Innovation Outline – Spring 2017

Fundamentals 
I. What is innovation?
a. Process that creates, collects, and implements novel ideas
i. New technologies
ii. New functional processes & business models
iii. New markets
iv. Creative expression
v. Discoveries
II. What is Innovation Law?
a. Laws protecting novel ideas
i. Intellectual property 
1. Patent, Copyright, Trademarks, Registered Trademarks, Music
ii. Confidential information
1. Trade secrets
b. Laws promoting innovative environments
i. Employment law
ii. Competition law
iii. Licensing and trade law
iv. Contract & grant funding (government & private)
c. Laws protecting the public
i. Regulatory approval & compliance, privacy
III. Intellectual Property 
a. Is it property?
i. Tangible Property (things)
1. Exhaustible – hallmarks of private goods
2. Rivalrous uses - hallmarks of private goods
3. Hard to misappropriate 
ii. Intangible Property (ideas, information)
1. Non-exhaustible – hallmark of public goods
2. Non-rivalrous - hallmarks of public goods
3. Easy to misappropriate 
b. Why protect?
i. Positives
1. Promotes creativity/innovation
2. Promotes culture
3. Promotes democratic participation
4. Promotes trade & commerce
5. Promotes social interaction (communication)
6. Natural right of the creator 
ii. Negatives
1. Deters innovation
2. Expropriates culture
3. Anti-democratic
c. Theories of IP
i. Incentive Theory
1. Utilitarian argument 
2. Reward incentivizes innovation
ii. Moral Theory
1. Deontological argument
a. Virtue incentivizes innovation
2. Creator should have right to benefit from fruits of his labor (Locke)
d. Basis for Protection
i. U.S. Constitution Article I, Section 8:
1. The Congress shall have Power to promote the progress of science and the useful arts, by securing for limited times to authors and inventors the exclusive rights to their respective writings (copyrights) and discoveries (patents)
e. Forms of IP
i. Copyright
ii. Patent
1. Utility
a. Process, product, pioneering, improvement
2. Design
3. Plant
iii. Trademark
1. Trade Dress
2. Geographical Identifiers
iv. Trade secrets
1. Know how
v. Other
1. Databases
2. Maskworks
a. Semiconductor circuits
3. Contract-based
a. E.g. Non-compete
4. Business torts
a. Unfair competition

Trade Secrets 
I. Theory
a. Protects any information used in one’s business that gives its owner an opportunity to obtain an advantage over competitors who do not know or use it so long as the information was in fact a secret. Lasts indefinitely until public disclosure.
b. Public vs. Private goods
i. Information is ordinarily a “public good”
1. Keeping it secret turns it into a private good incentivizing investment in development
2. Disclosing it deprives it of independent value
a. Once in the public domain info may lose proprietary value 
b. Undermines incentive basis for IP 
c. TS Laws
i. State Laws
1. Uniform Trade Secrets Act 
2. Restatement of Unfair Competition 
ii. Federal Laws
1. Defend Trade Secrets Act (2016) – DTSA
2. Economic Espionage Act
iii. International Law
1. TRIPS Article 39 (member states implement)
a. Unauthorized use of undisclosed information 
II. Subject Matter
a. Elements of TS:
i. 1.) Information - Not generally known to others
1. Information that is not in the public domain
2. Some jx require that it is not easily ascertainable so only info with some degree of inventiveness is protected – CA doesn’t* 
3. What information counts?
a. Technical, business methods, market info, etc.
i. Includes negative know-how – what NOT to do
ii. Includes improvements of known processes
b. Must not be able to be acquirable with trivial efforts
ii. 2.) Economic Value - Has economic value (usually in trade or business)
1. Value is derived from the exclusivity 
2. EX) Coke costs more than generic brand because of secret recipe
iii. 3.) Secret - Reasonable efforts are made to maintain the secrecy of the information 
1. Reasonable precautions to maintain confidentiality
2. Qualified secret, not absolute. Limited disclosures are ok
a. Factors: (not dispositive)
i. Public or private disclosures
ii. Whether disclosed only to exploit advantage of TS
iii. Whether disclosed in confidence
3. Evidentiary significance of secrecy efforts: The greater the precautions:
a. Theory 1: The more likely that a 3rd party wrongly acquired
b. Theory 2: The more likely that the info has economic value
4. Reasonable precautions
a. UTSA - Separate element of proof where P bears burden 
b. Restatement – No separate element 
b. Maintaining TS
i. Taking precautions to keep info secret
ii. Don’t disclose it except to those who must practice or evaluate it, and prevent them from disclosing via contract law
iii. Keep others from improperly learning it by theft or misappropriation via tort law
III. Trade Secret Claims
a. Elements:
i. 1.) Information 
1. That is not generally known to others who could derive value from knowing
ii. 2.) Economic value
1. To those who know it vs. those who don’t
iii. 3.) Maintained as a secret
iv. 4.) Wrongful acquisition 
1. By a 3rd party (defendant)
IV. Disclosure 
a. Disclosure of a trade secret destroys the secret and ends protection forever.
b. Ways to disclose:
i. Voluntary disclosure by owner
ii. Distributing a product that embodies the TS to the public
iii. Public disclosure by a 3rd party
iv. Inadvertent disclosure
1. EX) Apple engineer left iPhone 4 in a bar
v. Government disclosure 
V. Acquisition
a. Lawful Acquisition 
i. Independent development 
ii. Reverse Engineering
1. Process of working backwards from a lawfully acquired finished product to see how it works by disassembly and decompiling
2. Why is this allowed?
a. Promotes innovation
b. Promotes completion
c. Avoids technology lock-up/monopoly
d. Distinguishes TS from patent
iii. Licensing
iv. Inadvertent disclosure 
1. Failure to take adequate precautions
v. Questionable means
1. Mandated disclosures (might be a taking)
2. Misuse of computer access
b. Misappropriation: (Restatement) 
i. One who discloses or uses another’s trade secret, without a privilege, is liable if:
1. She discovers the secret by improper means OR
a. Criminal conduct
i. Theft, trespass
ii. Espionage 
iii. Electronic surveillance
iv. Hacking
b. Non-criminal conduct
i. Breach of confidence
ii. Industrial espionage
iii. Unfair competition
1. Means which fall below the generally accepted standards of commercial morality and reasonable conduct 
c. Evidence:
i. Direct evidence
1. Caught in the act
ii. Indirect evidence
1. Speed of product development
2. Statistical likelihood that product was developed independently
2. Her disclosure or use of the information is a breach of confidence reposed by the holder of the secret OR
a. Is there a confidential relationship? 
i. No express promise of trust
ii. Can it be implied?
b. License, sale or outsourcing of technology requires sharing of information 
i. Must be held to confidential relationship
ii. Contract law can help
3. She acquires the secret form a 3rd person knowing that it was wrongfully acquired or disclosed OR
4. She acquires the secret knowing that it is a secret and that disclosure was by mistake 
VI. Employment Law
a. Confidentiality Agreements
i. Express
1. Nondisclosure agreement
2. Materials transfer agreement
ii. Implied
1. Based on common law of trusts arising from fiduciary relationship and basic duty/loyalty 
b. Incentive/Creative Employees
i. Common law rule
1. Depends upon nature of employment & invention
a. Inventive vs. non-inventive employee 
b. Use of employer’s resources
2. Ownership
a. Shop right – even if ownership is in the employee, employer may have right to practice
ii. Contractual Assignment
1. Trailer clauses: Contractual provision that requires employees to assign their rights not only in inventions made during the period of employment but also for certain time thereafter
a. Enforced only if reasonable 
iii. Restricting Departing employees use of info
1. General rule: Enforceable if trade secret
2. Not TS: may be restraint of trade
c. Non-Competition Agreements
i. Employers can’t restrict accumulated knowledge, skill, experience, but employee may be enjoined from using TS in new job or from competing
ii. May be used to codify TS law
iii. Breach of contract may be easier to prove than misappropriation of TS
iv. Rule of Reasonableness (common law): Only to the extent necessary to protect employer’s legitimate business interests and not unduly harsh
1. Valid of: 
a. Limited in scope
i. Type of business activities
b. Limited in time
i. 1 year is common
c. Limited in geographic area
i. Within regional market
v. CA approach (minority): Not allowed except in sale of business, partnership or LLC
1. Policy: Open competition and employee mobility
vi. Non-Solicitation Agreements
1. Defecting employees soliciting co-workers or customers from former employer
a. Invalid in CA unless it is a TS
vii. Inevitable Disclosure Doctrine
1. When does confidentiality (NDA) imply non-compete for key employees?
a. Can employees segregate what she learns under an NDA from her background knowledge and suppress? 
2. Employee mobility v. business protection
a. PepsiCo v. Redmond - Pepsi employee went to Quaker. Pepsi claimed it was inevitable he would disclose TS in working and showed strong likelihood of disclosure. Court ruled that inevitable misappropriation is actionable and issued injunction against Redmond working for Quaker.
3. Some courts reject as creating implied NCA
4. DTSA allows for injunction if actual proof
VII. Remedies for misappropriation
a. UTSA 
i. Injunction until TS ceases to exist
ii. Condition future use upon payment of a reasonable royalty
iii. Affirmative acts to protect 
iv. Damages for actual loss and unjust enrichment 
v. If willful and malicious, punitive damages not to exceed twice actual damages
vi. If Attorney’s fees
b. Criminal liability 
VIII. Economic Espionage
a. Economic Espionage Act had no remedies, DTSA came out after and amends that and allows remedies
IX. Federal Trade Secret Law

Copyright
I. US Copyright Law
a. Copyright Act of 1909
i. Protection attaches upon publication
ii. Features renewal term after 28 years from publication. If renewed, extended to total of 95 years
b. Copyright Act of 1976
i. Governs works fixed from January 1, 1978
ii. Term is 70 years after death of author 
iii. No requirement to renew
c. Grants exclusive Rights
i. Reproduction
ii. Derivative works
iii. Distribution
iv. Performance and display
II. Subject Matter = Section 102
a. Elements:
i. Original work of authorship
1. Independent creation
2. Threshold of creativity
a. Author must contribute something
b. Courts don’t judge artistic merit
ii. Fixed in any tangible medium of expression
iii. Category of protection: literary works, dramatic works, pantomimes and choreographic works, pictorial/graphic/sculptural works, film and other audiovisual works, sound recordings and architectural works
iv. Idea/expression dichotomy
1. Ideas and facts can’t be copyrighted
2. Merger Doctrine: Some ideas/facts can only be expressed in a limited number of ways. If it is necessary to copy expression to convey that message, it is not infringement
3. Nichols v. Universal Pictures - 
b. Section 103 creates copyright in compilations
i. Facts not copyrightable but original compilation of facts is
III. Infringement
a. Direct Liability 
b. Indirect Liability
i. Contributory liability
1. One who, with knowledge, induces, causes or materially contributes may be held liable as a contributory infringer
ii. Vicarious liability – profiteering: Right and ability to supervise + financial interest
iii. Direct infringement must be shown
iv. Sony v. Universal – Betamax contributory liability aspects
c. Defenses
i. Staple Article Defense – Article accused is capable of substantial non-infringing use (pulled from Patent)
ii. Fair Use (Section 107)
1. Illustrative purposes: criticism, comment, news reporting, teaching, scholarship or research
2. Policy: 
a. Implied consent for reasonable uses by 3rd parties, customary uses, 1st Amendment, remedy for market failure
3. Factors:
a. Purpose and character of use
i. Commercial/non-commercial
ii. Does it add something with further purpose to promote science/art
b. Nature of copyrighted work
i. Factual (thin) – Expressive (thick)
c. Amount and sustainability of portion used
i. As compared to infringed work, not challenged work
d. Effect upon potential market or value
i. Includes effect on market for derivative works
iii. Independent Creation
iv. Consent
v. Copyright misuse
IV. Digital Millennium Copyright Act (DMCA) 
a. Technological protection measures
b. Seeks to make enforcement of exclusive rights more effective in new tech environment
c. Anti-circumvention Provisions
i. DMCA (1998) defines technological protection measures
1. Those that control access (eg. Password protection) – 17 USC §1201(a)
a. Makes circumventing any access control that gives you access to copyrighted material 
2. Those that permit access but control copying or other uses (e.g. Digital Rights Management) - §1201(b)
a. EX) Owning a DVD. You own it and can watch it any time, but there is a technological measure that prevents you from copying the DVD. Overriding this technological measure would violate this.
