Innovation law Overview
A. Law protecting novel ideas
1. IP (patent, copyright, etc.)
2. Confidential information (trade secrets)
B. law promoting innovative environments
1. employment law
2. competition law
3. licensing and trade law
4. contract / grant funding (gov’t/private)
C. laws protecting the public
1. regulation/compliance (ex. FDA)
II. Is IP actually “property”?
A. tangible vs. intangible property
1. intangible (and idea) in inexhaustible
2. Because intangible property is non-rivalrous, it is easy to misappropriate
B. Why protect intangible property rights?
1. promote creativity/innovation (though overprotection deters innovation)
III. Basis for IP in US law
A. USC Art I, Sect. 8
1. protects respective rights to authors and inventors
IV. Forms of IP
A. Copyright
B. Patents
1. types:
a) utility
i) process product, etc. (pioneering/improvement)
b) design
c) plant
C. Trademark
D. Trade secrets
E. Contract-based IP
F. Business torts (unfair competition)

I. Trade Secrets
G. State laws predominant in trade secret law (UTSA piggy backs state law)
1. most state laws modeled on Uniform Trade Secrets Act
2. or on Rstmt. of unfair competition
H. Federal law
1. Defend Trade Secrets Act (DTSA) (2016)
2. Economic Espionage Act
I. International law
1. TRIPS article 39
elements:
info. that is NOT generally known (not in public domain)
*and that is not easily ascertainable is some j.d.’s (not CA)
has economic value to those who know it vs. those who don’t
reasonable efforts undertaken to maintain secrecy
a) UTSA
i) strict interpretation (element)
b) Rstmt. of Unfair Competition
i) only a factor 
wrongful acquisition

J. Metallurgical v. Fourtek
1. RULE: absolute secrecy is not required (and not even viable) – using your TS in business requires disclosing to a degree
2. Why didn’t Metallurgical get a patent for its furnace?
c) might have been obvious extension of knowledge
d) patents are expensive
e) patents lead to inevitable disclosure (trade secrets last indefinitely)
B. Rockwell Graphics v. DEV
1. RULES:
a) “fencing measures” = efforts to maintain TS secrecy
i) the stronger the fencing measures, the more likely elements 2 and 3 are satisfied
b) “reasonable efforts” = balancing cost of having protect TS w/ benefit of having it
C. Data General v. Digital Computer
1. RULE: if product on market fully embodies TS, when the TS is reverse engineered, the TS is gone
D. DuPont c. Christopher
1. RULE: Ct. declares airplane spying “improper means” i.e. corporate morality
E. Kadant v. Seeley
1. RULE: reverse engineering unlawful when:
a) violated shrink/click wrap agreement (breach of K)
b) violated economic espionage act
c) violation of digital millennium act
F. Warner-Lambert v. J.J. Reynolds
1. RULE: parties allowed to K around TS issues.  Proper discovery of TS doesn’t rescind K’s.
G. Lane v. Le Brocq
1. RULE:  Client list CAN be trade secrets
H. Involuntary Disclosures
1. RULE: Inadvertent (negligent) disclosure doesn’t necessarily destroy TS
2. Compelled disclosure (gov. K’s, gov. approval, etc.)
a) not necessarily a disclosure to the public
I. Defecting Employees
1. Know-how =
a) accumulated knowledge / skill <- can’t enjoin use of
b) TS’s learned <- CAN enjoin use of
2. Confidentiality agreements
a) Express
i) Non-disclosure agreements
i) material transfer agreements
b) Implied:
i) based on common law of trusts
3. Invention assignment agreements
a) in absence of terms in K
i) depends on terms of employment and type of invention (invention’s relationship to the work)
(a) inventive vs. non-inventive employee
(b) use of employer’s resources
b) “Shop right” = employee owns invention but employer has free, non-transferrable perpetual right in the IP
c) trailer clauses = agreement to protect post-employment inventions for a certain period of time
i) enforceable only if “reasonable”
d) Non-competition agreements
i) NOT ENFORCEABLE in CA
(a) Edwards v. Arthur Andersen
(b) unenforceable unless:
(i) part of sale of business
(ii) sale of partnership
(iii) sale of LLC
i) but where enforceable must be:
(a) limited in scope
(b) limited in time
(c) limited in geographic area
(d) limited to protect legitimate business interest
4. Pepsico v. Redmond
a) RULE: (inevitable disclosure doctrine) employee switching companies could lead to inevitable TS disclosure BUT:
i) inevitable disclosure doctrine NOT ACCEPTED by CA
i) DTSA looks to state law for law in these cases
5. Sherman Act Overview
a) outlaw cartels
i) outlaws price fixing
b) outlaws monopolization
c) creates private c/a’s, including treble damages
d) U.S. v. Adobe Systems
J. Remedies
1. Winston Research v. 3M
a) For determining how long injunctions should last
i) “head start doctrine” = no longer than how long it would have taken to acquire TS through proper means
i) 
b) Scope of injunction:
i) can’t be enjoined from using general “know-how”
c) Can only get damages if you can prove harm such as loss of business
K. Conversion of TS under the Economic Espionage Act
1. U.S. v. Nosal
a) RULE: w/out access vs. exceeding authorization using password
i) using someone else’s password is legal equivalent to “hacking”
2. TS conversion in EEA (element?)
a) for economic benefit
b) injury to owner
c) in interstate or foreign commerce


