct infringement (markets infringing fryers made by G-T in Hong Kong), then sues G-T for indirect infringement after settle w/ Sunbeam
· G-T took active steps to not know about the infringement  liable

JOINT & DIVIDED INFRINGEMENT
Akamai v. Limelight (CAFC holds single entity rule does not apply to inducement in infringing on computer delivery network patent; SCOTUS reverse)
· Limelight liable for inducement even if they perform some steps and induce customers to perform the rest
· SCOTUS reverses holding that single entity rule does apply to inducement (and direct infringement)

Deepsouth Packing v. Laitram (last step of assembly takes place outside of US and products not sold in US so no infringement)
· Divided infringement  components of patented shrimp deveining device mfg in US, but not assembled so you don’t have full product
· Export the parts and assembled outside of US  last step takes place outside US & sold outside of US
· SCOTUS says no direct infringement, so no contributory infringement
· Congressional override  passes §271(f) – Liable if supply a substantial portion of components of patented device in a way to induce assembly outside the US in a manner that would infringe in US

EXPERIMENTAL / RESEARCH EXCEPTION
Merk v. Integra (research exception extends to all activity reasonably related to developing info for submission to FDA)
· Rather than limiting research exception to only research that actually results in FDA submission, ct broadens reading of exception to allow for experimenting that could lead to approval
· Would extend to same drug/different use, analog drug, step to a different drug, and testing never submitted to FDA





	Copyright

	US Copyright Law – History
1) Copyright Act of 1909
a. Fed copyright protection attaches upon publication
i. No protection until publication
ii. Had to register w/ copyright office
b. Features renewal term after 28 years from publication, than another 28  if renewed, 1909 Act copyrights now extended to 95 yrs from publication
i. Having renewal obligation lead most to fall into public domain
c. Still relevant today b/c there are copyrighted works created under and governed by this act
2) Copyright Act of 1976 (current)  governs works fixed from Jan 1978
a. Any work of creative expression becomes copyrightable
b. Fixation of original work  fed copyright arises upon moment of fixation
c. Many more works protected than under old act
d. No formalities to register w/ office except if you want a claim for infringement (can register when you’re about to litigate)

Exclusive Rights
· Reproduction
· Derivative works
· Distribution
· Performance and display

Subject Matter - §102  In General
· Original works of authorship
· Original doesn’t mean novel, just has to original with “this” author
· Can have 2 of the same things as long as they originated from separate authors
· Fixed in any tangible medium of expression
· Fixation requirement  something has to be physical and tangible where work can be perceived
· Specific categories have specific copyright attributes: literary works, dramatic works, pantomimes and choreographic works, pictorial/graphic/sculptural works, motion pictures and other audiovisual works, sound recordings, architectural works
· Copyright can’t be extended to idea, procedure, process, system, method, etc.  this is what patents are for
· §103 creates copyright in compilations

ORIGINAL WORKS OF AUTHORSHIP
· Independent creation
· Threshold of creativity (e.g., phonebook is not creative)
· Courts won’t judge artistic merit – if original, copyright will be upheld

FIXATION
· Merger of an original work of authorship and a tangible object  creation of the first copy = fixation
· Dividing line btw common law and fed statutory protection under 1976 Act
· Might be common law copyright for unfixed works like a dance
· Fixation replaced publication as defining event

FORMALITIES
· Still a requirement in US Copyright law that you are bound to submit a copy to the library of congress and copyright office
· Formalities typically prohibited by Berne Convention and WTO TRIPS Agreement
· US joins Berne in 1989
· Notice, publication, and registration requirements eliminated
· Failure to comply with deposit requirement not grounds for invalidity

COPYRIGHT SUBJECT MATTER
· Idea / expression dichotomy  protects expression but not idea
· A lot of what is excluded is protected by patent
Merger Doctrine
· Applies where there are a limited number of forms of expression for an idea  avoids creating a monopoly of an idea
· Embodied in Morrissey
Scenes-a-faire Doctrine
· Stock characters belong to public domain
Initial Ownership
· Vests in author  fixation doesn’t say who owns it; copyright belongs to author
· EXCEPTION: Work for Hire Doctrine
· 1) Expression deemed to originate in employer when something is created by employee w/in scope of employment OR
· Factors to consider: control, on payroll, paying employment taxes or benefits, who supplies tools/workspace, time period, type of trade
· 2) Also includes commissioned work limited to specific categories & must be in writing
· Categories of commissioned work  motion picture, audiovisual work, translation, supplementary work, compilation, instructional text, test, answer material for a test, atlas
· Is work by employee w/in scope of employment? 4 views:
1) When hiring party retains right to control product
2) Hiring party has control w/ respect to creation
3) Employee has common law agency meaning (SCOTUS thinks w/in scope of employment means this)
4) Employee only refers to formal, salaried employees
Government Works
· Generally not copyrightable, but US Gov can hold copyrights/assigned to them
· Works commissioned by govt more complicated
· Need to have a work freely available outweighs need of private author to secure a copyright; usually dealt w/ through legislation
Orphan Works
· Don’t know who the copyright owner is so you are unable to clear use; Congress may create a library of orphan works

