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Introduction
Incentive Theory
· Hippodamus of Miletus
· Those who discovered anything for the good of the state should be honored
Moral Theory
· John locke
· Natural property right in ones own labor
· Alterning state of nature (raw materials) is labor
· New ideas are a natural property right
· Society is morally obligated to recognize and protect property rights in ideas
Basis for IP in US 
· US Constitution, Article I, Section 8
· Congress has power to promote progress of science and useful arts by securing exclusive right to their respective writings (*copyright) and discoveries (*patents)
Forms of Intellectual Property
· Copyright
· Patent
· Utility
· Process, product
· Pioneering (something completely new), improvement (on existing product)
· Design 
· Plant
· (actual plants…flowers, agriculture)
· Trademark 
· Trade dress
· Geographical identifiers 
· Trade secrets
· Know how
· Other
· Databases
· Maskworks
· Semiconductor circuits
· Contract-based
Unit 1 - Trade Secrets and Inventive Employees 
· Trade Secrets
· Subject Matter
1. What secrets are protectable under TS law?
9. Misappropriation
2. When is learning a TS wrongful (& actionable)?
9. Non-competition agreements
3. Contractual restrictions on competition 
9. Remedies
4. What judicial remedies are available?
9. Subject Matter
5. What are trade secrets
1. Information 
1. That is not generally known to others
2. The information is not in the public domain 
1. That has economic value (usually in trade or business)
3. To those who know it vs. those who don't
3. Value derives from the exclusivity of the information 
2. This turns a public good (information) into a private good
1. Where reasonable efforts are made to maintain the secrecy of the information 
5. Development of Trade Secret
2. Guilds (collection of craftsmen in a trade)
1. invested time & resources in training, innovation and perfecting their craft
1. developed “human capital” & “know-how”
2. Information is ordinarily a “public good”
2. Keeping it secret turns it into a private good
1. justifying investment
2. Disclosing it deprives it of independent value
2. once in the public domain info may lose proprietary value (apart from its common value to all)
2. How can information be kept secret?
3. Don't disclose it
1. Except to employees who must practice it 
1. And then prevent them from disclosing it
1. Via contract law (express or implied employment agreement)
1. And business partners who must evaluate it 
1. And keep others from finding out about it 
2. Trade secret law is based on state law +
. Theories of TS Protection
3. Utilitarian (consequentialist):
1. encourages inventive activity by protecting the fruits of those efforts
1. TS as productive property
3. Moral (deontological):
2. deters efforts that have as sole purpose the redistribution of wealth from one to another
1. Wrongful acquisition of another's property
. [image: Book to read] Mettalurgical Industries v. Fourtek
4. FACT(S): P has a business that reclaims tungsten carbide, a metallic compound of great value in certain industrial processes. Combined with the metal cobalt, it forms an extremely hard alloy known as "cemented tungsten carbide" used in oil drills, tools for manufacturing metals, and wear-resistent coatings. Two ways to process, and P used the old way cold-stream process. After a new way of reclaiming carbide comes out (zinc recovery process), P decides to try do it and hires D Bielefeldts co (Therm-O-Vac) to design and construct two recovery furnaces for them. After Ps get TOV's furnace, they make their own changes to it to make it better before using it. 8 years later, they go back to TOV for a new furnace, show TOV the modifications they made, and ask them to make it. After they get this one, they still make further modifications. TOV goes bankrupt. Ds form new company (Fourtek), and end up building a furnace for other D Smith Int. Inc., using the modifications that P had shown them in their furnace. P charges Ds with misappropriating its trade secrets
4. ISSUE: Is there a trade secret that can be protected in this case? Is the disclosure to other companies limited disclosure?
4. HOLDING: Yes, " It is easy to recognize the possibility of a trade secret here because Metallurgical presented evidence of all three factors (1. secrecy, 2. advantage over competitors, 3. cost of developing secret) discussed below."
4. RULE(S):
4. To qualify as a trade secret, the subject matter involved must, in fact, be a secret; matters of general knowledge in an industry cannot be appropriated by one as his secret.
4. [image: Important] A holder may divulge his information to a limited extent without destroying its status as a trade secret.