II. Copyright
A. Copyright Act of 1909
1. fed. copyright protection attaches upon publication (bad law)
2. features renewal term after 28 years from publication – would extend 95 yrs. from publication
B. Copyright Act of 1976
1. governs works fixed from jan. 1, 1978 (thus all newly created works)
C. Rights of Copyright Holder
1. protection for 70 years after death of author
2. reproduction rights
3. derivative works (ex. any books in harry potter universe)
4. distribution rights
5. rights in performance and display
D. Feist v. Rurual
1. RULE: idea/expression dichotomy
a) remember Morrissey v. P&G merger doctrine
E. Nichols v. Universal
1. RULE: more generic the character, the less copyrightable
F. Indirect Liability
1. There has to be direct infringement for their to be indirect liability
2. Types of indirect liability:
a) contributory- on who induces, causes or materially contributes
b) vicarious – right and ability to supervise + financial interest
3. Sony v. Universal
a) RULE: selling a “staple article” (something that is capable of substantial non-infringing use) is not grounds for indirect liability
i) substantial non-infringing uses of Betamax:
(a) some studios authorized recording
(b) watching Betamax movies on tape
(c) fair use
G. Fair Use
1. purpose/character of the use
2. nature of copyrighted work
3. amount and substantiality performed
4. effect on potential market value *(most important factor)
H. Assessment Tech v. Wiredata
1. RULE: Harvesting data from database is non-infringing
I. Digital Millennium Copyright Act (DMCA)
1. Copyright law vs. DMCA
a) copyright law about infringement
b) DMCA about protecting access to copyrighted works (“lock picking” techniques)
i) **Doesn’t have to be copyright infringement for claim under DMCA
2. types of “lock”:
a) control access (i.e. password protection)
b) control copying or other uses (i.e. uncopyable DVD)
3. Chamberlain Group v. Skylink
a) RULE: the use of copyrighted material in authorized access (having bought the material) is not infringement
4. Universal Studios v. Corley
a) RULES:
i) computer program can be protected “speech”
i) DMCA can regulate non-speech aspects of code
5. 17 U.S.C. §301(a) -  Preemption with respect to other laws
a) federal copyright law supersedes state copyright law
b) ProCD v. Zeidenberg
i) RULE: shrinkwrap agreements valid to protect against copying
6. Online Service Provider Safe Harbor
a) 17 U.S.C. §512(c)(1)(A) – not infringing if doesn’t know about specific infringement or removes promptly when notified
b) 17 U.S.C. §512(c)(1)(B) – doesn’t get financial benefit directly attributable to infringing activity
c) Lenz v. Universal Music
i) RULE: copyright holder must consider the existence of fair use before sending takedown notification under §512(c)
d) Authors Guild v. Google
i) Fair use analysis
III. Patent
A. Overview and process
1. 35 USC § 101
a) “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 therefore, subject to the conditions and requirements of this title.”
2. Four kinds of patents:
a) Utility patent 	
i) Functional invention (chair) 
i) Right to exclude others from making, using, selling, importing (notice no right to “distributive right” i.e. improvement patents)
b) Use patent (method of use) 
i) A new use for a known product, essentially a process patent
c) Design patents 
i) Ornamental design for an article of manufacture 
i) Can have both a utility patent and a design patent on the same thing 
d) Plant patents 
i) Any distinct and new variety of plant 
3. A valid patent must contain:
a) Patentable subject matter
i) any product or process
i) Some discoveries are excluded 
(a) laws of nature
(b) natural phenomena
(c) abstract ideas 
b) Utility (see below)
i) Real world application (for utility/use patents)
c) Novelty (see below)
i) Not previously known, must add to knowledge base
d) Non-obviousness (see below)
i) Inventive leap required 
4. Who can get a patent?
a) Inventor himself, not company (nationality unimportant)
b) Who is first to file (under AIA for apps after 3/16/2013)
c) first to invent before 3/13/2013
d) later inventors cannot use patented invention
i) *EXCEPTION – unless they were using the patent for at least a year
5. Application must contain
a) Specification 
i) written description
i) enablement/best mode <– person skilled in that field must be able to make/use invention from this
i) claims
b) References to prior art
i) Science and technology that went before the invention
i) Consists of other patents (anywhere), printed publications (anywhere), public use, public knowledge 
i) Prior art is the enemy – used to deny you a patent 
i) Anticipation by the prior art defeats novelty
c) Drawings 
d) Oath
6. Provisional patent application
a) Contains the seeds of a regular app, but not the same utility standards
b) Effective date becomes the filing date of the provisional
c) Used to “lock up the space” for one year
d) adding new matter not included in provisional does not revert prior art for new matter back to provisional 

B. Steps in Securing a Patent
a) conception (the idea)
b) reduction to practice (working model)
c) application to the USPTO 
d) application is assigned to an examining unit
e) opposition: opportunity for 3rd parties to oppose the issuance of a patent 
i) no one knows you are applying for a patent until 18 months after the application, when the application is published by the USPTO 
f) amend or appeal 
g) issuance
h) post grant review / re-exam (for patents filed after March 16, 2015)
i) after the patent has been issued, 3rd party can seek a review and try to get those claims cancelled
i) agency proceeding, a lot cheaper than litigating in court
i) enforcement 
i) federal court has exclusive jurisdiction over patent infringement cases 
(a) all patent appeals go to a nationwide court – “court of appeals for the federal circuit” Congress created in 1988 
i) ITC (court of international trade) deals with people importing your patent 
(a) Appeal from ITC can go to federal court or to the President directly 


C. Patentable Subject Matter - §101
1. Must be w/in §101 = usually any “product or process”
2. NOT patentable:	
a) laws of nature
b) natural phenomena
c) abstract ideas
3. Funk Seed v. Kalo Inoculant
a) RULE: need to transform nature for it to be patentable (remember Chakrabarty: GMO’s are patentable)
4. Mayo v. Prometheus
a) “consist of” vs. “comprises”
i) “consists” = closed claim = these are the ONLY steps
i) “comprises” = open claim = these are SOME steps but not necessarily the only steps that could achieve the intended result
b) RULE: discovering optimal drug dosage = non-patentable “discovery of nature”
5. Association for Molecular Pathology v. Myriad Genetics
a) RULES:
i) DNA is not patentable because it exists in nature
i) diagnostic tests are not patentable
(a) not dispositive (look at facts again)


D. Novelty 
1. Is the invention itself already in the public domain?
a) 1952 Act – before the date of invention
b) AIA – before the filing date of application
i) “effective filing date” = 
(a) provisional patent application date
(b) international patent filing date
i) effective filing date stops “prior art” 

1952 Act -  a prior user of a business method patent has a defense to infringement if she had been using the invention more than 1 year prior to filing by another
AIA - the prior user defense extends to all patents, except those held by research universities. 