ii. DMCA prohibits circumvention of technical protection measures - §1201(a)(1)(a)
1. Chamberlain v. Skylink – Garage door case. The infringer would technically be the owner, they don’t want to sue their customers. Plaintiff must show that access was unauthorized and that access infringes on copyright, but Chamberlain’s customers are authorized to use copy of software in their openers so immune.
iii. DMCA also prohibits falsifying or removing copyright management information §1202
d. Anti-Trafficking Provisions
i. Trafficking in technology that circumvents a measure controlling access (e.g. password protection) §1201(a)(2)
1. Universal Studios v. Corley – DVD decryption program that was hosted on website. D argues free speech and constitutionality of DMCA. DMCA is content-neutral. Injunction targets non-speech functionality. As far as the hyperlinks, that’s tough. 
ii. Trafficking in technology that circumvents a measure controlling copying or other uses (e.g. Digital Rights Management) - §1201(b)(1)
V. Shrinkwrap
a. ProCD v. Zeidenberg – ProCD licenses software and engages in price discrimination. Charges company higher price than personal uses. Restrictions come with the license that mandate proper use of license. Court rules that contract imposed use restrictions may be enforced by seller. 
VI. Online Fair Use 
a. Online Service Provider Safe Harbor
i. Protects against liability for copyright infringement by reason of storage at direction of the user (copying by either uploading or downloading)
ii. 17 USC §512(c)(1)(A)
1. (i) Does not have actual knowledge that the material or an activity using the material on the system or network is infringing
2. (ii) In the absence of such actual knowledge, is not aware of facts or circumstances from which infringing activity is apparent; or 
3. (iii) Upon obtaining such knowledge or awareness, acts expeditiously to remove, or disable access to, the materials
iii. 17 USC §512(c)(1)(B)
1. Does not receive a financial benefit directly attributable to the infringing activity, in a case in which the service provider has the right and ability to control such activity
b. Take Down Regime
i. 17 USC §512(c)(1)(C) provides safe harbor if OSP upon notification of claimed infringement responds expeditiously to remove, or disable access to, the material that is claimed to be infirming or to be the subject of infringing activity
ii. 17 USC §512(C)(3) provides formal elements of take down notification
iii. 17 USC §512(f) creates liability for knowing misrepresentation in a take down notice that material is infringing
c. OSP Must
i. Maintain termination polices for abusers
ii. Adopt measures to identify
iii. Designate take down agent
1. Take down notice requirements
a. In writing
b. Goes to designated agent
c. Signature from owner 
d. Identification of copyrighted work and material that’s claiming to be infringing
e. Information about location
f. Contact person info
g. Good faith belief that not authorized
d. Consideration of Fair use
i. 17 USC §512(c)(3)(A)(v) requires a statement that the complaining party has a good faith belief that use of the material in the manner complained of is not authorized by the copyright owner, agent, or law. 
ii. Fair use is not an excuse for infringement, it is authorized by the law
iii. Copyright holder must consider fair use before sending takedown notice
e. Lenz v. Universal Music – YouTube video with 29 seconds of Prince song. Universal sent YouTube take down notice. Lenz sends counter notification and YouTube restores video. Lenz sues Universal for misrepresentation because it was fair use.
f. Authors Guild v. Google - Google Book Project case. Google scans 20 million books and keeps digital copies stored by servers. Google search engine locates basic information in books and provides snippets and limited viewing of text. Right holders may opt out. Court rules that this is transformative and their commercial motivation does not defeat fair use. 

Patent
I. Introduction
a. What is a patent?
i. A right granted by the government to an inventor to prevent others from using the invention for a limited time in exchange for a detailed disclosure of the invention
1. Patent is good for 20 yrs
2. Average time for patent approval is 3-4 yrs so exclusive right is for 16yrs
3. Invention is in the public domain after expiration – free for anyone to use
b. What good is a patent?
i. An incentive to innovate and, by disclosing, contribute to the public knowledge base
1. Inventor gets to monopolize market (higher profits) as the reward for new knowledge and prevent competition
ii. Balance social welfare theories 
1. Restraint on competition vs. incentive to invent 
2. Accomplished by limited patent term and disclosure
c. What is an invention?
i. A solution to a specific technological problem
d. How to patent?
i. Application/examination/issue by USPTO
1. Or other national patent office
2. Each country has their own
e. Who can Get a patent?
i. The inventor(s)
ii. Priority
1. Only 1 patent per invention even if multiple independent inventors
a. Senior filer can exclude junior filer from practicing her own invention
i. Exception: Prior use defense (limited)
1. If in commercial use for more than 1 year prior to filing date
2. Applies to all patents except those owned by universities
2. US:
a. The first party to invent – for all patents filed before 3/16/13 (1952 Act)
i. First to reduce to practice
ii. Second to reduce to practice if first to conceive AND  reasonable diligence in reducing to practice
b. The first party to file – for all patents filed after 3/16/13 (AIA)
i. Effective date may be earlier from Provisional Patent or foreign filing under Patent Cooperation Treaty 
ii. Unless, first filer “derived” invention from another
1. Derivation proceeding before Patent Trial and Appeal Board
3. Everywhere else
a. First party to file for the patent
4. Griffith v. Kanamaru – D 1st to file. P first to conceive but did not reduce to practice before D invented. Did P demonstrate reasonable diligence in reducing to practice before D invented by waiting for funding and for research assistant. 
a. Rule: Even if you are first to conceive but not first to file, but you can demonstrate that you were making progress in diligent efforts to reduce to practice, you can still get the patent. 
b. What delays are reasonable? 
i. Normal problems and limitations encountered 
ii. Can’t just sit on it
c. What are diligent efforts?
f. Theories of Patent Rights
i. Incentivizing innovation
1. Utilitarian, economic welfare
ii. Prospect theory (Not prevalent in US)
1. Efficient to repose rights in single entity so as to promote highest and best use 
iii. Naturel rights (Not prevalent in US)
1. Product of one’s own labor
g. Patent Authorization
i. 35 USC §101
1. 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.
h. Formalities of getting a patent
i. Costs about $374,000
ii. Must file for patent separately in each country
1. Variation: EU patent application
iii. Application must contain:
1. Specification
a. Abstract (summary)
b. Background of the invention
c. Written description – The disclosure
i. What the invention is
ii. How it works
iii. What it does
iv. How to use it
v. Shows that the inventor is in possession of the invention at the time of application
1. Shows that inventor hasn’t filed prematurely or on conjecture
d. Claims
i. Legal metes and bounds of the exclusive rights
ii. Sets out parameters of exclusive rights – like a deed
iii. Written by and for the lawyers
2. References to prior art
a. Knowledge that is in the public domain 
b. When patent is challenged as non-new, you use prior art to compare and show it is
c. Failure to disclose prior art may violate §112
3. Oath
i. Securing a patent - Steps
i. Conception (the idea)
ii. Reduction to practice (working model)
iii. Patent Prosecution
1. Application filed with USPTO 
a. Specify field of invention
b. Filing fee
c. Effective filing date is important
i. Actual filing date may relate back to:
1. Invention (52 Act) for filings before 3/16/13
2. Provisional or PCT filing
a. File prematurely before you’re ready with less information in hand than you would need for a non-provisional/ 
b. Good for 1 year. After 1 year, you have to file another or abandon it. They don’t get examined, they just sit there until converted to actual application. 
ii. Why would you want to do this?
1. Cuts date of prior art required
2. Examination by subject matter group (unit)
a. Assigned an examiner with background in that particular field who makes determination of eligibility 
b. Office action: 
i. Initial rejection (usually)
ii. Examiner can approve some claims and reject others
c. Response:
i. Amended claim, argument and interview
d. Allowance or final rejection and appeal to the Patent Trial Appeal Board (PTAB)
e. Takes about 44 months
3. Opposition
a. Applicant mostly interacts with PTO
b. Once published, someone can appose patentability 
i. More common in Europe than US
4. Allowance (issue)
5. Post Grant Review / Re-Exam
a. Initiated by the patentee because there may be some vulnerabilities in the patent that need to be cleared up
b. Some of these procedures are allowed during any point in the patent life
iv. Enforcement 
1. Patent infringement cases
a. Take place in federal court only, usually the Federal Circuit
2. Importing patented product 
a. International Trade Commission (ITC) – they would bar the item from entry into the US. This happens in the Court of International Trade.
b. Alternative forum to address infringing products
c. Administrative process – subject to judicial review 
d. Remedies – import exclusion and/or cease and desist orders
e. Fast track process
f. Governed by § 337 of the U.S. Tariff Act of 1930
i. Generally addresses unfair competition by imported products
ii. Complainant must prove:
1. Infringement by imported articles
2. Existence of affected US industry (possibly discriminatory against non-US IP holders
j. How patent value is realized
i. Working the patent
1. Selling the product 
ii. Assignment
1. Sale of patent rights
iii. License
1. Authorization for use
2. Can be exclusive or non-exclusive
iv. Damages through infringement suits
II. Types
a. Utility (Functional invention)
i. The right to exclude others from
1. Making
2. Using
3. Selling and offering
4. Importing 
ii. In a technical invention
iii. For a limited term (20 years)
iv. Note: The right to use is not conferred by a patent
1. If there is a regulatory agency that requires regulation and approval of a product, that trumps
2. EX) Medical device, pharma, pest control, etc.
b. Design
i. Ornamental design for articles of manufacture
ii. EX) Shapes of parts on automobiles
c. Plant 
i. Any distinct and new variety of plants (non-sexually reproducing plant)
III. Elements
a. Patentable subject matter - §101
i. Some discoveries are excluded = laws of nature, natural phenomena, abstract ideas
1. If using law of nature, must apply it to new and useful end
2. Law of Nature Doctrine – PTO Guidance for examiners:
a. Does the claim as a whole recite something significantly different than the judicial exception?
i. By practically and significantly applying the exception, or including steps demonstrating a significant difference
b. EX) Significant difference in structure from naturally occurring item
c. EX) Meaningful limits on the claim such that others are not foreclosed from using the law of nature
d. EX) Claim includes a machine or transformation of the naturally occurring item 
ii. Categories:
1. Process
2. Machine
3. Manufacture
a. Production of articles from raw materials with new forms, qualities, properties or combinations
4. Composition of matter
a. All compositions of 2 or more substances, including chemical union
5. Or improvement thereof
6. Note: Only technologies that are known in 1952 are patentable, Congress can expand subject matter. To exclude a new field would require a strong showing. 