DURATION & RENEWAL
(see chart on p.527)
· In general: 
· Published before 1923  in public domain
· 1923 – 1963  in public domain unless renewed w/ proper notice then 95 yrs after publication
· 1964 – 1977  in public domain, unless published w/ proper notice, then 95 yrs (automatically renewed)
· 1978 – 2002  life of author + 70 yrs (if anonymous or works for hire then 95 yrs from publication or 120 yrs from creation0
· After 2002  life of author + 70 yrs (or 95/120 if anonymous or work for hire)
· Renewal term  advantage is it forced it in the public domain if not renewed

EXHAUSTION – 1ST SALE
· Copyrights exhausted when sold outside of US
· First Sale = copyright holder can’t restrict subsequent resale or distribution by a purchaser of a lawful copy  purchaser may resell
· Issue: whether copyright holder is the exclusive importer
· First Sale describes copy being made “lawfully made under this title”  2 meanings:
· Geographic: code for lawfully made in US
· Non-geo: made w/ authority of US copyright holder which would preserve ability to disprove pirated copies, but wouldn’t matter where 1st sale took place

	ORIGINAL WORKS OF AUTHORSHIP
Feist (phonebook information not copyrightable  can’t copyright a fact)
· Argue that phonebook is a compilation under §103  was not original – typical alphabetical order
· Compilation would be very thin protection only extending to the originality of compilation itself, not the facts

SUBJECT MATTER
Baker v. Selden (accounting template book not copyrightable subject matter)
· May have been able to get a copyright on a book that explained how to use it, but not the template itself
· The “thing” is not subject to copyright, but how the “thing” is described is

Morrissey v. P&G (sweepstakes rules are not copyrightable subject matter b/c of limited way of expressing – Merger Doctrine)
· Even though there is more than 1 way to express (somewhat creative), very limited  so few ways to express that it would exhaust possibilities of future use
· Can’t wait to say it’s not copyrightable until the last possible way so there are multiple ways to express left

CCNV v. Reid (circumstances weigh against employee/employer relationship for sculptor/commissioner)
· Even though idea started w/ CCNV, telling the artist what to depict doesn’t mean artist didn’t use creative expression and originality
· Possibility that CCNV and Reid are joint authors  if work made w/ intention that contributions be merged into inseparable parts of a whole
· No writing  doesn’t fit w/ work for hire commissioned work

1st SALE
Kirtsaeng (SCOTUS holds that 1st sale provision not geographically circumscribed)
· Kirtsaeng was a grad student and had relatives send him books from Thailand to resell
· Majority holds that there is no geographic restriction on 1st sale doctrine, so Kirsaeng allowed to resell
· Ginsberg dissent sees clear US policy that would not favor international exhaustion; majority disregards congress giving copyright holders the ability to block importation into US on goods they’ve allowed to be sold elsewhere

	Infringement

	2-STEP INFRINGEMENT ANALYSIS
1) Copying: Did alleged infringer access copyrighted source material?
a. Lack of access should preclude infringement liability  copyright open to accidental identical expression
2) Improper Appropriation: Did the use of source material constitute wrongful appropriation?

Substantial Similarity
· Has a role in both steps of infringement analysis
· Q is whether the work alleged to be infringing is substantially similar to the copyrighted work?
· Demonstrates access to copyrighted material
· Engage in this when we don’t have literal copying  no need to w/ literal copying
· Use of substantial similarity to establish wrongful appropriation (jury Q)
· The ordinary observer  assessing substantial similarity
· Whether an ordinary observer would be disposed to overlook disparities and regard their aesthetic appeal the same
· Other cases have narrowed this to the lens of the target audience 

IMPROPER APPROPRIATION
· Copyright in a literary work not limited to literal text
· Lowest level  actual text (most protection)
· Middle level  plot, character
· 2nd to highest  general theme
· Highest  something simple, like the title (least protection)
· The farther up you go, the more likely it will be unprotected idea rather than protected expression
· Dissection  determining line btw idea and expression at a given level
· Objective vs Subjective Test
· Objective test looks at objective creativity (e.g., theme, dialogue, setting)  then look through subjective perspective to determine whether s work improperly appropriates s protected expression (some courts include unprotectable elements when comparing, others leave out)
· Sliding Scale & Virtual Identity Test:
· The less protectable the copyrighted subject matter, the more similarity is required to find improper appropriation
· Many courts require “virtual identity” when dealing with “thin” copyrighted works
· De Minimis Doctrine
· When copying of protected material is so trivial it falls below quantitative threshold of substantial similarity  give attention to qualitative considerations (e.g., result is that copying a single note in a song could be infringement)