2. Statutory Bar
a) 1952 Act 
i) A person shall be entitled to a patent unless the invention was patented or described in a printed publication in this or a foreign country or in public use or on sale in this country, more than one year prior to the date of the application for patent in the United States
b) AIA 
i) disclosure made 1 year or less before the effective filing date of a claimed invention shall NOT be prior art to the claimed invention if
(a) the disclosure was made by the inventor, joint inventor or someone who got it from the inventor; or
(b) the subject matter disclosed had, before such disclosure, been publicly disclosed by the inventor or a joint inventor or another who obtained the subject matter disclosed 
c) Cases
i) Rosaire v. National Leaf
(a) RULES: reduction to practice is when you actually have an invention in hand
(b) prior art is in public use
(i) public use = openly in ordinary course of business
i) City of Elizabeth v. Pavement Co.
(a) RULE: an invention is not placed in “public use” by public experimentation
i) Griffith v. Kanamaru
(a) RULE: you can file a provisional patent to stop “first to invent” clock and to refine the claims of your patent
E. Non-Obviousness
1. Obvious if it can be attained w/ ordinary skill
a) Not obvious if an “inventive leap” required
b) non-obviousness = inventive step
c) has to be non-obvious to a Person Having Ordinary Skill In The Art (PHOSITA)
d) Cases
i) Graham v. John Deere
(a) RULE: undisclosed prior art can invalidate a patent as late as in an infringement case and failure to disclose can be a fraud on the patent office
i) KSR v. Teleflex
(a) RULE: examiner can consider background knowledge to evaluate non-obviousness
(b) The “teaching, suggestion or motivation” test can be used to render an invention obvious, although it is not necessarily non-obvious if TSM is absent.
(i) TSM test:
(a) A patent claim is considered obvious, and thus unpatentable, if some teaching, suggestion, or motivation to combine the prior art can be found in the prior art by a person having ordinary skill in the art.

other non-obvious tests:

-a predictable variation in existing technology
-apparent reason to combine known elements
-obvious to try (even w/o appreciating how it works)
-market-driven design trends



F. Utility 
1. “Useful” means the invention must work (application to a real world problem)
a) Utility is “well-established” [Manual of Patent Examing Procedure § 2107] –
i) if a person having ordinary skill in the art would immediately appreciate why the invention is useful (PHOSITA), and
i) the utility is specific, credible and substantial
b) applicant has the burden to prove utility 
2. specific utility
a) particular practical function must be ID’d 
i) i.e. “treatment of diabetes” not “treatment of disease” 
3. credible utility
a) invention must actually work, must be reduced to a practice 
4. substantial utility
a) qualitative judgment on how significant an invention is 
b) avoids frivolous uses and “throw-away” inventions that do not add to the public knowledge base 
5. Utility in pharmaceutical compounds
a) For PTO, animal trials suffice
b) For FDA, full human clinical trials needed 
6. Cases
a) Juicy Whip v. Orange Bang
i) RULE: deceptive products can have utility (morality plays not role in patentability)
b) Brenner v. Manson
i) RULE: the product of the process must have utility to satisfy utility requirement
c) In re Fisher
i) RULE: a research toll that has a specific use w/ an unknown benefit is not patentable based on utility
G. Specification and Disclosure
1. must disclose:
a) what it is
b) how to use it                } to a person skilled in the art
c) how to make it
2. Cases
a) O’Reilly v. Morse
i) RULE: can’t claim a scientific or engineering principle
b) Incandescent Lamp Patent
i) RULE: claims cannot be broader than the disclosure if the claim cannot prove that unlisted permutations were implicit in the claim
3. 35 USC §112 – Specification
a) full clear, concise, and exact terms as to enable any person skilled in the art
i) to make and use the same
i) particularly pointing out and claiming
b) MPEP 2163
i) “essential goal” of description rpmt. is to clearly convey info. inventor is claiming
c) MPEP 2164
i) enablement is separate from written description
i) sufficient to inform those skilled in the relevant art how to make and use
d) MPEP 2173
i) definiteness rqmt. creates scope of claims / invention
i) determines its patentability
i) inventors are their own “lexicographers”
e) Nautilus v. Biosig
i) RULE: definiteness standard = “reasonable certainty”
(a) i.e. a PHOSITA must have “reasonable certainty” of the scope of the invention (determined by expert testimony in litigation)

H. Types of patent claims
1. Independent
a) different parts/elements of an invention
b) related to same invention but don’t affect each other’s validity or interpretation
c) typically in very broad language (e.g. “a chair)
2. Dependent
a) restrict independent claims (e.g. a chair with four legs[underlined = dependent])
b) following dependent claims are more restrictive (e.g. chair with four metal legs)


I. Claim construction
1. Words of a claim are generally given their ordinary and customary meaning
a) what the terms mean to a PHOSITA at the time
i) A patent is directed to a PHOSITA
b) Claims to be read in context of entire patent (intrinsic) 
i) including specification and other claims like prosecution history (including estoppel)
c) Other sources of meaning (extrinsic)
i) relevant scientific principles
i) evidence of technical terms, state of art
2. Steps in claim construction:
a) identify terms in claims having contested meaning
b) interpret them in context of rest of patent (if possible)
c) examples (embodiments) in specification may be either illustrative or restrictive
i) depending on how used by the inventor
d) prosecution history
e) if uncertainty remains, consult
i) treatise, technical dictionary definition as understood by a PHOSITA
3. Continuing patents
a) Continuation Patent Application
i) Adds new claims but not new specification
i) Gets priority date of parent application
b) Continuation-in-Part
i) Adds new subject matter to existing app.
(a) claims and disclosure
i) New subject matter gets later filing date
c) Divisional Application
i) Claims that pertain to a different “invention”
i) Often based on “restriction” by examiner
4. Definiteness  
a) Ensure the scope of the claims is clear so the public/examiner is informed on the boundaries of what constitutes infringement of the patent