iii. Funk Seed v. Kalo Inoculant – Mix of bacteria to inoculate nitrogen producing plant. Each of the species claimed worked as it always worked and the combination did not create a new bacteria. This is the distinction between discoveries and inventions
iv. Diamond v. Chakrabarty – Genetically engineered microorganism to treat oil spills. Examiner rejects because nature and living things aren’t patentable. PTAB recognizes that it is modified. Court of Appeals reverses. Genetically modified organism meets definition. 
v. Mayo v. Prometheus – Method for optimizing drug treatment with drug that is not claimed. Instructions were to stay within range. 
vi. AMP v. Myriad Genetics – Application for BRCA gene. It exists in nature even though it is isolated by the lab as composition of matter. It is not transformed from its natural state. Not patentable.
vii. Ariosa v. Dequenom – Method for extracting fetal DNA from maternal blood. The DNA is not claimed, just the diagnostic method.
b. Novel - §102
i. Not previously known or used in the public domain
ii. Must add to public knowledge base
iii. Invention is not already described in Prior Art 
1. Prior art is information that is in the public domain at the time of invention (52 Act) or effective filing date (AIA)
iv. Defeating novelty – Anticipation with Prior art
1. Documentary evidence: prior patent or publication (foreign or domestic)
a. Only if the reference enables a PHOSITA to practice the invention
2. Non-documentary evidence: prior application, public knowledge, public use, on sale (foreign or domestic)
3. Conception alone doesn’t constitute prior art because the technology is not yet known – only when reduced to practice is it known
a. Reduced to practice when:
i. Successful trials
ii. When mechanism of action is understood
4. Public use required also?
a. Public use when: 
i. Done openly in ordinary course of business
ii. Need not be known by public at large, but use or knowledge needs to be corroborated
1. Otherwise too easy to construct prior use
2. Secret use not disqualifying but may be suspect
5. Rosaire v. National Lead – Method patent for mineral samples. Because of earlier conception, was invention reduced to practice? Court rules that conception alone does not constitute prior art because the technology is not yet “known.” Once reduced to practice (at least in public), the technology is known. 
v. Statutory Bar – also in §102 (1952 Act)
1. Similar to novelty but does not defeat novelty. Still denies patent.
2. Once you have your invention, you have 1 year to file. If you wait more than a year, you don’t get a patent even if satisfies all other requirements. 
3. Creates 12-month grace period after disclosure of invention
4. Efforts to commercialize do not have to succeed
5. Exceptions under 1952: 12 months regardless of who discloses
6. Exceptions: Grace Period under AIA 
a. No grace period for disclosure by 3rd party
b. Unless 3rd party learned invention from applicant
7. City of Elizabeth v. Pavement – Process for making better roadway pavement. Inventor was testing his product, he was not using it in public so his invention was not abandoned. 
8. Rule: Experimental use is not abandonment, even if experiment is done in public. 
c. Utility 
i. Invention must actually work
ii. Not just a moral/social judgment of utility, but some application to a real world application 
1. EU has higher standard
iii. Governed by Manual of Patent Examining Procedure §2107
1. Invention must have well-established utility 
a. If a person of ordinary skill in the art would immediately appreciate why the invention is useful AND
b. The utility is specific, substantial and credible
2. Specific Utility: 
a. A particular practical function must be identified
i. What it does, how it works, what the problem is it fixes
ii. EX) treatment of diabetes, not just treatment of disease
iii. EX) A gene sequence can’t be patented unless the protein it codes for is identified
3. Substantial Utility: 
a. A significant and presently available benefit to the public 
b. Avoids frivolous uses and throw away inventions
4. Credible Utility:
a. Invention must actually work and be reduced to practice to show how it works
b. Excludes hypothetical, inoperative, incredible inventions
iv. Utility in a product patent
1. Product (machine, manufacture, composition of matter) must have specific function
v. Utility in a process patent
1. The process must produce a useful product 
a. The product itself must meet utility requirement but need not be patentable
vi. Utility in drug patents
1. For PTO, animal trials suffice
2. For FDA, human clinical trials needed
3. You don’t need to get a patent to get FDA approval, but then you don’t have market exclusivity
a. Exclusion: Generics
vii. Use Patents
1. Use of a patented product for a new purpose
2. EX) Viagra was once used for heart disease. Then claimed patent for same drug for erectile dysfunction. 
viii. Brenner v. Manson – Method for production of chemical compound. It was rejected by examiner, reversed by CCPA because it produced a known product (too broad), and reversed by SCOTUS. 
ix. In re Fisher – Patent application for DNA fragment. Claimed utility in identifying a gene product, but the gene was not claimed, only that it can be identified. Because per Brenner, process patent must disclose utility of end product, it fails to show substantial utility. 
x. Juicy Whip v. Orange Bang – Soda machine which simulates visual display of beverage but the real beverage is from concentrate below. Considered deceptive.
1. Rule: It is not a function of patent law to assure moral utility. That is left to other federal agencies and the states. 
d. Non-obvious extension of prior art - §103
i. This element was added by the 1952 Patent Act – 35 USC §103, AIA §103
1. A patent may not be obtained though the invention is new and not previous known, if the differences between the subject matter sought to be patented and the prior art are such that the subject matter as a whole would have been obvious at the time the invention was made to a person having ordinary skill in the art to which said subject matter pertains.
ii. Ordinary/casual improvements are not patentable 
iii. Obvious advancements are not inventions
1. Obvious = Can be attained with ordinary skill 
2. EX) X-ray tech who finds better way to read x-ray. Compared to radiologist that’s thinking about these things at a higher level. 
iv. An inventive leap, some degree of ingenuity required
v. This is an ex ante issue
1. What would a PHOSITA have known at the time? Not what she learned from the invention. (ex post). Pretend you don’t know what in fact you do know.
vi. Basic Factual Inquiries
1. Survey prior art
a. Assemble all prior art pertinent to the invention 
2. Comparison of prior art and claimed invention
a. Does prior art “teach” or “suggest” further steps?
b. Does the difference require an inventive step?
3. By a Person Having Ordinary Skill In The Art (PHOSITA)
a. Fictional character (compare reasonable man)
b. Obviousness is objective, not subjective, standard
vii. Federal Circuit Test:
1. Objective, documented evidence to avoid problem of “hindsight” bias
a. Cannot rely on common sense or general knowledge
viii. CAFC “TSM” Test:
1. Invention is not obvious in the absence of a proven Teaching, Suggestion or Motivation
a. Obvious only if prior art teaches or suggests to a PHOSITA how to practice the invention, or motivates her to try to achieve the innovation.
2. This is a patent friendly test – makes it hard to reject.
ix. SCOTUS overrule TSM Test: 
1. Whether a person of ordinary creativity in the field, and posing the normal skill base, would be induced to try to create the invention? 
a. Same as PHOSITA? More subjective?
2. Examiner may consider background knowledge, inferential knowledge and interaction of multiple prior art
3. TSM still means of exclusion. Step 1 in obvious inquiry. 
x. Secondary considerations:
1. Eventual commercial success
2. Long felt, but unresolved, needs
3. Failure of others to achieve the invention
xi. Graham v. John Deere – Patent for vibrating shank plow. It was an improvement from a previous patent which caused less wobble, wear and easier to repair. It was probably novel and useful, but it was an obvious improvement to a PHOSITA.
xii. KSR v. Teleflex – Patent for adjustable pedal assembly with electronic throttle control. This is a gas pedal. District court finds obvious. CAFC remands because TSM test was not used. SCOTUS overrules TSM test. 
e. Specification/Disclosures - §112
i. Inventor must disclose what the invention is and how to use it 
ii. Specification contains:
1. Written description of invention
a. Sufficient to show that applicant is in possession of the invention as of filing date
i. Must describe the invention with all its limitations
ii. Claims cannot be broader than the description
1. But can use examples that do not limit the claims
2. Claims often include “preferred embodiment” but need not be limited to that if description includes other embodiments
b. Goal: Clearly convey the information that an applicant has invented the subject matter claimed 
c. O’Reilly v. Morse – Application covered entire field of electro-magnetism, not limited to specific apparatus. Court says this is too broad because he is simply not in possession of the entire field. He only reduced it to practice for a particular apparatus. 
i. Rule: Can’t claim a scientific or engineering principle. Can claim a technology embodying the principle. 
2. Enablement
a. Sufficient to teach those skilled in the art how to make and use without undue experimentation
b. Incandescent Lamp Patent – Improved lightbulb. Sawyer/Man invented carbonized paper but were unable to develop material with high resistance, thus the specification did not disclose or enable its use.
i. Rule: Void if description is so vague that PHOSITA can’t tell how to use it w/o independent experiments
ii. Rule: Can claim a class of materials only if their common qualities are disclosed.
3. Best mode
a. The specification shall set forth the best mode contemplated by the inventor of carrying out his invention at time of filing
i. Policy: to prevent minimal disclosure that would allow inventor to retain preferred embodiment as a trade secret
ii. Problems
1. Too subjective and uncertain
2. Removed as litigation defense in AIA but still can be grounds for rejection
iii. Claims
1. Definiteness
a. Full, clear, concise and exact terms as to enable any person skilled in the art to make and use the invention. 
b. Specification shall conclude with claims particularly pointing out and distinctly claiming the subject matter. 
c. Purpose of definiteness  is to ensure that the scope of the claims is clear so the public is informed of the boundaries of what constitutes infringement of patent. 
i. Secondary purpose is to determine whether the claimed invention meets the criteria for patentability
d. Claim must have reasonable certainty, a particular meaning 
i. Must inform PHOSITA the scope of invention
e. Applicants may use any style of expression which makes clear the boundaries of protection being sought
f. Nautilus v. Biosig – Invention relates to monitor on exercise equipment which eliminates the effects of muscle artifact in the detection of user’s heartrate. The claim is too indefinite. CAFC says it’s enough to come up with some definition but SCOTUS says it has to be specific enough to tell PHOSITA how to use.