INDIRECT LIABILITY
· Contributory Liability   sued by copyright holder is not the one who actually did the infringing
· One who: 1) with knowledge; 2) causes or materially contributes, may be held liable as a contributory infringer
· No statutory basis, but well established
·  might prefer indirect infringer b/c deeper pockets
· Direct infringement MUST be shown 
· Defense could still be fair use
· Vicarious Liability  profiteering: right and ability to supervise + financial interest

DEFENSES
Staple Article Defense:
· When article accused is capable of substantial non-infringing use
· Defense used in indirect liability (Sony Betamax)
Fair Use:
· Factors §107:
a. Purpose and character of the use 
i. Including whether use is of commercial or nonprofit nature
ii. Transformative? 
1. Assesses value generated by secondary use  more likely to be FU if adds something w/ further purpose to promote science/art
2. Does infringing work add something new, with a further purpose or different character? (very important in parody)
b. Nature of copyrighted work
i. Factual (thin) – Expressive (thick)
c. Amount and substantiality of the portion used in relation to the copyrighted work as a whole
d. Effect of the use upon the potential market for or value of copyrighted work
i. Includes effect on market for derivative works
ii. Narrowing FU might create incentives for markets that did not exist (i.e. licensing articles online)
· Illustrative purposes:
· Criticism, comment, news reporting, teaching, scholarship, or research
· Policy underlying fair use:
· Implied consent for reasonable uses by 3rd parties
· Customary uses (e.g., borrowing work to critique or comment on it)
· Effect of 1st amendment  coexistence btw the 2
· Remedy for market failure  if not possible to obtain authorization of right holder, courts often say it’s fair use
· In flux b/c what might not be possible at one time might be possible in future
· Fair use less readily available w/ respect to unpublished works
· Parody  transformative use test central to analysis
· Parody = referential work playing on the audience’s familiarity of original work, critiquing or commenting on previous work
· Might be allowed to use more of the original work in a parody  audience needs to know what it’s referencing
· Court looks at whether parodic character is reasonably perceived (not on good/bad taste)
· Public interest
Other Defenses:
· Independent creation
· Consent
· Copyright misuse

	IMPROPER APPROPRIATION
Nichols v. Universal (copyright does not protect the ‘outline’ of her play)
· Q is whether the part copies is so substantial and not just an idea  line between expression and what is expressed
· The less develop the characters, the less they can be copyrightable
· The common aspect was the overarching theme (fight btw jewish and irish father, marriage of their children, etc.)  can’t monopolize a theme

INDIRECT LIABILITY
Sony v. Universal (Sony not indirectly liable for customers recording on the Betamax)
· DC found Sony had no direct involvement and didn’t encourage infringement  vicarious liability rests on knowing their customers use it that way
· Staple Article Exception  capable of substantial non-infringing use

FAIR USE
Sony v. Universal follow up (time shifting is fair use)
· Characterized as noncommercial/nonprofit, no effect on market value, no future or present harm  harm is only speculative
· Sony demonstrated that substantial numbers of copyright holders wouldn’t object to having their shows time-shifted
Harper & Rowe (article published before Fords biography not fair use)
· Rejected issue that there was a newsworthy category  exploited the headline value
· Actual effect on value of copyrighted work b/c Time canceled their article
· Goes against fair use’s presumption of good faith and fair dealing
· Nation took a substantial portion of the copyrighted work
· 1st amendment arg  copyright laws not a restriction on speech, just expression – if fair use then no incentive to create/profit off memoirs and public would be denied this info
AGU v. Texaco (photocopying science articles to file them not fair use)
· Characterized as “archival”  provide own copy w/o purchasing, goes against FU
· Not “transformative” – just copying
· Effect on potential licensing revenues
Campbell v. Acuff-Ross (introduces new character of FU – parody  remanded to take parody into consideration)
· Parody might justify greater borrowing
· Parody does have a transformative value  social benefit, shed light on earlier work
· Likely to serve different markets and not act as a substitute

	Digital Copyright

	Anticircumvention Measures:
· DMCA (Digital Millennium Copyright Act)  technological protection measures
· Seeks to make enforcement of exclusive rights more effective in the new tech environment
· DRM = Digital Rights Management  permit access but control copying
· Copyright owner takes measures to protect rights of the copy through piece of code embedded in the product (like an itunes movie)
· Evading these is a new offense
· Measures that control access (e.g., password protection)
· DMCA also prohibits falsifying or removing copyright management information