J. Patent infringement
1. 35 USC § 271
2. infringement =  makes, uses, offers to sell, or imports into the United States any patented invention during the term of the Steps in proving infringement:
a)  Interpret the patent claims 
i) this is a question of law for judge
b)  Compare claims with accused device/method
i) does the claim “read on” the accused device?
(a) compare the claim to the device
(b) is every element of the claim found in the device?
i) this is a question of fact for the jury
3. Claim construction
a) like statutory interpretation
b) determined by judge, NOT jury (a “markman” hearing)
i) usually early in litigation like a motion
i) usually dispositive enough to encourage settlement
i) you can appeal “markman” hearings to CAFC (because appellate ct. can re-interpret matters of law)
4. Prosecution History Estoppel
a) Steps in patent prosecution:
i) filing
i) office action (by examiner) = often a rejection
i) interview
i) claim restriction (very common)
i) amendment that narrows claim
i) allowance
b) Estoppel (File Wrapper Estoppel)
i) Cannot later argue what was earlier surrendered in application process if you are in an infringement case
5. Literal infringement
a) each and every element recited in a claim has identical correspondence in the allegedly infringing device or process
6. Infringement by equivalents
a) Gravier Tank v. Lind Air Prod. (doctrine of equivalence test)
b) if an element of the accused device or process performs substantially:
i)  the same function, 
i) in substantially the same way, 
i) to achieve substantially the same result (as an element in the claim)
c) Larami v. Amron
i) Court held that super soaker’s use of an external, detachable water reservoir was found to be such a dramatic improvement over the traditional design – benefitting both the manufacturer and user – that it would not be held to be the substantial equivalent of the claim 10 requirement of “a tank in the barrel for a liquid”
i) “consists of” (closed claim)
(a) Accused device not infringe if it has an extra element
i) vs. “comprises” (open claim)
(a) Adding additional elements doesn’t save it from infringement 

7. Patents “comprised of” are open so adding claims won’t save infringer
8. Patents the “consist of” are closed and adding claims will save infringer

9. Inducement
a) 35 USC §271(b) – whoever actively induces infringement of a patent shall be liable as an infringer
b) Elements:
i) knowing of the existence of the patent
i) intent that the patent be infringed
i) actively inducing (aiding and abetting)
i) direct infringement by a 3rd party
c) i.e. supplying plans to construct an infringing device

d) Contributory infringement 
i) 35 USC § 271(c)
i) Whoever offers to sell, sells or imports a component of a patented [device], or … for use in practicing a patented process, constituting a material part of the invention, knowing the same to be especially made or especially adapted for use in an infringement of such patent, and not a staple article or commodity of commerce suitable for substantial non-infringing use, shall be liable as a contributory infringer.
(a) there can be no contributory infringement unless there is direct infringement by a 3rd party 
(b) P still has to prove direct infringement 
i) C.R. Bard v. ACS
(a) method of administering angioplasty treatment
(b) RULE: need to establish direct infringement to have a contributory negligence claim
(i) patent code denies any relief against medical …(on slide)
(ii) held: there is a substantial non-infringing use so doesn’t meet infringement definition of35 USC §271©
i) Divided Infringement
(a) §271(a) generally requires a single actor to practice every element of the claim
(b) Divide infringement definition:
(i) where various elements of a claim are performed by different parties (common w/ some method patents)
(ii) no direct infringement under §271(a)
(c) Divided infringement by inducement:
(i) Akami v. Limlight
(a) RULE: when an alleged infringer conditions participation in an activity or receipt of a benefit upon performance of a step or steps of a patented method and
(ii) Deepsouth Packing v. Laitram
(a) RULE:  § 271(f) – Congressional override
(i) Whoever without authority supplies or causes to be supplied in or from the US all or a substantial portion of the components of a patented invention ... in such manner as to actively induce the combination of such components outside of the US in a manner that would infringe the patent if such combination occurred within the US, shall be liable as an infringer.
(iii) Life Tech v. Promega
(a) RULE: manufacturing a single component is insufficient to violate §271(f)
(d) 271(g) – whoever w/out authority imports into the U.S. or offers to sell, sells, or uses w/in the US a product which is made by a process patented in the U.S. shall be liable as an infringer
i) Summary of Infringements:
(a) 271(a) direct infringment = strict liability
(b) 271(b) inducement – requires knowledge that conduct in infringing
(c) 271(c) contributory – sale of component; no substantial non-infringing uses
(d) 271(d) misuse provision – identified permissible patent owner actions
(e) 271(e) experimental use exception / drug patent provisions
(f) 271(f) sale of kit for assembly outside U.S.
(g) 271(g) – impact of product made outside US by patented methods
 

K. Defenses 
1. Defenses: 
a) non-infringement
b) patent invalidity
c) inequitable conduct (fraud on the patent office)
d) Exceptions:
i) §287(c) - medical practitioners
i) §271(e) – research exception
e) Experimental use (not codified)
i) exception for uses without any legitimate business interest (amusement, to satisfy idle curiosity, or strictly philosophical inquiry)
f) §271(e)
i) Drug Price Competition and Patent Terms Exclusion Act of 1984 (Hatch Waxman)
(a) provides safe harbor “solely for uses reasonably related to the development and submission of information under federal law which regulates the manufacture, ure, or sale of drugs
(b) exempts use of patented drug for FDA approval for a long as it takes for the generic to get FDA approval
i) Merck v. Integra
(a) RULE: all research uses that are reasonably related to ultimate submission for FDA regulatory approval enjoy the §271(e) safe harbor. 