2. Types of Claims
a. Independent
i. Different parts/elements of an invention
ii. Independent claims need to be related to a single invention but do not affect each other’s validity or interpretation
iii. Typically written in broad language
1. EX) chair
iv. Claim 1 is always independent
b. Dependent
i. Restrict earlier claims 
1. EX) Chair with 4 legs
ii. Narrower rights, but greater chance of validity
iii. Multiple dependent claims permitted, each restricting ones above
1. EX) Chair with 4 metal legs
iv. If claim 1 gets knocked out, claim 2 becomes independent claim
3. Prosecution History Estoppel AKA File Wrapper Estoppel
a. If given up claim to save the patent, you are later estopped from claiming the broad interpretation of your claim because you already surrendered it in your prosecution history. You are estopped from arguing it later.
f. Drawings - §113
g. Oath - § 115
h. Infringement – 35 USC § 271
i. Defined: Whoever without authority makes, uses, offers to sell, or sells any patented invention with the US or imports into the US any patented invention during the term of the patent, infringes on the patent. 
ii. Steps in proving infringement
1. Interpret (construe) the patent claims – Claim construction
a. Not dissimilar to statutory interpretation
b. Determination by the judge, not jury
c. Markman Hearing
i. Usually at early stage of litigation
ii. Can include expert testimony
iii. Does not violate 7th Amendment
d. Central issue in most patent cases
2. Compare claims (as construed) with accused device/method
a. Does any claim “read on” the accused device?
b. This is a question of fact for the jury
iii. Types of Infringement
1. Direct Infringement 
a. Literal Infringement
i. Each and every element recited in a claim has identical correspondence in the allegedly infringing device or process
b. Infringement by Equivalents
i. If an element of the accused devise or process performs substantially the same function, in substantially the same way, to achieve substantially the same result (as an element in the claim)
ii. Doctrine of Equivalents
1. Minor variations will not shelter piracy
2. Triple Identity Test:
a. Performs substantially the same function
b. Substantially the same way to obtain the
c. Same result 
3. Applying the test
a. Would a PHOSITA know that an infringement of the claim was interchangeable with one in the accused devise?
c. No Infringement
i. If any element of the claim is missing (both literally and equivalently) in the accused devise or process
iv. Larami v. Amron – Both devices are water guns. The claims very in language. One says “chamber therein for liquid” and the other says “external water reservoir.” This is not literal infringement. No infringement by equivalents because the difference between internal and external barrel are found to be substantially dissimilar. 
v. Indirect Infringement
1. Inducement - 35 USC § 271(b)
a. Whoever actively induces infringement of a patent shall be liable as an infringer
b. Elements:
i. Knowing of the existence of the patent
ii. Intent that the patent be infringed
iii. Actively inducing – Cause, urge, encourage or aid
iv. Direct infringement by a 3rd party
c. EX) Supplying plans to construct infringing device
2. Contributory Infringement - 35 USC § 271(c)
a. Whoever offers to sell, sells or imports a component of a patented devise 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 noninfringing use, shall be liable as a contributory infringer.
i. Elements: 
1. Help with component of infringement
2. Knowledge of use for infringement
3. No suitable non-infringing use
b. There can be no contributory infringement unless there is direct infringement by a 3rd party
c. C.R. Bard v. ACS – Method for administering angioplasty treatment which is allegedly a component used in practicing a patented process. Jury could find substantial non-infringing use of ACS catheter.
3. Divided Infringement 
a. Single Entity Rule - 35 USC § 271(a)
i. Generally requires a single actor to practice every element of the claim
b. Divided Infringement
i. Where various elements of a claim are performed by different parties 
1. Common with some method patents
ii. No direct infringement under § 271(a)
iii. Can there be indirect infringement (inducement) even if no direct infringement?
1. Joint Infringement
a. Where 1 party directs or controls other party 
b. CAFC holds single entity rule not required 
2. Akamai v. Limelight – Computer delivery network process patent. Akamai tags computer content and caches it on its server for delivery to multiple customers. Limelight performs some steps of the process but customers perform others. Limelight is responsible for the actions of its customers. Joint infringement is a form of direct infringement. 
iv. Congressional override: 
1. 271(f) – Whoever causes to be supplied in or from the US a substantial portion of the components of a patented invention in such a way as to induce the combination of such components outside the US in a manner that would infringe if it occurred in the US, shall be liable as an infringer. 
a. Life Tech v. Promega – Rules that a single component cannot be substantial. It limits the extraterritoriality of US patent law. This is a growing issue with international supply chains. 
2. 271(g) Process Patents & Importation
a. Whoever without authority imports into the US or sells a product which is made by a process patented in the US shall be liable as an infringer. 
vi. Defenses to Infringement 
1. Non-Infringement
2. Patent Invalidity
3. Inequitable Conduct (fraud on the patent office)
4. Exceptions
a. § 287(c) – Medical practitioners
b. § 271(e) – Experimental/Research Exceptions
i. Most countries exempt experimental use 
1. Patent right shall not extend to the working of the patent for the purposes of experiment or research
ii. Narrow US rule – common law (not codified)
1. Exception for pure academic purposes only
2. Potential commercial use or business objectives defeats exception
a. EX) Funding, status
iii. Generic Drug Research Exception
1. Generic drug manufacturer begins using the patented drugs in a manner that would normally be an infringement. They don’t have to reverse engineer, it is already published. They have to make the patented drug and show the FDA that their version works the same way. They’re infringing the patent in order to get FDA approval for it once the patent expires so that they can hit the market immediately.  
2. Merck v. Integra – Merck funds research using patented peptides. Research is directed towards other use of the drug. Is the exception limited to generic of approved use or any end result that would require regulatory approval?
3. Research exception extends to all activity reasonably related to developing info for submission to FDA
a. Same drug, different uses
b. Analog drug
c. Step along way to develop different drug
d. Includes testing that is never submitted to FDA
vii. Remedies - § 281
1. Damages - § 284
a. Retroactive relief to compensate for past harms
b. Legal remedy
c. Theory is that money that would put patentee in as good a position had there been no infringement (reasonable royalty) 
d. Considerations:
i. Lost Profits (measure of actual damages)
1. For patentee who are practicing the patent, additional profits that would have been earned had there been no infringement
2. Not profits gained by infringer, but lost by patentee
3. Requires expert testimony on economic substitutes, price elasticity, market discipline and other factors
ii. Reasonable Royalty
1. When actual damages cannot be proven
2. This is the floor for damages
3. Based on hypothetical arms-length ex ante negotiations for out-licensing to infringer
4. Georgia Pacific 15-Factor Test: 
a. Royalties received for licensing
b. Rates paid by licensee for use of other comparable patents
c. Nature and scope of license
d. Licensor’s established policy and marketing program to maintain monopoly
e. Commercial relationship btw licensor and licensee
f. Effect of selling patented product in promoting other sales by licensee
g. Duration of patent and term of license
h. Established profitability
i. Utility and advantages of patent over old modes
j. Nature of patented invention
k. Extent to which infringer has made use of invention
l. Portion of profit or price customary in industry to give as royalty
m. Portion of realizable profit that should be credited to invention
n. Opinion testimony of qualified experts
o. Amount a licensor and licensee would have agreed upon
p. Note: Juries have difficulty in applying this test
e. Enhanced Damages - § 284
i. The court may increase the damages up to 3x the amount found or assessed to deter willful infringement 
ii. In re Seagate Tech (Fed. Cir. 2007)
1. To establish willful infringement, patentee must prove:
a. That the infringer acted despite an objectively high likelihood that its actions constituted infringement (objective)
b. Risk of infringement was either known or so obvious that it should have been known to the accused infringer (subjective)
iii. Halo Elec. V. Pulse Elec (S.Ct. 2016)
1. Seagate test is too unduly restrictive
2. Courts have equitable discretion regarding enhanced damages
2. Injunction - § 283
a. Prospective relief to prevent ongoing or future harms
b. Equitable remedy
c. Types of Injunctions
i. Temporary Restraining Order (<14 days)
ii. Preliminary Injunction (pending trial)
iii. Permanent Injunction
1. Test:
a. Irreparable injury
b. Damages are inadequate
c. Balance the hardships between P & D
d. Consideration of public interest
d. eBay v. MercExchange – ME created computerized market. eBay and ME failed to reach licensing agreement and ME sued for infringement requesting an injunction. Me won but injunction was denied. $ was clearly adequate remedy because that’s what they wanted in licensing. Huge hardship for eBay because entire business would collapse. 
i. Patent Trolls
i. Patent Assertion Entity/Non-Practicing Entity
1. Derives value from damage awards, rather than practicing the patent or out-licensing
2. Most such patents are purchased in bulk at bankruptcy rather than PAE’s own research
3. Good investment in some industries where infringement is hard to predict or avoid
4. Arguments against:
a. Stifles innovation and product development
5. Arguments for:
a. Creates liquidity in patents
j. Administrative Review
i. PTO proceedings in lieu of litigation 
1. Heard by Administrative Patent Judges
ii. Ex parte Reexamination (of issued patent)
1. Limited to novelty and obviousness
2. Prior art limited to patents and printed publications
3. Only patentee participated (once instituted)
iii. Inter partes Reexamination
1. Limited participation by challenger
2. Phased out by AIA – folded into IPR
iv. Inter Partes Review (IPR)
1. Any time during life of patent
v. Covered business method review (CMBR)
1. Any ground for invalidity 
2. Reflects tightened rules for BMPs
vi. Post Grant Review (PGR)
1. Within 9 months of issue (or reissue)
2. On any ground going to patentability 
vii. Estoppel provisions (related civil case)
IV. Antitrust and IP Misuse
a. Governed by Sherman Act
i. Section 1, 15 USC §1
1. Outlaws cartels (contract, combination and conspiracy in restraint of trade) 
2. Includes price fixing
ii. Section 2, 15 USC §2
1. Outlaws monopolization
iii. Act provides for criminal and civil liability
1. Enforced by DOJ Antitrust Division and Federal Trade Commission
2. Clayton Act (15 USC §15) creates private causes of action including treble damages
b. Per se vs. Rule of Reason
i. Per se
1. Reserved for irredeemable antitrust violations 
2. Includes price fixing
3. No permitted justifications
ii. Rule of Reason
1. Applied to other restraints
2. Court considers pro-competitive justifications
3. Plaintiff must demonstrate possession of market power
c. Employment
i. US v. Adobe Systems
1. DOJ asserts 5 bilateral no cold call agreement to be per se §1 violations
a. It eliminated a  significant form of competition to attract high tech employees
b. Not ancillary to any legitimate collaboration
c. Firms are direct competitors for employees
2. Affected competition for inputs, not competition to sell outputs
a. Cartel’s goal is to suppress prices
b. Note complaint is civil – DOJ seeks injunction
3. In re High Tech Employee Antitrust Litigation
a. Plaintiffs make use of DOJ case
b. Proposed settlement would have provided for $324.5 million
c. Amended settlement $415million
d. Fraud on the Patent Office
i. Effects:
1. Patent rendered unenforceable (patent misuse)
2. Loss of antitrust immunity so antitrust cases can go forward
3. Exposure to treble damages under Clayton Act §4
a. You get exposed to private plaintiffs who can come after you
i. EX) Competitors who haven’t been able to practice their invention because of your fraudulent patent
ii. It is what a Defendant asserts, typically competitors – He didn’t infringe because patent was invalid and/or fraudulent
iii. Walker Process (1965) – Food machinery swore it neither knew nor believed invention was in use prior to 1 yr before application. In fact, Food Machinery had engaged in such prior use. 
1. Enforcement of fraudulently obtained patent may violate Sherman Act §2
e. Inequitable Conduct vs. Fraud
i. Inequitable conduct (shield) does not establish Walker Process (sword)
ii. Walker Process fraud requires higher showings of both materiality and intent
iii. For antitrust purposes, the essence of antitrust violation is not the fraudulent procurement of a patent, but the exercising fraudulently procured patent and essentially operating a fraudulent monopoly. 
iv. Walker Process fraud requires higher showing of both materiality and intent
1. For materiality, you must show the patent would not have been issued but for reliance on misrepresentation or omission 
2. It is harder to establish fraudulent intent because there could be non-fraudulent reasons for omission 
f. Antitrust standing analysis
i. Is injury of the type the antitrust laws were intended to prevent?
1. Purchasers are forced to pay supra-competitive prices do suffer antitrust injury
ii. Are purchasers efficient enforcers?