2. Look at facts of case
2. Time, money is important
2. Competitive advantage is important
4. Subject matter:
5. Is MI's new carbide reclamation process protectable information? 
5. Issue 1:
2. Is the information secret? Have they kept it a secret or is the information generally known?
2. How did Bielefeldt come by the information?
2. Was process already known in the industry?
5. Issue 2:
3. Does this process have economic value?
3. Does info have economic value as result of it being kept secret?
5. Conclusion on subject matter - YES
4. Secret information, having
4. Economic value to ¶ in trade or business
5. Issue 3(maintained as a secret):
5. Did MI take precautions to keep info secret?
1. Modified furnaces hidden from public view
1. Those with need to know had to sign NDAs
1. But MI disclosed the process to others
3. e.g., disclosed it to furnace supplier (Therm-o-Vac)
5. When is TS forfeited for lack of security?
2. Note: absolute secrecy not required
2. Limited disclosures allowed
2. So long as reasonable precautions taken viz others 
· What information Counts?
. Broad scope of protectable information
1. Usually information of a technical character
1. But business methods and market information (e.g., customer lists) can also be “business valuable”
. Includes “blind alleys” or “negative know-how”
2. what not to do
. Except where the information (even if unknown) can be acquired w/ trivial effort
3. Quality of Metallurgical’s information
1. Process required time and money to develop
1. “much work & ingenuity” involved
· How secret must a secret be?
. Someone needs to know (besides the CEO)
1. Employees, suppliers, licensees
. Absolute secrecy not required (or practical)
2. So long as enough secrecy maintained as to prevent others from gaining knowledge
2. Limited disclosures ok (see Restatement Torts §757)
. Factors (not dispositive)
3. public or private disclosures
3. whether disclosed only to exploit advantage of TS
3. whether disclosed in confidence
· Trade Secret v. Patent
· Mutually exclusive 
. Cannot have both trade secret and patent in same thing 
· Why didn’t metallurgical patent its process?
. May not be 'novel'
1. If previously known by anybody else, defeats patent 
1. Defeats TS only if generally known or known by defendant 
1. -->two can keep a secret, only one can have a patent 
. May have been obvious extension of knowledge 
2. New item has to be non-obvious to receive a patent 
2. Patent law only rewards some degree of ingenuity/inventiveness
2. Obviousness does not usually defeat a trade secret 
. Patents are expensive
3. TS's are relatively cheap…just need to take reasonable measures to keep the secret
. Patents last 20 years, Trade Secrets are indefinite 
. Cannot have both TS & patent in same thing
5. Patents are published (thus no longer secret)
· [image: Book to read] Rockwell v. Dev
. FACT(S): RG created innovative machine parts, did not patent them. Tried to maintain the knowledge as a trade secret. They felt the parts could not be reverse engineered. DEV acquires RGs property, says RG forfeited TS protection by failing to take reasonable precautions to maintain secrecy. Vendors had the drawings; But, vendors have 1.) need of access and 2.) duty of confidentiality. Customers also had drawings, but those assembly drawings didn’t contain TS info
. ISSUE: Did Rockwell take reasonable/enough precautions to keep its piece-part drawings (the TS) secret?
. HOLDING: Possibly. The court held that the mere fact that plaintiff gave piece part drawings to vendors who made parts for plaintiff did not forfeit trade secret protection. The court said that only in an extreme case could what was a reasonable precaution be determined on a motion for summary judgment, because the answer depended on a balancing of costs and benefits that would vary from case to case.
. RULE(S):
4.  The law of trade secrets requires a plaintiff to show that he took reasonable precautions to keep the secret a secret.
4. A firm's act in making public some of its documents (or part of a document) does not destroy the status as trade secrets of information contained in other documents (or another part of the same document)
4. Disclosure of trade secrets to a limited number of outsiders for a particular purpose does not forfeit trade secret protection. On the contrary, such disclosure, which is often necessary to the efficient exploitation of a trade secret, imposes a duty of confidentiality on the part of the person to whom the disclosure is made. 
. [image: Important] Fencing measures:
5. NDA's for employees, not putting TS's on maps, keep secret in vault 
. Could RG have done more to protect TS?
6. Always yes….but only qualified secrecy required
. Evidentiary significance of secrecy efforts
7. The greater the precautions…
1. The more likely that a 3rd party wrongly acquired 
1. Higher probability that D obtained info through wrongful act if the owner had taken paints to prevent them from being obtained otherwise
1. The more likely that the info has economic value
2. Drawings cannot have been worth much if RG did not think it worthwhile to make serious efforts to keep the info secret 
· Reverse Engineering
· Note: if you feel like your invention can be easily reverse engineered, you should seek patent protection 
· Reverse Engineering is perfectly lawful.  If one learns a trade secret by RE, it is not a misappropriation.