L. Remedies
1. §283 Injunctions
a) cts. may grant injunctions on principles of equity 
b) TRO (< 10 days), preliminary injunction (pending trial), permanent injunction
c) eBay v. MercExchange
i) RULE: ordinary rules of equity apply to patent cases – no special preference for permanent injunction
i) previous potential licensing deal indicative of damages being adequate remedy (from prof. brightspace sample answer)

d) Consider patent to product ratio in different fields
i) Pharmaceuticals -  1:1
(a) One patent in one product
i) IT – 1,000:1 
(a) 1,000 patents in one product 
(b) injunction much less likely to be issued
2. Damages
a) 35 USC §284 – damages
i) “in no event less than a reasonable royalty”
(a) reasonable royalty
(i) when actual damages cannot be proven
(a) reasonable royalty is floor for damages
(b) based on hypothetical arms-length, ex ante negotiations for out-licensing to infringer
(b) Georgia Pacific is factor test (hard ) to apply
i) theory - $ amount that would put patentee in original position had there been no infringement
i) Lost profits
(a) additional profits that would have been earned had there been no infringement
(b) a measure of “actual damages”
b) Enhanced damages
i) ct. may increase damages up to 3x of amount found or assessed if they find willful infringement
i) cts. have equitable discretion to award  
3. Patent trolls
a) PAE = patent assertion entity
i) Doesn’t practice the patent, but asserts it against infringers
i) Most patents are purchased in bulk rather than by innovation of the PAE’s themselves
i) BAD because: stifles innovation and product development 
i) GOOD because: creates liquidity in patents, bringing $$$ to research
b) Proposed patent troll remedies:
i) heightened pleading rules
i) reduced discovery
i) FTC action against bad faith demand letters
i) Expand PTO opposition proceedings
4. AIA (America Invents Act) Administrative Review
a) PTO proceedings in lieu of litigation (faster and cheaper)
i) heard by administrative patent judges
b) Ex parte re-examination (of issued patent)
i) limited to challenging novelty and obviousness
i) prior art limited to patents and printed publications
i) only patentee participated (once instituted)
c) Inter Partes Re-examiniation
i) limited participation by challenger
i) phased out by AIA – folded into IPR
d) Lowered Business method review (LBMR)  for any patents
i) and ground for invalidity
i) reflects tightened rules for BMP’s
e) Post-Grant Review (PGR)  only for patents filed under AIA
i) w/in 9 months of issue (or reissue)
i) on any ground gain to patentability
f) Estoppel provisions (related civil case)


IV. Antitrust and IP Misuse
A. Fraud on the Patent Office 
1. Walker Process (1965)
a) fraud on patent office makes patent void (*also lose antitrust immunity)
b) RULE: fraud on patent office is potential for antitrust liability
i) the patent itself violated antitrust law – need not enforce patent to be liable under antitrust law
i) opens up possibility for treble damages
2. 
a) Inequitable conduct (shield) does not establish Walker Process fraud (sword)
b) Walker Process fraud requires higher showings of both materiality and intent
i) materiality = patent would not have issued but for the misrepresentation of omission
i) hard to prove intent if there is a non-fraudulent reason for an omission
c) P  D
i) defenses:
(a) no infringement
(b) invalidity
(c) inequitable conduct
d) D  P
i) antitrust counterclaim (via fraud)
B. Pre-Grant Analysis
1. if there are alternatives to the patented item in the market, the patent holder does not have an “economic monopoly”
2. publication of patent (before issuance) has chilling effect on ppl trying to enter market
3. Who has Walker Process claim available to them?
a) Antitrust standing
i) generally competitors do not have antitrust standing
b) Patent invalidity standing positions
i) counterclaim in infringement suit
i) declaratory action by competitor or on threatened by suit
(a) purchasers don’t satisfy these requirement

c) Ritz Camera
i) RULE: Direct purchasers have Walker Process standing even w/out patent invalidity standing
(a) still have to prove patent invalidity elements though
d) Therasense
i) inequitable conduct requires proving intent to deceive and materiality
(a) defense to infringement
(i) ex. not providing prior art
C. Inequitable conduct = “atomic bomb” of patent law
1. Validity defenses are claim specific – inequitable conduct renders entire patent unenforceable
2. Inequitable conduct may spawn antitrust law issues
3. Grounds for possible award of attorney’s fees
4. Common litigation technique (80%))
5. Fed. Cir. asserts “low standards” for intent and materiality increases adjudication, cost, burdens cts., etc.
6. Gross negligence does NOT satisfy (nor does any other negligence)
7. alleging party bears burden of proof


D. Patent Misuse
1. At this time, patent misuse is just an equitable defense (shield)
2. Tying
a) One party has some sort of market power in a particular good and as a matter of commercial practice or contractual stipulation requires anyone wanting access to the tying good must purchase the tied goods as well.
b) Legal monopoly vs. economic monopoly 
i) Market power = you can set prices without regard to competition
c) Morton Salt
i) RULES:
(a) Patent misuse premised on tying requires showing of the tied product having market power 
(i) If patent holder has market power, whoever is accused of patent license infringement would want to prove that to defend against misuse 
(b) any attempt to leverage power of patent to influence market outside scope of patent = patent misuse
d) equitable defense to infringement 
i) patent holder has misused the patent by tying, so our infringement should be excused 
e) Senza-Gel v. Seiffhart
i) License of process patent required use of Senza-Gel’s ‘macerator’ machine 
(a) process is tying and machine is tied. Machine is not patented
(b) ‘key factor’ in tying is whether tied product is a ‘staple’
(i) Patent misuse test for tying: court found machine was suitable for substantial non-infringing use
(ii) Antitrust test for tying: separate product determination “turns not on the functional relationship between them, but rather on the character of the demand” [Jefferson Parish (1984)]
i) patent misuse not always antitrust misuse (sword)
i) patent misuse defense easier to prove than antitrust issues
i) RULES: 
(a) Patent tying – is good capable on non-infringing use? If so, indicative of patent misuse
(b) antitrust tying – is there separate demand in the market for the tied product?
f) Monsanto v. Scruggs
i) Scruggs (farmer) did not sign license agreement, saved seeds; Monsanto sues Scruggs for infringement
i) Fed. Circuit holds Monsanto’s ‘no replant policy’ a valid exercise of patent rights
i) Also Monsanto’s ‘no research policy’ is a permitted field of use restriction
3. Refusal to license 
a) Usually you can say “no” to a request for a license 
b) BUT concerted refusal to license is a Sherman Act offense
i) If two companies have shared patents that they refuse to deal, then it is a concerted effort and a violation of the Sherman Act. 
4. Section 337 Review
a) International Trade Commission – alternative forum to address infringing products
b) Aminsitrative process – subject to judicial review
c) Remedies – import exclusion and/or cease and desist orders
d) Fast track process
e) Rpmts.
i) Importantion of IP articles is deemed to be unfair
i) Complaint must prove:
(a) infringement by imported articles
(b) existence of affected U.S. industry (possibly discriminatory against non-U.S. IP holder)
f) Princo Corp. v. ITC
i) Philips and Sony engineers agree to use Raaymaker, incorporate it in Orange Book. Philips and Sony offer package license. Package includes both Raaymaker and Lagadec patents.
i) Princo argues patent misuse.
(a) The asserted agreement between Philips and Sony did not constitute patent misuse and cannot justify rendering all of Philips’s Orange Book patents unenforceable.
(b) Phillips is not imposing restrictive conditions on the use of the Raaymaker patent to enlarge the physical or temporal scope of those patents.
i) Uniform package fee minimizes transaction costs, avoids disputes
i) RULE: package license is NOT tying
(a) reasoning: uniform package fee minimizes transaction costs and avoids disputes
g) Kimble v. Marvel
i) Brulotte RULE: can’t demand royalties post patent application expiration date
(a) reasoning: Congressional inaction reflects tacet acceptance of Brulotte
i) RULE: post-term royalties = patent misuse
i) remember payments schemes that can work around Brulotte
E. Copyright Misuse defense
1. No SCOUTS authority yet
2. Lasercomb America v. Reynolds (4th Circ.)
a) Lasercomb’s license agreement outlived copyright term = misuse 
i) defense available even if you weren’t direct party to the licensing agreement