1. Purchasers suffered direct injury
2. Purchasers are motivated to enforce antitrust 
3. Effects can be measured
4. Recovery can be apportioned between purchasers and competitors to avoid duplicative recoveries
g. Standing to challenge validity
i. If patent is valid, Walker Process claim cannot stand
1. Invalidation only possible if:
a. Counterclaim in infringement suit
b. Declaratory action by competitor or one threatened by suit
c. Note: Purchasers do not satisfy these requirements. Consumers don’t have invalidation standing, they have antitrust standing. Competitors have invalidation standing but often don’t have antitrust standing. 
h. Ritz Camera v. Sandisk – Ritz (direct purchaser) sues SanDisk under Sherman Act based on fraudulent procurement of patents (nondisclosure of prior art). Court holds Walker Process claim doesn’t seek annulment of patent, but antitrust relief. Thus, direct purchasers have Walker Process standing even if they do not have standing to challenge patent. Sandisk did not deserve the patent. Had it not been fraudulently procured, there would have been other competitors making them. 
i. Therasense v. Becton – District court finds patent unenforceable due to inequitable conduct when party made claims inconstant with assertions made in EPO filings. Court decided to rewrite law of inequitable conduct because the court said with low standards of intent, it is more burdensome and litigation is costlier so new standard was formed. 
j. Equitable Conduct Doctrine
i. Judicially created doctrine (equitable defense – species of unclean hands doctrine)
ii. Remedy evolved from dismissal of suit to enforcement bar
iii. Requires finding of:
1. Intent to deceive 
a. Specific intent to deceive the PTO
i. Gross negligence does not satisfy
ii. Applicant must know of reference, know reference is material and have made a deliberate decision to withhold
b. Where there are multiple reasonable inferences, intent to deceive cannot be found
c. Party alleging inequitable conduct bears burden of proof
2. Materiality
a. But for materiality
i. Would PTO have allowed claim if aware of undisclosed prior art?
ii. Patentee obtains no advantage from misconduct if patent would issue anyway
iv. Charge expands scope of discovery 
v. Validity defenses are claim specific, inequitable conduct renders entire patent unenforceable
vi. Inequitable conduct may spawn antitrust and competition law claims
vii. Grounds for possible award of attorney’s fees
viii. Could go all the way to fraud, but could be much less. Conduct oneself before the PTO with less than canter. The examiner is trusting the patent lawyer to be fair and truthful – and not a selective disclosure. Failing that standard may not be sufficient to satisfy fraud, but could still be inequitable conduct. Would not get into antitrust territory with this. 
k. Patent Misuse Doctrine
i. History
1. Morton Salt – SCOTUS refused to enforce patent where Morton was using patent contrary to public policy. Morton license agreement for patent salt-depositing machine required use of salt tablets produced by Morton. Machine = tying good. Salt = tied good. SCOTUS said it was misuse to make the customer purchase salt exclusively from Morton.
a. Tying: Where one party has some kind of market power in a particular good and that is called the tying good. And then as a matter of commercial practice, it requires that anyone wanting access to the tying good must purchase another good, which is called the tied good. 
i. EX) Xerox – had patents in first successful photocopier. They wanted you to buy paper and ink from them if you wanted to photocopy. 
2. Patent misuse also recognized in cases involving price fixing and territorial restrictions
3. Now: Patent misuse premised on tying now requires showing of market power [35 U.S.C. § 271(d)(5)]
ii. Separate Products Doctrine
1. Key factor is whether the tied product is a “staple”
2. Patent misuse test: Suitable for substantial non-infringing use
3. Antitrust test: Separate product determination turns not on the functional relationship between the, but rather on the character of the demand. Genuine issue of material fact.
4. Tying is a species of antitrust violation but it might not be sufficient to be an antitrust violation. What may be adequate for a patent misuse claim, may not be adequate for an antitrust claim, but if there is an antitrust claim, there will definitely be a patent misuse claim. 
a. Distinction: In patent misuse, if the tied product is suitable for substantial non-infringing use (EX) paper going into a Xerox machine), that’s more likely going to be a separate product. If it can only be used to practice the patented process, then it’s part of the complete product. 
i. The same set of facts can be used to render the patent unenforceable but the standard for using patent misuse affirmatively in an antitrust context is stronger
ii. If it is a staple, then it shoes it’s 2 different products. If the analysis shows it’s really a single good with 2 components, we don’t look at tying. Is there a separate demand for each good? 
5. Fed. Cir. Holds that it is not inconsistent to find tying to constitute patent misuse on SJ, yet deny antitrust violation on SJ. 
6. Senza-Gek v, Seiffhart – Infringement of a process patent. License of process patent requires use of Senza-Gel’s macerator machine (tied product). Court found the machine was suitable for substantial non-infringing use. 
iii. Monsanto v. Scruggs – Monsanto licenses its patented Roundup Ready technology to seed companies. The companies may not sell seeds to growers unless growers sign license agreement limiting use to single crow. Scruggs (farmer) did not sign license agreement, saved seeds, and Monsanto sued him for infringement. Scruggs raises patent misuse defense, counterclaims for antitrust violations. Fed. Cir. Holds this is a valid exercise of patent rights and that the no research policy is a permitted field of use restriction. 
l. Misuse of Copyright Doctrine
i. No SCOTUS authority as to existence of copyright misuse doctrine
ii. Lasercomb America v. Reynolds – Reynolds infringed on Lasercomb’s software. Reynolds used misuse of copyright as defense because there was improper term in license agreement. Court recognized copyright misuses by analogy to patent misuses. 
m. Refusal to License Patent
i. Refusal to License/Deal
1. No antitrust liability
2. Consistent with patent monopoly, absence of working requirement
3. But what about Standard Essential Patents (SEPs)?
ii. Concerted Refusal to License
1. If 2 parties that each have patents and share with each other, then collectively agreeing to refuse to deal has antitrust liability
2. Sherman Act §1 offense
iii. Can prospective licensee dictate terms of license?
1. How much can he charge? Parent-holder can make terms so unappealing, that no one would want to license. 
iv. Is this tying? (patent misuse)
v. Princo v. ITC – Phillips and Sony combine solutions to make a CD together. They agree to use Philips’ patent to incorporate in Orange Book. They offer package license which includes both patents. The license has field of use restriction – production of CDs only. Princo starts licensing, then stops paying fee. Phillips goes to ITC to obtain export exclusion order to keep Princo’s products from coming into US. Princo argues patent misuse.  Fed. Cir. Holds that package license is not tying because uniform package fee minimizes transaction costs and avoids disputes. Access to a patent that has no commercial value is not harmful.
n. Post-Term Royalties
i. Royalty obligations on expired patent unenforceable
1. Rule from Brulotte 1964
ii. Kimble v. Marvel – Kimble had a patent and approached Marvel to license his product. Marvel refused and introduced own similar product. Kimble sued Marvel for patent infringement, parties settled on a license which included a running royalty with no specific limit. Marvel discovers Brulotte and seeks declaratory judgement for no further royalties. 
iii. Compare Warner Lambert v. Reynolds (Listerine case) – Royalty obligation on trade secret is enforceable notwithstanding general disclosure. They can contract however they see fit. TS do not have natural term. No federal policy to justify preemption of operation of state contract law. The parties did not contract for this so the court will not imply a limitation. Lambert is required to continue paying royalties as long as it manufactures and sells Listerine. 
iv. Work-arounds
1. Payment of royalties may be deferred beyond expiry of patent
a. But royalties cannot be “based on” post-term commercialization
2. Brulotte is triggered by the last-to-expire patent when multiple patents are licensed
3. Where patent and know-how are licensed together, royalties may continue beyond patent expiry so long as royalties “step down”
v. Policy:
1. Stare decisis – preserving parties’ expectations
2. Patent policy, not antitrust policy
a. ROR analysis is litigation nightmare
3. Deference to Congress
4. See Alito’s Dissent
a. What were these parties’ expectations? Effect of Brulotte on innovation?
V. Software
a. What is software?
i. Computer code
1. Instructions that are processed by computer
ii. Code “languages”
1. Source code – programming language
a. High-level code often readable by humans (plain text)
b. Human expression – protectable by copyright
2. Assembly language – intermediate step
a. Alphanumeric labels (convertible to binary)
3. Object code – binary by conversion
a. Low level computer-readable code (bits, 0s and 1s)
b. Can be copyrighted – protectable 
c. Usually not readable by humans or editable 
i. May be disassembled/decompiled to yield assembly/source code
1. Infringes if designed to emulate instructions (non-literal copying)
2. No infringement if designed to uncover ideas in the source code
d. Performing the coded functions does not violate copyright
i. To extent object code is functional, it is not copyrightable subject matter
ii. But it violates a patent if the program is patented
4. Machine code 
a. Parts of object code executed by specific components
b. Copyright
i. Copyrighted expression not confined to literal elements 
1. What are non-literal elements?
a. Plot, sub-plot, characters, relationships, events, title, setting, etc.
ii. Ideas/expression doctrine
1. Only protects original expression
2. Ideas and facts are not copyrightable
iii. Other non-copyrightable elements
1. Scenes-a-faire doctrine
a. Certain stock characters belong to public domain
b. EX) Star cross lovers, greedy landlord, dashing knight on white horse
2. Merger Doctrine
a. When there’s a limited number of ways of doing something, in order to access an idea, the author of that idea cannot use copyright to lock up that idea
i. EX) Cereal box top collection. Only one way that can be done so no copyright
3. Deminimis doctrine 
a. A certain amount of borrowing is understood even if it’s copyrighted
iv. Infringement of Non-Literal Elements
1. CAI v. Altai – Altai hired former CAI employee who was familiar with the product they were trying to create a competitor for. He created a product that was 30% copied from original program. CAI sued for infringement and Altai decided to remake the program removing all copied portions. Court found that first program infringed but second program did not. Established the Abstraction Filtration Comparison Test of non-literal elements of software
2. Abstraction Filtration Comparison Test
a. Abstractions
i. Isolate each level of abstraction – moving from code and ending with ultimate function
ii. Levels of Abstractions – 6
1. Main purpose of program
2. Structure/architecture
3. Modules
4. Individual algorithms or data structures
5. Source code
6. Object code
7. Note: 5 and 6 are literal copying. There MAY be copyrightable expressions within 1-4. The higher you go up, the less likely you will find protectable expressive content. On the lower levels, there is more protectable expressive content.
b. Filtration
i. Separate protectable expression from non-protectable material (ideas)
ii. User merges doctrine, elements dictated by external factors, public domain elements
c. Comparison
i. What remains protected expression
3. Lotus v. Borland – Lotus developed computer menu with shortcuts. It is not possible to operate program without menu. Borland copied the menu to create its own program. Lotus sued for copyright infringement. The code is literal element, but knowing to use the shortcuts is non-literal element even though they only work because of what code provides. Court held that menu command hierarchy is not protected expression, but a method of operation ineligible for protection. 
v. Fair use of software
1. Intermediate copying of object code
2. Fair use factors apply to software 
a. Purpose and character of use
b. Nature of copyrighted work
c. Amount of substantiality of proportion used in relation to copyrighted work as a whole
d. Effect of use on market
3. Sega v. Accolade – Accolade admits to copying and uses fair use defense. The idea was how to make its games urn on the Sega platform. Court says there is a public benefit to having more games on the Sega platform. They copied not to counterfeit but to access the idea. 
c. Patent
i. Software patents appear in:
1. Integrated into operation-specific chip
2. Stand-alone code (for general purpose computer)
a. In machine-readable medium (EX) CD, Flash)
ii. Software programs must meet all Patent criteria 
1. §101 – Subject matter
2. §101 - Utility
3. §102 – Novelty and statutory bar
4. §103 – Non-obviousness (inventive step)
5. §112 – Written description, enablement, best mode
iii. Gottschalk v. Benson – Method for converting decimal into binary. Rejected by the court because the invention could be performed through any machinery or without any apparatus. The mathematical formula involved had no substantial practical application except in connection with the computer and the result of granting a patent would be to improperly issue a patent for an idea.
iv. Diamond v. Diehr – Patent application for a process for curing rubber which included mathematical calculations. Although mathematical formulas are unpatentable, claims that include such things are not thereby rendered unpatentable. This claim did not preclude others from using the formula, only from the method of curing rubber which includes the formula. 