SAFE HARBOR FOR OSPs
· Protects against liability for copyright infringement by reason of storage at direction of the user (copying by either uploading or downloading)
4 Safe Harbors in §512 statute:
1) Transmitting and routing material
2) Caching – storing on system
3) Longer term storage
4) Linking 
Safe Harbor depends on:
1) Absence of knowledge
a. No actual knowledge that material is infringement (subjective)
b. Not the responsibility of the OSP to identify the infringing material
c. No willful blindness
d. Red Flag Test:
i. OSP that stores material on behalf of users loses immunity if it fails to remove or block on system when:
1. It has actual knowledge that the info is infringing OR
2. Is aware of facts or circumstances from which infringing activity is apparent
ii. Both a subject and objective test
1. Subjective awareness to determine whether they were aware, but determining what constitutes a red flag use objective (what would appear to be infringing to a reasonable person)
2) No financial benefit from infringing material
3) Carrying out take-downs
OSPs must also:
1) Maintain termination policies for abusers
2) Adopt measures to identify users
3) Designate agent for take-down notices
a. Take-down notice requirements:
i. Has to be in writing
ii. Hast o go to a designated agent of the service provider
iii. Signature from the owner of the right that recognizes it’s infringement
iv. Identification of copyrighted work claimed to have been infringed
v. Identification of the material that’s claiming to be infringing
vi. Information reasonably sufficient to let service provider locate the material
vii. Contact person info
viii. Good faith belief that use of material is not authorized by copyright holder

	SAFE HARBOR
Viacom v. YouTube (willful blindness may constitute knowledge or awareness of users infringing on Viacom’s videos)
· Red Flag is objective whereas actual knowledge is subjective
· Summary judgment premature b/c evidence suggests YouTube was aware of infringement since 80% of videos on YT were infringing
· Whether or not YT made a deliberate effort to avoid guilty knowledge (willful blindness) is Q on remand
· Right and ability to control requires more than just the ability to block or remove  answer upon remand

MGM v. Grokster (tech designed to get around napster is active inducement to infringe)
· There’s no substantial non-infringing use  a ton of active inducement (e.g., ads that say go there for unauthorized material)

Perfect 10 v. Giganews (Safe Harbor, but have to have repeat infringer policy and take-down notice)
· Perfect 10 does adult content
· Needs more adequate take-down notices  have to let copyright holder find the info and include message id info
· Q of whether repeat infringer policy is implemented and reasonable

Capitol Records v. Vimeo (issue of at what point should the OSP be aware of facts and circumstances)
· Red-flag knowledge re 15 videos  is infringing nature obvious when viewed? Q for jury
· Motion for interlocutory appeal to 2d circ.  issue is one of 1st impression – is DMCA safe-harbor applicable to pre-1972 sound recordings?

Capitol Records v. MP3 Tunes (jury finds primary, secondary, and tertiary liability in music copyright infringement)
· Vicarious successfully asserted b/c CEO had power to shut it down but didn’t and profited
· Contributory found b/c users invited to upload infringing files
· Tertiary  can CEO be secondarily liable for secondary liability of company? This court says yes, but jdx split



	Software

	What is software
1) Computer code = instructions that are processed by computer
2) Code languages
a. Source code  programming language
i. High level of code often readable by humans  closes thing to expression, copyrightable
b. Assembly language  intermediate step
i. Alphanumeric labels convertible to binary
c. Object code  binary by convention
i. Only readable by computer
ii. Hard to see expression
iii. Can be disassembled/decompiled to get source code
iv. Infringes if designed to emulate instructions, but not infringement if designed to uncover ideas in source code
v. Performing coded functions doesn’t violate copyright (would violate patent), but to the extent that it’s functional it’s not copyrightable
vi. Protected by patent but not copyright
d. Machine code
i. Parts of object code executed by specific components, also binary
ii. Directed to certain parts of computer
[bookmark: _GoBack]

	Copyright – Software

	6 Levels of Generally Declining Abstraction
1) Main purpose of the computer program
2) Structure or architecture of program – generally represented in flowchart
3) Modules that comprise particular operations or types of stored data
4) Individual algorithms or data structures employed in each module
5) Source code instruction how computer carries out operation on each data structure
6) Object code 

6 Unprotectable Elements
1) Ideas
2) Processes or methods of the program
3) Facts
4) Material in public domain
5) Expression that’s “merged” w/ an idea or process
6) Expression that is so standard or common as to be a “necessary incident” to an idea or process

Lotus v. Borland (menu command hierarchy on computer spreadsheet not protectable expression)
· Method of operations are ineligible for protection
· Borland copied none of Lotus’ code, but just copied the commands to use the menu
· Also concern about public being familiar with Borland’s commands – want public to be able to switch if they want to

Infringement of Non-Literal Elements
Abstraction-filtration-comparison Test vs. Whelan Test
· Whelan Test  separate out purpose or function (idea) from everything not necessary to function (expression)
· A-F-C Test  look at every level and see what’s expression vs. what’s idea
a. Abstractions:
i. Isolate each level of abstraction  moving from code and ending with ultimate function
b. Filtration:
i. Separate protectable expression from non-protectable material (ideas)
ii. Uses merger doctrine elements dictated by external factors, public domain elements
c. Comparison:
i. What remains is protected expression
CAI v. Altai (establishes the abstraction-filtration-comparison test of substantial similarity for infringement of non-literal elements of software)
· Test: look at every level and see what’s expression vs what’s idea (rejects Whelan)
· No identical object code, few parameters similar
· Judge uses de minimis doctrine to say you can’t have infringement case for such a low level of similarity
· Similarities were either in public domain or elements driven by functionality