I. Software
a. What is software?
i. Computer code, instructions that are processed by a computer
1. Source code
a. Code readable by humans 
b. Human expression – weak copyright protection (easy to design around)
c. i.e. convert military time to U.S. time 
2. Assembly language
a. intermediate step
b. convertible to binary
3. Object code
a. most infringement cases involve literal copying of object code
b. Computer-readable code
c. non-functional aspects of object code are copyrighable 
d. Performing the coded functions does not violate © 
e. infringes if designed to emulate instructions (non-literal copying)
f. no infringement if designed to uncover ideas in the source code
4. Machine code 
a. Parts of object code executed by specific components 
b. Software patents
i. Either imbedding in a specific device (chip) or stand alone code for a general purpose computer in a machine-readable medium (CD)
ii. Must meet all patent criteria (utility, novelty, non-obviousness etc.) 
iii. Pen & Paper RULE:
1. Does the program do more than simply perform a mental step you could with pen and paper?
a. If not, not patentable
iv. Are there non-abstract elements?
1. e.g., transmitting data over the Internet
2. controlling an app’s display on a mobile device
3. controlling functions outside of the computer
v. Basic Principle:
1. software must embody an inventive concept
2. inventive concept cannot simply be manipulating mathematical principals
vi. Software embodiments
1. Integrated into operation-specific chip (i.e. firmware)
2. Stand-alone code (for general purpose computer – i.e. CD. floppy disk, etc.
c. Cases
i. Lotus v. Borland
1. Pressing “Q” to quit is not copyrightable 
a. It is a “method of operation” under Section 102(b)
b. Menu commands are not protected expression 
c. merger doctrine justification
ii. CAI v. Altai 
1. ‘abstraction-filtration-comparison’ test of substantial similarity for infringement of non-literal elements of software.
a. Abstractions
i. Isolate each level of abstraction – moving from code and ending with ‘ultimate function’
1. Main purpose of program
2. Structure/architecture
3. Modules
4. Individual algorithms or data structures
5. Source code
6. Object code
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
iii. Gottschalk v. Benson
1. example of “pen and paper” rule
2. Converting decimal into binary rejected as a process patent
3. Simply emulating a mental process, could be performed through any machinery or without any apparatus 
4. Granting a patent for an idea would be improper use of patent doctrine 
iv. Diamond v. Diehr (1981)
1. Devices using computer programs are patentable 
v. USPTO Guidelines for computer-related inventions broadens patentability after Diehr
a. USPTO RULE (1996): software apart from devices patentable if:
i. embodied in a machine-readable medium
ii. if it does something useful
vi. Business model
1. defnition – plan or system for conducting business
a. or improvement thereof
b. a process
i. sometimes embodies in software
2. How to protect business methods
a. protect idea with trade secret
b. protect expression with copyright
c. protect operation with patent
d. protect appearance with trademark 
3. State Street Bank v. Signature Fin 
4. algorithm itself is not patentable, but it’s application is and it is embodied on a machine-readable medium 
a. practical application of a mathematical algorithm
5. after holding, huge patent rush for BMP (business method patent)
6. Post-State Street Bank
a. Patent rush
i. huge increase in business methods applications, mostly for e-commerce
b. Controversy behind this patent rush
i. stifled competition (w/out corresponding public benefit)
ii. didn’t advance knowledge base
c. First Inventor Defense Act (1999)
i. business method patents unenforceable against prior user (>1 yr.)
1. *except against university (Wisconsin)
d. Business Methods Patent Improvement Act (2000) *NOT ENACTED
i. policy adopted by PTO anyway (tough examination + opposition proceedings)
e. In re Bilski
i. CAFC limits State Street
ii. RULE: (“Machine or Transformation test”) Software & business methods patentable if:
1. implemented on a specific apparatus (machine), or
2. Transforms some tangible object (outside of computer)
f. Bilski v. Kappos
i. RULE: machine of tranformation test NOT dispositive
1. sufficient but not necessary
2. state street rule still technically stands
a. but high bar set for business method patents
7. Business Method Patents under AIA
a. generally unpatentable (result of Bilski)
i. tax method patent not patentable
b. Post Grant Review expanded to be able to challenge existing business method patents in PTO
i. other patent only subject to this review if they were filed under AIA
vii. Alice Corp. v. CLS Bank
1.  2 part test for patent eligible computer implement inventions
a. 1 – is the claim directed to an ineligible concept? (laws of nature, abstract ideas, etc.)
b. 2 – If so, are there additional elements in the claim that apply (transform) those concepts?
i. must do something outside the computer
viii. Life After Alice Corp. v. U.S. Bank
1. Pen and paper test still applicable
2. examples of additional, non-abstract elements:	
a. transmitting data over the internet
b. controlling an app’s display on a mobile device
c. controlling functions outside of the computer

d. Fair use of Software
i. usual 4 factor fair use test (§107)
ii. Sega v. Accolade
1. Found:
a. 1st factor – note consideration of public benefit
b. 4th factor – competing is not usurping market
c. 2nd factor – disassembly and intermediate copying