1. Rule: Devices using computer programs are patentable. Unpatentable element doesn’t affect patentable parts. 
v. PTO Examination Guideless for Computer Related Inventions (1996) 
1. Software apart from devices would be ok if:
a. Embodied on machine-readable medium
b. It does something (is useful)
2. EX) We claim a program storage device readable by a machine, tangibly embodying a program of instructions executable by the machine to perform method steps
d. Business Method Patent
i. What is a business method?
1. Plan or system for conducting business 
a. Or improvement thereof
b. A process
i. Embodied in software (if computer-implemented)
ii. How to protect?
1. The idea –Trade secret
2. The expression – Copyright
3. The operation – Patent
4. The appearance – Trademark
iii. State Street Bank v. Signature Fin – Data processing system for financial services. Computer processing of data relating to a mutual fund to maximize efficiency and tax advantages. Requires computer but not one dedicated to this software. Court held that the transformation of data by a machine through a series of mathematical calculations constitutes a practical application of a mathematical algorithm. It is patentable if useful, concrete and tangible result. 
1. Rule: Mathematical algorithms or calculations that transform data into useful, concrete, and tangible results are patentable subject matter.
2. Aftermath:
a. Patent rush
i. Huge increase in business practice patent apps, mostly for ecommerce. 
b. Controversy and opposition from industry
i. Stifle competition without corresponding public benefit
ii. Business model patents are low quality, don’t really advance knowledge
c. First Inventor Defense Act
i. Business model patent unenforceable against prior user 
d. Business Model Patent Improvement Act (2000)
i. Tough examination and opposition proceedings 
ii. It was not enacted
iv. In re Bilski – Patent for method of hedging risk in commodities trading. Rejected because claims only solved a purely mathematical problem and thus was an abstract idea. Appeal Board rejected stating that the claims did not involve the “transformation” of anything and thus did not produce a “useful, concrete, and tangible result.”	
1. New rule: Software and business methods patentable if:
a. Implemented on a specific apparatus (machine) or
b. Transforms some tangible object (outside of computer)
c. This is the Machine-or-Transformation Test
v. Bilski v. Kappos – Patent app for instructions on how to protect against risk in energy commodities. Court holds: 
1. Machine-or-Transformation Test is too rigid. It is rejected as the sole test for process patents. Can be used positively but not negatively. 
2. Business model patents are not categorically excluded but sets a high bar 
vi. Alice Corp v. CLS Bank – Alice Corp had patent for escrow system. CLS claimed claims were invalid. Alice Corp filed countersuit for infringement. Court held it was an abstract idea but it adds something of significance to the idea and transforms it to a new and useful end. 
1. Rule: A claim that involves an abstract idea is patentable only if the balance of the claim adds something of significance to the idea, in that it transforms the idea to a new and useful end.
2. Question presented: Whether claims to computer-implemented inventions, including claims to systems and machines, processes, and items of manufacture, are directed to patent-eligible subject matter
3. Majority Approach:
a. Is the claim directed to an ineligible concept?
i. Laws of nature, natural phenomena, abstract ideas
b. If so, are there additional elements in the claim that apply (transform) those concepts?
i. This is a search for an inventive leap to make sure the claim is more than the ineligible concept.
ii. A claim that recites an abstract idea must include additional features (novel and useful implementation) to ensure that the claim is not simply a drafting effort to monopolize an idea.
4. Takeaway: A software program running on a general purpose computer must do more than simply manipulate numbers. It must do something outside the computer.
5. Life after Alice:
a. PTO Guidance on Subject Matter Eligibility
i. Pen and Paper Test
1. Does the program do more than simply perform a mental step?
ii. Are there non-abstract elements?
1. EX) transmitting data over the internet
2. Controlling an app’s display on a mobile device
3. Controlling functions outside of the computer
iii. Basic principle
1. Software must embody an inventive concept
vii. America Invents Act
1. Tax Strategy Patents
a. Unpatentable but tax prep software still ok - AIA §14
b. (d) Nothing in this section shall be construed to imply that other business methods are patentable or that other business method patents are invalid
2. Traditional Post-Grant Review for BMPs
a. Expanded PGR for existing BMPs
i. PGR otherwise applies only to apps filed after 2013
viii. Legislative Action
1. The 3 subject matter exceptions are only judicially created and can be overridden by statutory amendment
2. IP Owner’s Ass’n (IPO) proposal 
a. Overrule, Alice, Mayo, and Bilski
b. Whether the claimed invention as a whole, as understood by a PHOSITA exists in nature independently of and prior to any human activity, or exists solely in the human mind
VI. Artificial Intelligence
a. What is AI?
i. Computational Technologies 
1. That emulate human intelligence
a. Sensing, learning, reasoning, predicting, acting
b. Pattern recognition
c. Natural language processing
d. Social choice (game theory)
2. Internet of Things (IoT)
3. Crowd sourcing
ii. Spectrum of Intelligent functions
1. AI is approaching human processing power
iii. Degrees of AI
1. Artificial Narrow Intelligence (ANI)
a. Machine intelligence that equals or exceeds human intelligence at a specific risk (only in 1 area)
2. Artificial General Intelligence (AGI)
a. A machine with the ability to apply intelligence to any problem
3. Artificial Superintelligence (ASI)
a. An intellect that is much smarter than the best human brains
b. The “singularity” expected 2014
b. Types of AI
i. Cyber Physical Systems
1. Autonomous (“emergent”) Machine (robots)
2. Cyborgs & Brain Computer Interface (BCI)
a. Replacement that is more powerful than human equivalent
ii. Software
1. Bots
a. Smart Robots
i. Acquisition of autonomy
1. Through sensors
2. Inter-connectivity with other systems
3. Trading and analysis of data
ii. Self-learning from experience and interaction
iii. Adaptation to the environment
iv. Absence of biological life
b. Robot Types
i. Autonomous vehicles
ii. Drones
1. Imaging, search and rescue, military and police
iii. Industrial robots
iv. Care and medical robots
v. Personal robots
vi. Cyborg
1. Human repair and enhancement
2. Brain computer interface
c. Bot
i. Software that runs automated tasks
1. Productive or malicious
d. Botnet
i. Network of interconnected bots
1. Often compromised internet devices (zombies)
2. Commanded by a bot herder
e. Other Software AI
i. Mitek patent for remote check deposit
2. Deep Learning Systems
a. Machine learning pattern recognition
i. Typically in large data sets
ii. Unsupervised by humans
b. Mimics the human brain
i. Artificial neural network
1. Deriving meaning from data
2. EX) facial and speech recognition/computer vision
c. Simulated understanding
i. Reasoning and judgement
ii. Passes the Turing Test
3. Blockchain Systems
a. Elements of Blockchain technologies
i. (1) Connected computers that (2) reach agreement over (3) shared data
b. Security 
i. At the edge (immutable)
ii. At the center (mutable)
c. Examples
i. Identity credentials, IoT, Securities, Interbank settlement, Digital goods, Smart contracts
d. Overview -Bitcoin
i. Distributed ledger
1. Distributed: Can be found at many different sites (nodes)
2. Ledger: Time-stamped, immutable records (data structure)
ii. Created as the backbone for creation and exchange of bitcoins
1. Provides chronological record of ownership of bitcoins 
2. Functions as the bitcoin payment system 
iii. Open, pseudonymous, self-funding
iv. Order blocks for chain
1. Blocks contain transactions and yield “miner” incentive for creating new block 
2. Block headers refer to previous block and contain “hash” (fingerprint indicating contents)
e. Blockchain Features
i. All users (by generating fingerprints) may validate the consistency of the Blockchain
ii. Fingerprints link blocks into chain 
iii.  Blockchain (and hence its data content) is held at each node – no central server (but note role of)
iv. Resolving conflicts between nodes
1. Longest chain rule – does not require arbitration to resolve conflicts
f. Blockchain applications
i. Cryptocurrencies (Bitcoin)
ii. Traditional payment systems
iii. Title registries and exchanges
iv. Delivery documentation
v. Smart contracts
1. Located on Blockchain (Ethereum)
2. Digitally signed by contracting parties
3. At least one element of performance is directed executable
4. Satisfaction of some conditions can be verified
5. Drafting language (EtherScript) bridges legal concepts and code
6. MutliSig permits multiparty to approve execution
7. In financial services:
a. Investment bank
i. Trading and settlement of syndicated loans
b. Retail banks
i. Mortgage origination
ii. Letters of credit
c. Insurance
i. Claim management
g. Challenges
i. Bitcoin POW wasteful energy use
ii. Government need to enable, resist outlawing or overregulating uses
iii. Governance incentives, structures for updating protocols (hard fork problem)
iv. Use by criminals, tax evaders, terrorists, etc.
4. Video Games
iii. Decentralized Autonomous Organizations
c. AI and the Law
i. Law of the Horse
1. Are existing regulations adequate?
ii. Specific legal problems
1. Liability (duty of care, product liability)
2. Licensing (certification)
3. Discrimination and constitutional torts
4. Data privacy, safety and security
5. Taxation
6. Behavioral modification and political distortion
7. International (EX) cyber and robo-warfare)
iii. Regulating AI
1. Regulatory Goals
a. Safety, public good, reduce barriers to R&D, coordinate with industry and civil society
2. Regulatory Agencies
a. US Silo Approach
b. EU Agency for Robotics and AI (proposed)
3. Governance Issues
a. Robot Registration and ID
b. Open source/interoperability
iv. Promoting AI
1. National Science and Technology Council
2. Other funding agencies
v. National AI R&D Strategic Plan
1. Strategies and goals
a. Long-term investments in AI research
b. Develop effective methods for human-AI collaboration
c. Understand and address the ethical, legal, and societal implications of AI
d. Ensure the safety and security of AI systems
e. Develop shared public datasets and environments for AI training and testing
f. Measure and evaluate AI technologies through standards and benchmarks
g. Better understand the national AI R&D workforce needs
vi. Robot Rights and Responsibilities
1. EU Principles of Robotics
a. Beneficence
i. Robots should act in the best interests of humans
b. Non-maleficence
i. The doctrine of “first do no harm” whereby robots should not harm a human
c. Autonomy 
i. The capacity to make an informed, un-coerced decision about the terms of interaction with robots
d. Justice
i. Fair distribution of benefits associated with robotics and affordability of homecare and healthcare robots
2. Robot Rights & Responsibilities
a. Acceptable uses of AI governed by law
i. Applying human laws to autonomous AI
b. Accountability by design
i. Algorithms and architectures that conform to existing laws, social norms and ethics
ii. Preferred behavior when facing difficult moral issues or conflicting values
c. Robot biases
i. News feeds, push marketing, discrimination
d. EU recommendation – Electronic Person
i. Third existence (similar to pets)
ii. Legal personhood (similar to corporations)
vii. AI Torts and Crimes
1. Who is responsible?
a. Manufacturer, programmer, neural net trainer, data source
b. Bot created bots
c. EU proposes strict liability for robots
d. Mandatory insurance based on degree of autonomy
2. Data analytics/privacy/risk prediction
3. Security vulnerabilities
4. Collective bot action (antitrust)
d. IP in AI
i. Hardware
1. Essentially mechanical device patents
a. Cyborgs may need regulatory approval (FDA)
ii. Software
1. Deep learning systems analogous to BMPs
a. Special purpose chips not greatly affected by Alice Corp
b. IBM has 2,700 active AI patents
iii. Open Source limitations on IP  - EU proposal 
1. Free access to source code (safety concerns)
2. Mandatory interoperability
e. IP by AI
i. Current treatment and forecasts
1. EU Report: Criteria should be established for copyright in works by computers or robots
2. US Copyright Office (2014): No copyright for robots
a. Is this consistent with IP Clause in the constitution?