· Reverse engineering not helpful if the product/process is patented…you still cannot use the patented technology (and RE of patent isnt even necessary because the process is fully disclosed)
· Reasonable Precautions
· UTSA
. Separate element of proof
1. Plaintiff bears burden
· Restatement3rd Unfair Competition
. No separate element
1. “If the value and secrecy of the information are clear, evidence of specific precautions taken by the trade secret owner may be unnecessary.” 
· [image: Important] Confidentiality agreements go to precaution element and misappropriation element
· Misappropriation 
· [image: Book to read] Data General v. Digital Computer Controls 
· FACT(S): DG provides schematics to computer customers; subject to a non-disclosure agreement (NDA). DC buys computer & drawings from DG customer. DC uses DG drawings to design own computer
· ISSUE:
. Does sale to the public forfeit secrecy?
. Did DG fail to secure secrecy in its sales?
· HOLDING:
. Yes
1. Sale to the public forfeits secrecy if the product “fully discloses” the TS to the public
1. Reverse engineering is ok, and destroys a TS
1. But here the design was not RE’d, but obtained through confidential drawings
. No, since it employed some fencing measures (e.g., NDA), no summary judgment for defendant
· RULE(S): To prove violation of a trade secret, a plaintiff must demonstrate the existence of a trade secret, that the defendant did not properly receive the information in question in such a manner that its confidential nature should have been known, and that defendant proposes to misuse such information.
· Data General Corp v. Digital Computer Controls
· Implicit takeaway: even a widespread disclosure to customers may not compromise secrecy of the computer design 
· Involuntary Disclosures
· Inadvertent (negligent)
1. E.g. Apple engineer left iPhone 4 in a bar
1. Factor in determining reasonableness of precautions
2. Compelled
2. E.g. government contracts, approvals
1. Not a disclosure to the public (or to competitors)
1. If the government discloses to 3rd parties, it may owe compensation under 5th amendment
2. See Rucklehaus v. Monsanto 
2. Gov’t contracts may vest ownership in gov’t
1. Misappropriation
3. Restatement of Torts Section 757
1. Liable to another for disclosing/using TS if discovered by
1. Improper means
1. Breach of confidence
1. Wrongfully acquired from 3rd person 
1. Knowing that disclosure was made by mistake 
1. -->note: don’t need to establish all of these…establishing even one will suffice
3. See also UTSA Section 1
1. [image: Book to read] Du Pont v. Christopher
4. FACT(S): Ps are building process for producing methanol, which they say will give them competitive advantage over producers. Are keeping it a secret, but the plant where process is still under construction, could see into it from above. Ds are allegedly hired by unknown 3rd party, go in plane and take pictures of exposed area for the 3rd party. P finds out, files suit. 
4. ISSUE: Violation of trade secret here? Specifically, is aerial photography of plant construction an improper means of obtaining anothers trade secret?
4. HOLDING: Yes, trade secret violated. Aerial photography was improper means…D shouldn’t have to take great expense of building roof over all of plant so quickly in order to keep his hard earned process a secret, to make them have a duty to do so is unreasonable. 
3. These were improper means used that otherwise were not improper behavior 
4. RULE(S): Perhaps ordinary fences and roofs must be built to shut out incursive eyes, but courts need not require the discoverer of a trade secret to guard against the unanticipated, the undetectable, or the unpreventable methods of espionage available.
1. What means are improper?
5. UTSA: "Improper means" includes theft, bribery, misrepresentation, breach or inducement of a breach of a duty to maintain secrecy, or espionage through electronic or other means; 
5. Criminal conduct
2. Theft, trespass
2. Espionage - e.g. Economic Espionage Act 
2. (typically when done on behalf of a foreign entity)
2. Electronic surveillance - e.g. Wiretap Act
2. Hacking - e.g. computer fraud and abuse act 
4. (cybercrimes generally)
5. Non-criminal conduct
3. Breach of confidence
3. Industrial espionage
3. Unfair competition 
3. Means which fall below the generally accepted standards of commercial morality and reasonable conduct 
3. This is an objective standard
. What means are Proper?
6. Independent Development
1. compare patent
6. Reverse Engineering
2. process of working backwards (from lawfully acquired finished product) to see how it works
1. RE promotes discovery, improvement & innovation
6. Licensing
3. Inadvertent disclosure 
1. failure to take adequate fencing precautions
. Questionable Means
7. Violation of EULA (defeats right to RE)
7. Mandated disclosures (might be a taking)
2. Environmental policy conflicts – e.g., can a state require oil companies to disclose the chemicals they use in hydraulic fracking, if they are a TS?