II. Blockchain / Smart Contracts on slides
III. Artifical Intelligence
a. Law of the Horse consideration – do we need to rethink legal doctrine when AI emerges?
b. Legal Problems
i. liability
ii. licensing
iii. Data privacy
iv. taxation (discourage or incentize using AI?)
v. etc. (on slides)
c. Regulating AI
i. safety
ii. public good
iii. encourage R&D
iv. etc. (on slides)
d. Regulatory Agencies
i. U.S. Silo Approach
e. Governance issues
i. Registration/ID
f. Promoting AI
i. National Science and Technology Council
ii. Other funding agencies
g. National AI strategic plan
i. long term investment
ii. effective AI – human collaboration
iii. ethical issues
iv. etc. (on slide)
h. Law of Robotics 1-3 (on slide)
i. AI and Collusion
i. Pricing Algorithms
1. End of market comprised of anonymous purchasers
2. bid data enables individualizes pricing
3. sellers capture all “consumer surplus”
4. May create convergence at monopoly prices
ii. Antitrust law and price fixing
1. Sherman Act I prohibits price fixing – including concerted action
a. liability depends on agreement and intent
iii. Computer as messenger
1. Computers used to implement and monitor price fixing agreement
a. traditional liability analysis still functions (per se liability)
iv. Hub and Spoke
1. when colluders use common algorithm
v. Predictable agent
1. No intent to collude, but AI engines perform collusive behavior individually based on interaction with other company’s AI price setting algorithms


IV. Licensing / Technology Transfer / Standard Setting 
a. Refusals to license 
i. ITS v. Kodak 
1. Kodak refuses to sell parts to ISOs
a. Refusal to deal creates liability if there is harm to competition in the absence of “legitimate business justification”
b. Kodak liable under antitrust laws for monopolization of secondary market
2. RULES:
a. patent and copyright holders not immune from antitrust liability
b. patent and copyright holders may refuse to sell or license protected work unless refusal is rebutted by evidence of “pretext” 
3. Remedies
a. Kodak should be permitted to charge any nondiscriminatory price that the market will bear
i. higher than “reasonable” allowed to protect value of patent 
b. RAND (reasonable and non-discriminatory)
b. Independent Service Litigation
i. ISO Antitrust Litigation (Xerox) 
1. Rejects ITS v. Kodak, creates circuit split in the law between 9th and Fed.
2. Patent holder may refuse to deal without antitrust liability UNLESS
a. Illegal tying, fraud on PTO, sham litigation 
ii. Sherman Act 2 (monopolization) refusal to deal:
1. Liability for refusal to deal if harm to competition in the absence of “legitimate business justification”
iii. Injunction may be justified:
1. Where infringer rejects offer of FRAND
2. Where infringer unreasonably delays negotiations
3. However, refusal to license may be justified if license offer is not on FRAND terms
iv. Non-exclusive license 
1. licensor assigns the right to practice but reserves right to practice and sell and the right to license to others
v. Exclusive license 
1. gives up right to practice and sell and doesn’t license to anyone else 
c. Europe 
i. General rule: undertakings may refuse to license IP
ii. Only in “exceptional circumstances” may refusal to license constitute an Article 102 violation
1. Refusal relates to indispensable input
2. Refusal excludes competition on neighboring market
3. Refusal prevents appearance of new product
d. Microsoft v. Commission 
1. Microsoft refused to provide ‘interoperability information’ to developers
2. Commission orders MS to provide information
ii. Remedies:
1. MS to disclose interoperability information “on reasonable and non-discriminatory terms” to be monitored by commission
a. Interoperability code, not all the code that makes Windows 
2. Sort of a compulsory license, but parties work out terms 
e. SEPs, SSOs and (F)RAND
i. Standard Setting Organizations (SSOs) 
1. Important to encourage innovation, although inevitably excludes some companies/technologies 
2. Not government agencies, agreed to by producers and players in the market 
3. Requires SEP holders to make a RAND commitment, but that commitment is vague. 
ii. Standard essential patents (SEPs)
1. Patent that has been incorporated into a standard. Patent holder required to charge RAND licensing fee for its use. 
iii. What is RAND?
1. Determine licensing cost for patent immediately prior to adoption of standard
2. Seek the value of “patent qua patent”
3. Confine royalty demand to patent value as distinct from SEP’s hold-up value due to its adoption as standard
f. Cases

i. Novell v. Microsoft 
1. Novell produced WordPerfect suite, rival to Office
2. Microsoft gave API no Novell then withdrew it 
3. Novell argues that delaying PerfectOffice increased share of MS Office, locking customers into Windows
4. Court finds MS Windows monopoly was not illegal 
a. Forced sharing would raise administerability concerns
i. RULE: if company not legally obligated to share shares, then withdraws sharing to mess with ppl who have become dependent, its not antitrust behavior 
b. MS conduct is not anticompetitive within Sherman Act 2
ii. Rambus v. FTC	
1. Rambus sits in meetings and hears about which technologies should become the standards, fails to disclose that it owns patents in tech which becomes incorporated into standard 
2. Insufficient evidence SSO would have selected alternative standard
a. But Rambus did have a duty to disclose pending patents
iii. Golden Bridge v. Motorola 
1. P got kicked out of SSO
2. “common dislike” + information exchange between firms does not establish conspiracy
3. standards are often “cleaned up” to remove obsolete tech 
iv. Microsoft v. Motorola 
1. D participated in the SSO
a. commitment to charge reasonable royalties in the United States
b. usually also a commitment to volunteer all the patent you own
2. Ninth Circuit upholds “narrowly tailored preliminary injunction” under abuse of discretion standard
a. RULE: no injunction unless infringer refuses to pay RAND
3. What is (F)RAND royalty?
a. either going to litigate FRAND pricing or are awarded FRAND remedy in equity
4. different parties in SSO with SEP patent generally don’t have to license respective patent from each other 
v. Apple v. Motorola 
1. Posner thinks you should be able to recover pre-SEP worth of patent
2. HOLDINGS:
a. Fed. Circuit upholds Posner’s denial of injunction, but:
b. Rejects per se rule that injunctions are unavailable for SEPs
i. Finds eBay framework adequate basis to govern remedies involving FRAND-committed SEPs
c. When injunctions may be justified:
i. when infringer rejects FRAND offer
1. however, refusal to license may be justified if offer not on FRAND terms
ii. when infringer unreasonably delays negotiations