b. Copyright in Computer-Generated music
c. Artistic robots
3. WIPO: unclear whether humans creation required
f. Ethical issues in AI
i. Asilomar Conference
ii. Building ethical values into robots
iii. Simulated “consciousness”
1. Sensory feelings (pain)
2. Emotional feelings
iv. Lethal Autonomous Weapon Systems (LAWS)
1. Drones
2. Robot armies
g. Future in AI
i. 3D printing
1. Ecosystem of open source “user-innovators”
2. Infringement and regulatory enforcement problems
ii. AI in the Profession
1. Insurance, accounting, real estate, education, securities, entertainment, writing, law, pharmaceuticals, medicine
a. Half of all stock trades are made by bots
iii. AI and lawyers
1. ROSS, son of IBM’s Watson
a. More efficient
b. More accurate
c. Better than us
iv. Future
1. Compete with machines or build them
a. Compete: perform tasks that robots can’t
b. Build: design AI to meet clients’ needs
h. Collusion
i. Pricing Algorithms
1. The end of markets comprising anonymous purchasers
a. Big data analytics in digitalized markets enable individualized pricing
b. Realization of near perfect price discrimination (seller’s capture all consumer surplus)
2. Coordination of algorithm-driven sellers may permit convergence at monopoly pricing
ii. Price Fixing
1. Sherman Act 1 prohibits agreements fixing prices – including concerted action
2. Liability depends on agreement and intent
a. How does use of AI/algorithm fit into existing antitrust liability framework where agreement and intent are artefacts of the application of AI?
3. Ezrachi & Stucke’s 4 Categories
a. Correspond to varying levels of AI technological development
i. Messenger – Computer as messenger
1. Traditional market agents enter collusive agreement
2. Computers used to implement and monitor agreement
3. Traditional liability analysis still functions (per se liability)
ii. Hub and Spoke
1. Use of common algorithm
a. EX) Uber drivers use common algorithm to set price
2. Competitors agree to use price setting algorithm (as opposed to agree to directly price fix)
3. Will liability depend on whether algorithm was designed to facilitate collusion?
a. Will enforcement authorities be able to determine this?
iii. Predictable agent
1. No agreement between competitors, but continuing possibility of demonstrating intent to collude
2. Each computer pursues self-interest in implementing pricing algorithms
3. Would algorithm-driven computers meet conditions for tacit collusion/conscious parallelism?
a. Computers observe and instantly react to pricing moves of competitors (requires transparency)
b. Computers anticipate rival’s reaction (activating tit for tat cooperation)
c. Greater transparency of supply chains, capacity, etc. create great confidence
d. Computers do not suffer from human biases (loss aversion, sunk cost fallacy, etc.
iv. Autonomous Regime
1. No agreement between competitors nor intent to collude
2. Self-learning machine optimize profitability by achieving conscious parallelism 
a. Should these practices be condemned (and if so how?)
4. Presence of intent and agreement
5. Potential for liability
VII. Licensing
a. ITS v. Kodak – Independent service organizations (ISOs) sued Kodak alleging monopolization of the photocopy service repair market (§2 Sherman Act claim). Kodak had patent on machine and some parts and refused to sell replacement parts to ISOs and secures agreement with equipment manufacturers to not sell parts to ISOs. 
i. Generally, no liability for refusal to deal and no liability for refusing to deal with competitor. 
1. Harm to competition isn’t sufficient to make claim for refusal to deal because if there are legitimate business justification for refusal to deal, the refusal to deal notwithstanding the harm to competition. So hard to win a refusal to deal case. 
ii. Did Kodak have a legitimate business justification for not selling to ISO?
1. Kodak argues they have patents and antitrust immunity. Kodak argues this is enough for justification. 
iii. Remedy
1. DC imposed injunction with “utility-like” price regulation
2. 9th Cir. Eliminates “reasonableness” element
a. Recognizes that parts is a separate market for antitrust analysis
3. Only non-discriminatory pricing requirement remains
a. Any nondiscriminatory price that the market will bear
i. What is reasonable?
1. Judges don’t want to be price regulators
2. Can he charge as much as the market will bear? True price or even higher because they know that it will equal a refusal to deal? 
3. EX) $400 for a water bottle
b. Thus, not (F)RAND
i. Fair Reasonable and Non-Discriminatory Terms
b. Section 2 Refusal to Deal
i. Liability for refusal to deal if harm to competition in the absence of “legitimate business justification” 
ii. Elements:
1. Attempted monopolization claim
a. Specific intent to destroy competition
b. Anticompetitive product
c. Dangerous probability of achieving monopoly power
d. Antitrust injury
2. Monopolization claim
a. Define relevant market
b. Show defendant owns dominant share
c. Show significant barriers to entry
c. Antitrust and IP
i. Two principles
1. Patent and copyright holders are not immune from antitrust liability
2. Patent and copyright holders may refuse to sell or license protected work
a. Right to refuse has limits
b. Presumption of legitimacy may be rebutted by evidence of pretext 
d. ISO Antitrust Litigation (Xerox) – Rejects Kodak and creates a circuit split
i. If patent infringement case is not objectively baseless, antitrust defendant’s subjective motivation is irrelevant
ii. Loss of antitrust immunity is confined to:
1. Illegal tying
2. Fraud on PTO
3. Sham litigation
iii. Outside these exceptions, patent holder may refuse to deal without antitrust liability 
e. Microsoft v. Commission – MS refused to provide interoperability information to developers of work group server Oss. Commission orders MS to provide information. (Mandatory license?)
i. Article 102 of Treaty on the Functioning of the European Union (TEFU) 
ii. Analog to §2 Sherman Act
iii. Essential facility in EU competition law
1. Imposes a duty on owners of essential facilities a duty to deal with competitors 
2. General rule: Undertakings may refuse to license IP
3. Only in exceptional circumstances may refusal to license constitute an Article 102 violation
a. Refusal relates to indispensable input
b. Refusal excludes competition on neighboring market
c. Refusal prevents appearance of new product
iv. Relevant Markets
1. First market: client PC operating systems (Windows)
a. MS has over 90% market share
b. Barriers to entry, network effects
2. Second (neighboring) market: Work group server market (small or medium sized networks)
a. MS has at least 60% market share
b. Entry barriers due to MS’s refusal to license
v. Remedy
1. MS to disclose interoperability information “on reasonable and non-discriminatory terms”
a. RAND (not FRAND?)
b. Compulsory license?
c. A F/RAND commitment is a voluntary agreement between the standard-setting organization (SSO) and the holder of standard-essential patent
2. Commission to monitor
f. Novell v. Microsoft – MS competed with independent software vendors (ISVs) in developing apps that ran on Windows. Novell produced WordPerfect, rivalled Office. MS gave ISVs access to extensions and then withdraws access. Not §2 Sherman Act liability as a matter of law. MS entitled to monopoly. 
VIII. Standard Setting Organizations
a. A standard setting organization (SSO) is an entity that is primarily engaged in activities such as developing, coordinating, promulgating, revising, meeting, reissuing, interpreting, or otherwise maintaining hundreds of thousands of standards applicable to a wide base of users outside the standards developing organization. It aims to generate the acceptance or proliferation of such new standards-based technologies, products or services
b. Rambus v. FTC – Rambus was part of SSO and failed to disclose its patent interest in 4 technologies adopted in DRAM standards. But for Ramus’ act, SSO would have excluded his patents or demanded RAND royalties. FTC lost because couldn’t prove that would have selected alternative standard. This was deceptive conduct in avoiding RAND and raising price but does not harm competition assuming SSO would have adopted Rambus tech anyway. Today, SSO members undertake contractual obligation to reveal patent interests. 
c. Golden Bridge v. Motorola – Asserts conspiracy by SSO participants to remove GBT’s CPCH technology from 3GPP standard. DC grants SJ dismissing §1 Sherman Act claim. GBT only presented circumstantial evidence that did not exclude possibility that defendants acted independently. Common dislike does not establish conspiracy. Information exchange does not establish conspiracy – important part of standard setting. SSOs must exclude some products. 
d. Microsoft v. Motorola – Motorola owns patent that is covered by a standard – standard essential patent (SEP). Motorola participated in SSO and made RAND commitment. SEP is a patent that has a standard attached to it. The participant in SSO has patent. That SSO incorporates that patent and we call that SEP. Through that process, the owner of SEP commits to license the SEP on a RAND basis. (RAND committed SEP). 
i. Anti-suit injunction
1. Motorola obtains injunction against Xbox in Germany
2. Microsoft obtains antisuit injunction in US
ii. Motorola patents covered by H.264 standard
1. Motorola made RAND commitment to ITU (SSO)
2. ITU does not specify how to determine RAND
a. ITU leaves royalty matters to parties, will not settle disputes
iii. 9t Circuit cites Apple v. Motorola
1. No injunction unless infringer refuses to pay RAND
2. Motorola implicitly acknowledges adequacy of damages
iv. Litigation
1. US Contract Litigation
a. Motorola offers to license for 2.25% royalty per unit on Xbox
b. Microsoft files breach of contract suit in WA
i. Asserts Motorola breached its RAND obligation to ITU of which Microsoft is 3rd party beneficiary
c. Motorola files patent infringement case in WI
2. German patent litigation
a. Motorola sues Microsoft in Mannheim
b. Microsoft moves for anti-suit injunction in US court
c. Mannheim court enjoins Microsoft from selling Xbox in Germany
i. Mannheim court finds no waiver of injunctive relief
3. Anti-suit injunction
a. Unterweser Factors: 
i. Would foreign litigation:
1. Frustrate forum policy
2. Be vexatious or oppressive
3. Threaten in rem jurisdiction
4. Prejudice equitable considerations
b. District Court finds German litigation would be vexatious or oppressive and would prejudice equitable considerations. Even if case has some merit, it may be vexatious.
c. 9th Cir. Upholds narrowly tailored preliminary injunction under abuse of discretion standard. 
e. Apple v. Motorola – Apple infringed Motorola FRAND-commitment SEP. Denied damages because Motorola hadn’t proved what FRAND was. Posner would order injunction against Apple either because Motorola making FRAND commitment demonstrated the accuracy of damages as a remedy of law. No injunction unless Apple refuses to pay FRAND royalty. 
i. Fed. Cir. – upholds denial of injunction but rejects per se rule that injunctions are unavailable for SEPs. Finds eBay framework adequate basis to govern remedies involving FRAND-committed SEPs.
ii. Proper method for computing FRAND royalty
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
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
f. Additional SEP issues
i. Non-practicing entities (NEP) have different incentives
1. Do not require access to standard
2. May hide technologies from standard setting process
3. Unlike practicing entities, do not engage in “tacit pooling”
ii. Intentional withholding
1.  18-month gap before publishing of patent apps
2. Patent continuation – additional or broadened claims
3. Ambiguous patents
iii. Proper base for calculating royalties
1. Smallest saleable patent practicing unit measure
iv. What would NEP think about standard practice?