Fair Use of Software
· Intermediate copying of object code
· 4 factors are applied to software
Sega v. Accolade (Accolade’s use of Sega compatibility code is fair use)
· Accolade made games that could run on Sega  reverse engineered to achieve compatibility
· Decompiling does involve copying
· Accolade didn’t actually copy a game, consider public benefit of intermediate copying – no other way to access those ideas
· Accolade not usurping market, just competing but people buy more than 1 game

	Patent - Software

	Must meet all patent requirements:
· Possible issue w/ Subject Matter:
· May be excluded under laws of nature, natural phenomena, or abstract idea  e.g., mathematical operations
· W/ software, often advantage is to have steps that a human could perform but computer performs faster

Software Embodiments:
· Integrated into operation-specific chip
· Stand-alone code (for general purpose computer)  in machine-readable medium (e.g., CD, Flash)

Gottschalk v. Benson (method for converting decimal into binary is not patentable)
· Invention could be performed through any machinery or w/o any apparatus
· Formula had no substantial practical application except in connection w/ a digital computer  needs some utility outside of computer
· Result of granting a patent would be to improperly issue a patent for an idea

Diamond v. Diehr (devices using computer programs are patentable)
· The fact that a piece of hardware contains software doesn’t render the hardware unpatentable  unpatentable element doesn’t affect patentable parts

USPTO Examination Guidelines for Computer-Related Inventions - 1996
· Software apart from devices would be ok if embodied on machine-readable medium & useful
· Departure to software not patentable idea in Diamond
· Patenting software becomes a new industry

Business Method Patent
· Business method = plan or system for conducting business or improvement thereof
· A process embodied in software if computer-implemented
· After State Street  huge patent rush in BMP apps
· Controversy  stifle competition and BMPs are low quality and don’t really advance knowledge
· First Inventor Defense Act 1999: BMP unenforceable against prior user >1 yr
· BMP Improvement Act 2000 (not enacted): tough examination + opposition proceedings 
· Machine-or-Transformation Test  Software and BMPs only patentable if:
a. Implemented on a machine OR
b. Transforms some tangible object outside of computer
· After Bilski, M-or-T test becomes a major factor but not conclusive
· CAFC conflicted on M-or-T test (some cases use, others don’t)
· SCOTUS continues to limit software patents and lower cts believe BMPs in jeopardy
· Alice opinion majority approach:
· 1) Is claim directed to an ineligible concept?
· 2) If so, are there additional elements in claim that apply (transform) those concepts?
· Must be patentable even if a computer is not recited
· BMPs under AIA
· Tax strategy patents  unpatentable, does not include tax prep software
· Transitional Post-Grant Review for BMPs
· Expanded PGR for existing BMPs  PGR otherwise applies only to apps filed after 2013
· Business methods and computer programs not patentable in EU

State Street Bank v. Signature Financial (data processing system for financial services is patentable)
· Computer processing of data relating to mutual funds to maximize efficiency and tax advantages
· Requires a computer but not one dedicated to this software
· Constitutes a practical application of a math algorithm  patentable if produces a useful, concrete, and tangible result
In re Bilski (limiting State Street holding for BMPs to machine-or-transformation test)
· BMP for calculating buy and sell pricing used by middlemen
· Initially rejected by examiner b/c just an abstract idea w/o technical implementation
· Software and BMPs only patentable if 
· 1) Implemented on a specific apparatus (machine) or 
· 2) Transforms some tangible object (outside of computer)
Bilski v. Kappos (rejects machine-or-transformation test as sole test for process patents)
· Test too rigid, just a clue and can be used positively  information age requires a more flexible test
· Process definition includes methods  BMPS not categorically excluded, but sets a high bar
· BMPs still patentable but must be an invention  Bilski’s is just an abstract idea (concept of hedging bets using a formula applied to energy mkt)
Alice Corp. v. CLS Bank (just implementing a math principle on a computer is not patentable)
· Computer program is an escrow system  abstract idea of intermediated settlement
· Thomas’ majority approach:
· Is the claim directed to an ineligible concept? Here, just a fundamental economic concept
· If so, are there additional elements in claim that apply (transform) those concepts? Here, reliance on generic computer implementation




	Trademark

	Sources of TM Protection
· State TM Protection
· Actions based on fraud, unfair competition
· Reaches interstate commerce
· Federal TM Protection  Lanham Act 1946
· Based on commerce clause, not IP clause in constitution
· Congress’ power over commerce limited to interstate commerce  commerce wholly w/in a single state would be state law issue
· Registered TM infringement made actionable by §32
· Non-registered “common law” TM protected by §43