g. First Sale Doctrine
i. “Sale right” vs. “use right” exhausted upon sale of patented article
ii. Territorial use restriction does not survive sale
1. BUT, can be enforced in license agreement
iii. General Talking Pictures
1. GTP infringed by purchasing w/ knowledge of restriction and then selling which violated restriction
2. RULE: exhaustion does not apply when the sale was unauthorized
iv. Quanta Computer v. LG 
1. Quanta purchases Intel chips, uses with non-Intel memory and buses; LG sues Quanta for infringement of its process patent. Quanta’s defense to infringement is exhaustion.
2. issue: Does exhaustion apply to sale of components used to practice a method patent?
3. SCOTUS overrules Fed. Circuit; holds sale of components that substantially embody process patent exhausts patent. No infringement.
a. unclear whether legally unfounded notice to consumer is “post-sale enforcement”
v. Bowman v. Monsanto
1. holding: planting of seeds constitutes a “making” covered by the patent
2. getting seeds from Monsanto is a licensing agreement
3. RULE: exhausting doctrine does NOT apply to “making” right”
vi. Kirtsaeng v. John Wiley & Sons (2013)
1. RULE
a. patent exhaustion outside U.S.
i. fed circuit: patent not exhausted
ii. supreme ct: undecided (decision out shortly)
b. Copyright exhaustion outside U.S.
i. copyright IS exhausted at first sale internationally
vii. Vernor v. Autodesk
1. 9th Circuit determined autodesk licensed its software as opposed to selling it
2. RULE: sale vs. license depends on a variety of factors, not just name of document
a. indicia of license:
i. autodesk retains title
ii. states non-exclusive, non-transferrable license
iii. imposes transfer restrictions
iv. imposes “significant” use restrictions
v. states non-compliance terminates license
viii. Policy of License vs. Sale
1. Favoring license
a. Permits tiered pricing
b. increases software “sales”
c. lowers prices due to scale
d. reduces priacy
2. Favoring sale
a. law’s aversion to restraints on alienation
b. Forces tracing of chain of title
c. licenses ignore economic reality
d. licenses destroy secondary market
e. library public policy concerns



V. Design
a. Useful article doctrine in copyright 
i. Applies to PSG works (pictorial, graphic and sculptural)
ii. PGS features must be “identified separately from, and are capable of existing independently of, the utilitarian aspects of the article”
1. i.e conceptual seperability(Brandir)
iii. Only copyright protection if PGS can be identified separately from utilitarian aspects.
1. Copyright only protects the visual elements and not the functional ones 
b. Secondary meaning as a basis for trademark 
i. Through use and acquisition of secondary meaning, a normally non-descriptive name can achieve trademark status (i.e. McDonalds, California Pizza Kitchen)
1. High degree of proof necessary to establish secondary meaning
ii. distinctive “out of the box” – i.e. “Google”
iii. distinctive after period of use = becomes distinct over time
iv. conceptual seperability applies to TM’s too 
c. Design Patents
i. new, original, and ornamental design for an article of manufacture
ii. 14 year term from the date of the grant
iii. Definition of design from PTO
1. A design consists of the visual ornamental characteristics embodied in, or applied to, an article of manufacture. Since a design is manifested in appearance, it may relate to the configuration or shape of an article or to the surface ornamentation applied to an article. A design for surface ornamentation is inseparable from the article to which it is applied and cannot exist alone.
2. If a design is dictated by its functionality, it lacks ornamentality; and not eligible for design patent
iv. Utility vs. design patent
1. A “utility patent” protects the way an article is used and works, 
2. A "design patent" protects the way an article looks. 
a. Separate applications, examined by different departments of the PTO
3. Both design and utility patents may be obtained on an article if invention resides both in its utility and ornamental appearance. 
4. The utility and ornamentality of an article are not easily separable. Articles of manufacture may possess both functional and ornamental characteristics.
5. The functional device does not itself need to be patentable (i.e. chair design) 
6. The design must be represented by a drawing and must contain a sufficient number of views to constitute a complete disclosure of the appearance of the design.
d. Cases
i. Allied Orthopedic v. Tyco Health Care
1. RULE: a design change that improves a product by providing a new benefit to consumers does not violate §2 sherman  act absent some associated anticompetitive conduct
a. in EXTREME situations, a marginal improvement may not be enough to avoid §2 Sherman Act liability (IBM cases)
ii. Apple v. Samsung 
1. rectangular smartphone with rounded corners
2. was the iPad design obvious? 
a. Look at the prior art 
b. Perspective of designer having ordinary skills in the art (DHOSITA)
c. Driven by a primary reference (one piece of prior art which is suggestive or not of the claims design), in this case the Fidler Tablet
3. infringement
a. if, in the eye of an ordinary observer (not designer), two designs are substantially the same, such as to deceive such an observer, inducing him to purchase one supposing it to be the other, proof of actual deception is not required. 
i. exclude claims that are functionally separable (DON’T exclude aspects that are inseparably aesthetic and functional)
ii. exclude claims reading on prior art
4. Damages
a. total profit from the infringed aspect (not whole device)
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