1. You can imagine NEP engaging in SSO and competing to have its technology adopted as standard because it would enjoy benefits
2. But you can also imagine strategy where it might be more likely to withdraw or hide its cards with hope that standard would in fact read in its standard and say SURPRISE YOU OWE ME ROYALTY
IX. Exhaustion
a. First sale Doctrine – Doctrine of Exhaustion
i. Sale right and use right exhausted upon sale of patented article
ii. The doctrine says that a person who buys a legally produced copyrighted work may sell or otherwise dispose of the work as he sees fit, subject to some important conditions and exceptions. Section 109(a)
1. EX) If you legally buy a book or CD, first sale gives you the right to loan that book or CD to your friend.
iii. Also recognized in patent law
1. Essence of patent right is right to make, sell and use. SO what happens when you sell article, does owner of article have rights to use article and sell article and if so does the second owner have right to use and sell article? Yes
iv. Adams v. Burke (1873) – Patented good is coffin lid.  Patentee was not making or using coffin lids, rather, it had licensed the making and selling of coffin lids to a manufacturing licensee. So it’s taking its rights and assigning it to other party. That party makes coffin lids and sells coffin lids. The license agreement had condition in it that licensees right to make use sell was restricted to a 10-mile radius.  Anything outside 10 miles would be infringing. In this case, the manufacturer only manufacturers and sells within 10 mile radius. BUT, its customer who is an undertaker, buys the coffin lids in Boston and starts burying people with it outside 10-mile radius. Now patentee is suing undertaker for infringement. SCOTUS establishes that territorial use restriction does not survive sale.
v. Motion Picture Patents (1917) – Overrules post-sale restrictions and holds that right to vend is exhausted by single unconditional sale. 
vi. General Talking Pictures (1938) – Western Electric (AT&T) licenses Transformer to produce vacuum tubes for non-commercial use. Transformer sells tubes to GTP for motion picture use (GTP knows of use restriction). GTP infringed by purchasing with knowledge of restriction. Why is there no exhaustion?
1. SCOTUS finds this sale was unauthorized.
vii. Quanta Computer v. LG (2008) – Does exhaustion apply to sale of components used to practice a method patent?
1. SCOTUS overrules Fed. Cir. and holds sale of components that substantially embody process patent exhausts patent
2. LGE and Intel enter cross-licensing agreement
a. Agreement provides no license is granted to third party to combine Intel products with non-Intel products
b. Agreement states nothing limits effect of patent exhaustion 
c. Intel to provide notice to customers (such as Quanta) not to combine Intel product with non-Intel product
3. Quanta purchases Intel chips, uses with non-Intel memory and buses. LGE sues Quanta for infringement of its process patent.
4. Nothing in license agreement restricts Intel’s right to sell to purchasers who intend to combine Intel components with non-Intel components, unlike in General Talking Pictures.
5. Agreement permitted Intel to sell products free of LGE’s patent claims
viii. Bowman v. Monsanto –Bowman buys commodity soybeans from local grain elevator, uses these to produce late-season crop. Monsanto sues Bowman for infringement. SCOTUS treats Bowman’s planting of seeds to constitute a making covered by patent.
1. Patent exhaustion permits purchaser of patented article to use, resell. Purchaser may not make new articles.
ix. Kirtsaeng v. Jon Wiley & Sons – Textbook publisher with copyright on books. Books printed in Asia were licensed to a foreign subsidiary and manufactured and sold throughout Asia. They stated that the books were only authorized for sale in Europe, Asia, Africa and the Middle East. Kirtsaeng had friends purchase books in Thailand and ship to him. He sold them for lower cost than US editions. An attempt to read a geographical limitation into manufacture or sale is unfounded. 
1. Section 106 – Exclusive rights in copyrighted works. Enumerates the various rights a copyright holder has
a. 106(1) Right to reproduce the work in copies
b. 106(2) Right to prepare derivative works based upon copyrighted works
c. 106(3) Right to distribute copies to the public by sale or other transfer of ownership, or by rental, lease, or lending
d. Includes section 602(a)(1) Importation right
2. Meaning of “lawfully made under this title” as used in Section 109
3. SCOTUS favors D’s reading
a. Consistent with other uses of term in copyright act
b. Foreign-made pirated copies subject to act
c. Unpublished works enjoy US copyright regardless of nationality, origin
d. Expectations of libraries, used book dealers, etc.
4. Ginsberg Dissent: Copyright holders should have right to engage in international price discrimination. 
x. Impression Products v. Lexmark – Upholds jazz photo (no international exhaustion of patent) notwithstanding Kirtsaeng. Upholds Mallinckrodt (post sale restrictions are valid) notwithstanding Quanta. Both holdings under review by SCOTUS
xi. Vernor v. Autodesk – Verner purchases Autodesk software from Autodesk’s licensees, resells on eBay. Autodesk files DMCA take-down notice. Verner files DMCA counter-notice, completes sale. Verner seeks declaration that sales no not infringe. 9th Cir. holds Autodesk licenses, not sells its software so first sale doctrine unavailable. 
1. Autodesk’s SLA
a. Autodesk retains title
b. Agreement states nonexclusive, nontransferable license
c. Agreement imposes transfer restrictions
d. Agreement imposes “significant” use restrictions
e. Noncompliance terminates license
xii. License v. Sale
1. Considerations favoring license
a. Permits tiered pricing
b. Increases software “sales”
c. Lowers prices due to scale
d. Reduces piracy
2. Considerations favoring sale
a. Law’s aversion to restraints on alienation
b. Forces tracing of chain of title
c. Ignores economic reality (payment of full price)
d. Destroys secondary market
e. Interferes with libraries, etc. 
X. Design
a. Allied Orthopedic v. Tyco Health Care – Upholds SJ dismissal of §2 Sherman Act claim against Tyco for introducing patented OxiMax system that is incompatible with generic sensors
i. Tyco was early entrant and possessed large installed base of monitors
ii. Patent expired on Tyco’s sensors
iii. Oximax design is an improvement, requires use of patented OxiMax sensors
iv. Installed base of monitors still work
v. Innovation does not violate the antitrust laws on its own
b. Design changes
i. Changes in product design may violate Sherman Act §2
1. Microsoft violated §2 by integrated Internet Explorer into Windows 98 OS having no precompetitive justification
2. Design changes that improve product (benefit the consumer) does not violate §2 even if performed by monopolist, harm competition 
3. Design improvements are necessarily tolerated
ii. Benefit to consumers
1. Issuance of patent “some evidence” that change is an improvement
2. Reverse compatibility (not rendering preinstalled base of montiors obsolete) maintained customer value
3. Flexible transition
4. Discontinuation of old technology may violate §2 if it forces adoption of new technology
c. IP in Design (visual appearance)
i. General rule: Functionality cannot be tied-up in copyright or trademark. It will be done in utility patent.
1. You can have both forms of IP, they will just protect different aspects of that article and will have different terms.
ii. Copyright
1. Useful article doctrine
a. Both utility that should be protected and separates what is expressive from what is useful
b. Copyright only extends to the expressive element and not what is functional (that can be patented)
c. Complex cases – where the 2 are intertwined
i. EX) 1st lightbulb. Can be looked at as expressive but the function is attached. If so intertwined, no copyright, only patent for function. 
2. Physical and conceptual separability
iii. Trademark
1. Functionality in product design
2. No trademark interest in anything that is not distinctive 
3. EX) Poloroid camera – after patent expires the camera almost serves as a trademark. Law doesn’t like this. The law doesn’t want to lock up functionality through a trademark.
4. Trade Dress: When public over years of trade, the item acquires secondary meaning and becomes eligible for trademark protection
a. EX) Coca Cola bottle
iv. Utility patent
1. Product design is not claimed/protected unless germane to utility
d. Design Patents
i. Governed by 
1. 35 US Code §171
a. Whoever invents any new, original and ornamental design for an article of manufacture may obtain a patent
2. 35 US Code §173
a. Last for a term of 14 years from date of grant
3. PTO Guide for Filing Design Patents
a. A design consists of visual ornamental characteristics embodied in, or applied to, an article of manufacture. May relate to configuration or shape. A design for surface ornamentation is inseparable from the article to which it is applied and cannot exist alone. 
b. If design is dictated by its functionality, it lacks ornamentally and not eligible for design patent.
ii. Utility vs. Design Patents
1. A utility patent protects the way an article is used and works
2. A design patent protects the way an article looks
3. Both may be obtained on an article if invention resides both in its utility and ornamental appearance.
4. The utility and ornamentally of an article are, in many cases, not easily separable. Articles of manufacture may possess both functional and ornamental characteristics. 
iii. Drawings
1. 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
2. The functional device does not itself need to be patentable
a. But this design patent will not apply to other articles of manufacture. 
iv. Apple v. Samsung I – Suing for 2 design patent infringements. The rectangular smartphone with rounded corners and bezel on side surrounding perimeter.
1. Was the design obvious? 
a. To designer of ordinary skill in the art
b. Compare to prior art – Fidler Tablet
v. Primary and Secondary References
1. Design obviousness inquiry can only be driven by primary reference – one single piece of prior art which is suggestive or not of the claimed design. You cannot have 2 primary references. You choose one primary and the rest are secondary. 
a. They pick which is which. 
b. Secondary reference cannot supply missing elements. Can’t pick isolated elements of secondary reference and add to primary – it must be suggestive. It can only modify the primary reference if it is so related that its ornamental features suggest application of those features to the primary. 
c. In utility patent inquiries, we can pick and choose aspects of prior art. We take elements from different things and figure out whether claimed invention was obvious or not. You can’t do this with design patents. 
vi. Infringement - Levels of Abstraction
1. Focus on distinctive visual appearance
a. Not the general concept of the device
b. Are the visual appearances sufficiently close enough tha the new design is not obvious?
2. Visual impression must be the same (or obvious)
a. Ex) Apple’s minimalist design
3. Obviousness determined by ordinary designer, not ordinary observer
4. Infringement occurs if accused device deceives ordinary observer
5. General rule: If claim “reads on” accused device
6. Design patent claims
a. If, in the eye of an ordinary observer, 2 designs are substantially the same, such as to decive such an observer, inducing him to purchase one supposing it to be the other
i. Proof of actual deception is not required
7. Must subtract features found in prior art – those that are not patentable
vii. Apple v. Samsung II – Functional elements in design patents. Grants $547million in damages. 
1. Damages – 35 USC §289
a. Whoever infringes on a design patent shall be liable to the owner to the extent of his total profit, not less than $250
i. Contract to utility patent, damages would be limited to the contributory effect of the infringing element
b. Apportionment?
i. Should damages be based only on infringing element or on entire deice? 
ii. CAFC and SCOTUS says no apportionment 
2. Post-Grant Review – Samsung v. Apple III
a. USPTO asked to reconsider their grant of patent. One ground is design was not patentable. 
b. Importance of Filing Date
i. Cuts off prior art
ii. That is when your patent term begins
viii. Samsung v. Apple IV 
1. What constitutes an article of manufacture?
a. In a multi component device?
b. The component (separate at wholesale)
c. The device (comments not separate at retail)
2. Compare article in 35 USC §171(a)
a. Patentability of new original and ornamental design for an article of manufacture
b. PTO allows both utility and design patents for components
3. Article = thing
4. Holding = the component is the thing for §289. Effectively allows apportionment. 
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