7. Misuse of computer access
3. See U.S. v. Nosal (ND Cal, 2014)
1. Employee gave co-defendant access to protected database to obtain client list (a TS).  Both guilty of violating CFAA.  Jail time.
1. CFAA federalizes and criminalizes TS misappropriation
. Proof of Improper Means
8. Direct Evidence
1. duPont: catching def’t “red-handed”
8. Indirect Evidence
2. Pioneer v. Holden: Statistical unlikelihood that product was developed independently (yes)
2. Othentic v. Phelan: speed of product development (not sufficient by itself) 
. Breach of Confidence
. [image: Book to read] Smith v. Dravo Corp.
10. FACT(S): Smith created uniform steel freight containers, aiming to facilitate the ship and shore handling and transportation of cargoes. Smith dies and his estate decides to sell company, which D is interested in buying. D gets all the blueprints, patent apps, model container, etc. from P. Few offers back and forth, but ultimately D rejects them and decides to make his own containers. Crates D makes are extremely similar to Ps, just have a smaller width, which actually makes it so that the Smith ones cant be used at all, they become worthless. D even uses the patent app received from P to make his version of containers
10. ISSUE: Did Dravo use Smith’s TS in breach of confidence?
10. HOLDING: Yes. The first thing to be made sure of is that the defendant shall not fraudulently abuse the trust reposed in him. It is the usual incident of confidential relations. If there is any disadvantage in the fact that he knew the plaintiffs' secrets, he must take the burden with the good.
10. RULE(S): The essential elements of a claim for breach of confidence: (1) existence of a trade secret, (2) communicated to the defendant (3) while he is in a position of trust and confidence and (4) use by the defendant to the injury of the plaintiff.
10. NOTES: 
5. Use of the patent app is not proper means if its not published yet. Here, was provided in confidence before publication (during 18 month window between filing and pub)…so no proper means here
10. Breach of Confidence
6. Is there a confidential relationship?
1. No express promise of trust
6. Can a trust relationship be implied from facts?
2. drawings delivered pursuant to sale negotiations
2. Dravo knew of limited purpose for Smith’s disclosure
6. What is the policy behind implied trust?
. Breach of Confidence
11. Arrow’s Information Paradox
1. License, sale or outsourcing of technology
1. necessarily includes the sharing of information across company boundaries
1. once the customer has the info, no need to buy
11. Serious problem with trade secrets
2. must disclose TS so potential licensee can evaluate
2. licensee must be held to a confidential relationship
11. What if info unprotected?  e.g., movie treatment
3. Better use an NDA
. Reverse Engineering
12. UTSA 
1. Starting with the known product [lawfully acquired] and working backward to find the method by which it was developed
1. Disassembly, decompiling
12. If your product is easily RE'd, should rely on patent protection or copyright, not TS law
12. Encourages further research and development 
. [image: Book to read] Kadant v. Seeley
13. FACT(S): Kadant AES manfactures products that clean and condition papermaking machines and filter water used in papermaking process. One of Ds, Corlew, hired by P and worked there for ~7 years, rising in ranks. As part of job, he had access to computer assisted drawing machine that contained recipes for AES products, generated drawings, and bills of materials, which P says they were very careful to keep secret as info. Corlew is fired, they delete all the info from his comp. , but C also had access to their entire computer system, including potential customers. After hes fired, Corlew begins work for defendant seeley about 1 year later where he deveops and markets a new line of Seeley papermaking products. They said their products were reverse engineered from existing products that were freely avail in public domain and not protected by patent 
13. ISSUE: Can Reverse Engineering be wrongful?
13. HOLDING:
3. RE is lawful defense for TS claims, but, it may be unlawful for other reasons
1. i.e.)
1.  may violate shrink wrap license agreement
1. May violate the economic espionage act 
1. May violate the digital millennium copyright act 
3. RE vs. misappropriation
2. Is a question of fact
1. Burden on plaintiff to prove (usually through circumstantial evidence)
2. Misappropriation not excused simply because RE was possible
13. RULE(S): Reverse engineering a product to determine its design specifications is therefore permissible so long as the means used to get the information necessary to reverse engineer is in the public domain, and not through the confidential relationship established with the maker or owner of the product. 