TM SUBJECT MATTER
1) Includes any word, name, symbol, or device
a. Which are capable of use in commerce
i. In commerce = actually be sold to public
1. Now can file an intent to use; previously had to already be sold
b. Which identify and distinguish goods from those of others
2) Includes ‘trade dress’
a. Product’s physical appearance, including shape, design, color, packaging, etc.
b. Usually protected under §43(a)

DISTINCTIVENESS
· Inherently distinctive = Arbitrary, fanciful and suggestive marks
· Arbitrary  strongest; like making up a word that doesn’t mean anything to anyone (e.g., Kodak)
· Fanciful  meaning behind symbol, but no inherence connection btw product and symbol (e.g., Apple)
· Descriptive, geographic and personal name marks = can be distinctive, but REQUIRE SECONDARY MEANING
· E.g., McDonalds (personal name), KFC (geographic)
· Secondary meaning = public association w/ single source notwithstanding a mark’s inherent lack of distinctiveness 
· High degree of proof to establish secondary meaning for descriptive term
· Generic marks = ineligible for TM protection
· “Born generic” vs. expropriation by public  name may become generic if public associates name w/ any product similar (e.g., Xerox)

Secondary Meaning Required:
1) Descriptive marks
2) Personal names
3) Geographic names

FUNCTIONALITY
· Person asserting trade dress protection has burden of proving that it’s NOT FUNCTIONAL
· Functionality applies to limit protection even when distinctiveness is established (through secondary meaning)
· Effect of asserted acquisition of secondary meaning during term of patent
· After TrafFix:
· Functional feature is one that would put competitors at a significant non-reputation-related disadvantage if had exclusivity (Qualitex 1995)
· Feature also functional when it is essential to use or purpose of device or when it affects cost or quality (Inwood 1982 – still good law)
· Court assumed trade dress features were not functional (Two Pesos 1992)

PRIORITY
· Generally first to use, not first to register
· 1989 amendment provides for ‘intent to use’ registration
· In TM, often situation where 2 holders in identical marks/giving rise to infringement but there’s a territorial dimension
· No priority issue when 2 users don’t share same territory
· Problems arise when 1 wants to use mark locally but other wants to use it nationally

GEOGRAPHIC LIMITATION
· Registered TMs confer nationwide protection even if only doing business locally
· Unregistered limited to areas where goods are sold or advertised
· Can still claim federal registration, but would have to co-exist w/ prior user
· Area of reputation may be larger than area sold
· Exclusivity may extend to broader territory to be reached in natural expansion of business
· Bad faith use may be prevented w/o regard to geographic limits

INCONTESTABILITY
· Available to holders of registered TMs after 5 years of continuous use
· Only canceled on statutory grounds

LIKELIHOOD OF CONFUSION
8 Main Factors:
1) Strength of mark
2) Proximity of goods
3) Similarity of marks
4) Evidence of actual confusion
5) Marketing channels used
6) Type of goods and degree of care likely to be exercised by purchaser
7) s intent in selecting the mark
8) Likelihood of expansion of product lines
Types of confusion:
1) Source / sponsorship
2) Initial interest confusion  actionable even if consumer is no longer confused at end
3) Post-sale confusion
4) Reverse confusion

DILUTION
· Specific theory of TM liability  harm to TM holder even in absence of confusion
· E.g., Kodak bike shop  harm to Kodak camera/film company
· Has to be a famous mark
· Elements of Dilution:
1)  owns a famous mark that is distinctive
2)  has used a mark that is allegedly diluting famous mark
3) Similarity btw s mark and famous mark gives rise to an association btw the marks
4) Association is likely to impair distinctiveness of famous mark OR likely to harm reputation of the famous mark
· 6 Factors to Determine Dilution by Blurring:
1) Degree of similarity btw mark and famous mark
2) Degree of inherent or acquired distinctiveness of the famous mark
3) Extent to which owner of famous mark is engaging in substantially exclusive use
4) Degree of recognition of famous mark
5) Whether user of mark intended to create an association w/ famous mark
6) Any actual association btw mark and famous mark

PTO PROCEDURES:
1) Registration on principle register  provides nationwide coverage
2) Supplemental register  for only international purposes
a. Would trigger treaty rights
3) Opposition  filed w/in 30 days of publication
4) Interference  examiner looks at 2 marks to determine if they interfere
5) Cancellation  removes mark from principle register
a. Available as a remedy
b. Doesn’t necessarily affect common law rights
c. Different than invalidity

ANTI-CYBERSQUATTING
· Anticybersquatting Consumer Protection Act created a remedy for TM holders to get relief from those who wrongfully register domain names
· Domain names controlled by ICANN
· Legitimate interest of registrant
· Bad faith / good faith – unlocks safe harbor
· Uniform dispute resolution procedure  like arbitration

ABANDONMENT
· Cessation of use  presumed after 3 yrs of consecutive non-use
· Abandonment through inadequate supervision of licensees  need to supervise licensees re quality; otherwise viewed as fraud on consumer
· What matters is whether control is exercised, doesn’t need to be expressly provided for in license
· Random visits doesn’t satisfy obligation
· Famous case = Dawn Donut (let licensees mix other mfgs of donut mix in and sell under Dawn Donut name)
· Prohibits ‘naked licensing’ and ‘assignments in gross’  naked assignment = selling TM w/o business attached

	SUBJECT MATTER
Qualitex v. Jacobsen (color TM’able in certain category; can distinguish source but requires secondary meaning)
· TM the green-gold color of press pads for dry cleaners
· Color can distinguish source, but requires a secondary meaning  limited by functionality doctrine and ‘competitive need’
· Objects to TM  ‘shade confusion’, colors are limited in supply, protection of distinct color available as trade dress
Zatarain’s (court finds secondary meaning of Fish-Fri but not in Chick-Fri)
· Fish-fri is descriptive and secondary meaning in New Orleans area is sufficient, but Chick-Fri has no established secondary meaning
· TM is subject to fair use by others to describe characteristics of goods  competitors can use “fish fry” to describe products

DISTINCTIVENESS
Murphy Bed (mark expropriated by public – now generic; burden shifts to )
· Burden of proof of TM validity usually is on  to establish that it’s not generic, but when mark is asserted to be expropriated burden shifts to 
In re Nantucket (registration can’t be refused on ground that mark is primarily geographically deceptively misdescriptive)
· Public has no particular expectation as to geographic area and not likely to be deceived, so registration can’t be refused on those grounds
Park ‘N Fly (incontestable marks may only be canceled for statutory grounds)
· Park N Fly got registered TM but another Park N Fly arguing the TM shouldn’t have been issued b/c it’s merely descriptive
· TM became incontestable, so can only be canceled on statutory grounds

FUNCTIONALITY
TrafFix Devices v. MDI (existence of expired patent strong evidence of feature’s functionality)
· TrafFix design for sign posts would have infringed on MDI’s patent under doctrine of equivalence, but MDI’s patent is expired

PRIORITY
Zazu Designs v. L’Oreal (ZHD’s use of mark in commerce did not satisfy requirement)
· Zazu holds mark for hair salon in Illinois (service mark) and sues L’Oreal for infringing b/c use mark on hair color
· ZHD barely using mark in commerce and court decides their minor use doesn’t satisfy requirement  ZHD didn’t have rights prior in time
· Had ZHD filed an intent to use, L’Oreal would’ve been on notice and chose another name

CONFUSION
AMF v. Sleekcraft (8 factors need to be applied in whether Slickcraft and Sleekcraft are confusing to consumer)
· If consumer views them as 2 product spaces, less likely to be confused
· More likely to confuse if refer to goods in same category  here, not exactly the same (power boat vs family friendly)

DILUTION
Louis Vuitton v. Haute Diggity Dog (no dilution by blurring or tarnishment in dog toys that had LV-like patterns)
· Only a parody and b/c LV mark so strong, not likely it will impair distinctiveness   makes it clear it is not the LV mark

ANTI-CYBERSQUATTING
PETA v. Doughney (bad faith, clear cybersquatting)
· Clearly cybersquatting b/c evidence shows  offered to sell it to them for a lot of $



	Design

	Copyright – Design

	Useful Article Doctrine
· Applies to pictorial, graphic, and sculptural (PGS) works (i.e. doctrine doesn’t apply to software)
· PGS works are protected but useful articles are not
· Is form determined by functional considerations?
· Locking up function is governed by patent
· You can copyright the ornamental element, but not the useful element

Brandir (bike rack not copyrightable b/d function is too close to design)
· Physical separability vs conceptual separability  need to separate function from design in order to copyright the design
· Here, the design was clearly influenced by function

	Trade Dress

	Trade dress = actual product appearance
· Typically the public would have to associate the product that looks like that to the source
· Distinctiveness:
· No requirement of secondary meaning when trademark is inherently distinctive (arbitrary, fanciful, suggestive)
· Design like a color isn’t inherently distinctive  requires secondary meaning
· Product design trade dress serves purposes other than source identification

Two Pesos v. Taco Cabana (no requirement of secondary meaning for inherently distinctive trademarks)
· Holding is limited to product packaging
· Lower courts find Taco Cabana trade dress distinctive and not functional
Walmart v. Samara (design is not inherently distinctive so requires a secondary meaning)
· Design of dresses examines the design not product packing  needs secondary meaning which isn’t found so not trademarkable
· Product design trade dress serves purposes other than source identification
· Limits Two Pesos to product packaging
Louboutin v. YSL (trademark protection for shoes w/ contrasting color means YSL all red shoe doesn’t infringe)
· Judge narrowed L’s trademark to only cover red sole w/ contrasting color on top
· Initially granted a TM b/c L was able to show it has acquired a secondary meaning

	Patent – Design

	Statutory Authorization
· Can’t be functional to qualify as a design
· Non-obviousness takes on a different meaning re design patents
· 14 years and measured from day it’s granted

PTO Guidelines for Design Patents
· Visual ornamental characteristics count  applied to article of mfg
· Can relate to configuration or shape or surface ornamentation
· Drawings are necessary to include in design patent application
· Can’t get a design patent on something that’s not an article of mfg (clothing, here, is not utilitarian)
· Industrial design more important factor in consumers choice
· Prior art in design patents consists of a single reference  can have secondary references, but can’t combine like you can for utility
· Ask the DHOSITA (designer having ordinary skill in the art) whether prior art is suggestive of applicant’s design

Apple v. Samsung (design patent not invalid for obviousness, there is infringement but apple not entitled to injunction)
· Design patent for the black glass face that covers the entire iphone/ipad, no change in depth btw the screen and border area
· Prior art by Samsung is very different  DHOSITA wouldn’t think Fidler design was suggestive of apple design



	Remedies

	Copyright - Remedies

	Injunction
· Injunctions dominant in copyright remedy  interested in taking the infringing products off the market
· Courts do take assertions of FU into account when calculating remedy  don’t want actors who think they have FU to be deterred
· Federal courts apply the 4 factor analysis in copyright rather than just using the presumption of an injunction (Ebay v. MercExchange)
Damages
· Actual damages and lost profits
· Actual damages measured by harm to   infringement took away X# of sales
· Sheldon v. Metro-Goldwyn shows how net profits can be apportioned
· Avoidance of punitive award or unauthorized penalty
· Copyright holder fully compensated
·  must show basis for apportionment
· Statutory damages
· Provides copyright holder to plea for actual damages and lost profits
· Might be a ton of $ per infringement  e.g., every download is a separate infringement
· Punitive damages not available in copyright

	Trademark – Remedies

	Injunctions (Lanham Act §34a)
· Available as a matter of course (different than copyright)
· Includes corrective advertising and/or disclaimers
Damages (Lanham Act §35a)
· Profits, damages, and costs
· Lindy Pen v. Bic ( bears burden of proving damages)
· Accounting for profits  follows as a matter of course, but not automatic
· Award of profits would effect punishment  inappropriate here b/c Bic was an innocent infringer
· What is the public interest in awarding damages?
· Some sense damages are inadequate b/c it’s the public who is harmed in trademark infringement – public is deceived
· Damages would let the consumer go unremedied

	Patent - Remedies

	Damages
· Retroactive relief to compensate for past harms  put patentee in as good a position had there been no infringement
· “legal” remedy
· Lost profits  profits lost by patentee
· When actual damages can’t be proven  Reasonable royalty is the “floor” for damages
· Like a negotiation that never actually occurred
· Problems of over and under compensating
· Juries have difficutly applying the 15 factor test  judges closely supervise evidence given to jury
Setting a reasonable royalty  Georgia-Pacific 15 factor test
1) Royalties received for licensing
2) Rates paid by licensee for use of other comparable patents
3) Nature and scope of license
4) Licensor’s established policy and marketing program to maintain monopoly
5) Commercial relationship btw licensor and licensee
6) Effect of selling patented product in promoting other sales by licensee
7) Duration of patent and term of license
8) Established profitability
9) Utility and advantages of patent over old modes
10) Nature of patented invention
11) Extent to which infringer has made use of invention
12) Portion of profit or price customary in industry to give as royalty
13) Portion of realizable profit that should be credited to invention
14) Opinion testimony of qualified experts
15) Amount a licensor and licensee would have agreed upon

Injunction
· Prospective relief to prevent ongoing or future harms
· “equitable” remedy  equitable considerations, courts discretion, usually only granted when there’s no remedy at law
· Types of injunctions: Temporary Restraining Order (TRO), Preliminary (pending trial), Permanent
· Test for Permanent Injunction
1) Irreparable injury
2) Legal remedies ($) are inadequate
3) Balance of hardships btw  and 
4) Consideration of public interest
· Lack of injunction is almost like a compulsory license  infringer can continue to infringe as long as it pays reasonable royalty or other damages

Ebay v. MercExchange (SCOTUS holds that the 4 factors need to be analyzed for permanent injunction – injunction not presumed)
· Ebay stole Merc’s patented tech for an online auction
· CAFC applies general rule that courts will issue permanent injunctions against infringement absent exceptional circumstances b/c patents are personal property and exclusive right implies preference for injunctive relief
· SCOTUS reverses and applies traditional test for permanent injunction and finds injunction not warranted
· $ was clearly adequate remedy b/c they tried to license it
· Huge hardship to ebay b/c would collapse whole business
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