. Defecting Employees
14. Confidentiality required in innovation co’s
1. Usually express or implied for employees
14. Employee “know-how” consists of
2. accumulated knowledge, skill & experience
1. Cannot be enjoined from using in new job
2. trade secrets learned as part of employment
2. May be enjoined from using in new job
14. even when developed by the employee herself
3. common-law rule (depending on nature of employment)
3. contract 
2. confidentiality, invention assignment & non-compete
. [image: Book to read] United States v. Nosal
15. FACT(S): Nosal resigns from Korn/Ferry to start own executive recruiting firm, takes colleagues (co-conspirators) with him. Nosal asks co-conspirators to download contact list from protected computer; they had access but not authorization to take list. Contact list constituted trade secret. co-conspirators gave trade secrets to Nosal
15. ISSUE: Is customer list a TS? 
15. HOLDING: Yes…and as general rule, departing employees cant take those with them 
3. Because Nosal's accomplices had permission to access the company database and obtain the information contained within, the government's charges fail to meet the element of "without authorization, or exceeds authorized access" under 18 U.S.C. § 1030(a)(4). 
15. RULE(S): Customer lists are trade secrets and as a general rule, departing employees can't take those with them 
15. Violated the Electronic Espionage Act
5. You cant use conversion of a TS for economic benefit 
5. Have to prove that it injures the TS holder
5. In interstate or foreign commerce
. Computer fraud and abuse act
16. Criminalizes "exceeds authorized access" does not include authorized access but unauthorized use
1. Essentially hacking
1. Not a crime to violate shrinkwrap or clickwrap limit 
. Nosal says we didn’t hack…we used someone elses password, but we didn’t circumvent any security measures, we havent broken into the system
17. District court rejects this argument, says that using someone elses pword is a hack and the statute doesn’t require circumventing in the first place 
. Economic Espionage Act
18. Conversion (misappropriation of TS)
1. For economic benefit
1. Injury to owner
1. In interstate or foreign commerce
18. This is a criminal statute
18. Recently, being used more for domestic espionage (like dupont v. chiristopher)
18. District court 
4. Says conspiracy to violate EEA if D believes info is TS
4. Was a TS even if most but not all info was public
4. Unenforceability of non-compete clause not a defense to EEA violation 
4. Nosal sentenced to a 1 yr+ $828k restitution q 
· Inventive Employees: Non-Competition and Non-solicitation agreements; trade secret license term 
· IP and Employment Law
· Confidentiality agreements
· Invention assignment agreements
· Non-competition agreements
· Non-solicitation agreements 
· Confidentiality Agreement
· Express
. Non-Disclosure Agreement
. Materials Transfer Agreement
2. Ex.) when you transfer a material that holds a TS from one facility to another 
· Implied
. May be implication of TS agreement even if no express agreement is made 
. Based on common law of trusts
. arising from fiduciary relationship
3. Ex) between employer and employee
. basic duty – loyalty (& avoid conflict of interest)
· Invention Assignment
· Dispute between those that make the invention and the firms that they're working for
. Preferable route: have it set in advance in writing who the rights of invention will be assigned to
. There is also implied assignment here too
· Common Law Rule
. Resort to this in absence of statute/signed writing
. Depends upon nature of employment & invention
2. Its contextual 
2. Inventive vs. non-inventive employee (scientist vs clerk)
2. Hired for purposes of inventing?
2. Use of employer’s resources (time, materials, equipment)
3. Invention made at work, during business hours, with employers resources? Or at home with resources bought yourself 
. Ownership (employer vs. employee)  -  “Shop right”
3. Employer may have permanent, royalty free right to use the employees invention, even if employee owns the invention 
3. Employee in this case can profit off of the invention, but not from employer 
· Contractual Assignment (employment agreement)
. Trailer clauses -  inventions made after employment 
1. enforced only if reasonable
1. Post employment conditions, often imposed upon leaving a company 
· Restricting departing employees’ use of info
. Gen’l rule: enforceable if info qualifies as TS
· Non TS: may be restraint of trade
· Non-Competition Agreements
· Says that employee promises not to compete with employer after leaving the company
. Sometimes ever or just for a period of time, varies…
· These really restrict the employee from being able to move around…anti-innovative
· Problem of Departing Employees
. IP 
1. owned by employer - ex-employee can’t use
. Non-IP
2. not owned by employer – ex-employee can use, unless
. Non-Compete Agreements
3. Go beyond TS and confidentiality agreements
1. e.g., information in public domain
3. Customers (NB: customer list may be a TS)
2. NCA may be used to codify TS law
2. Breach of K may be easier to prove than misappropriation of TS
· Rule of Reasonableness – NCAs valid if:
. NCAs are valid if they are business reasonable 
. Factors:
2. Limited in scope
1. type of business activities
2. Limited in time
2. 1 year is common
2. Limited in geographic area
3. within regional market
. only to extent necessary to protect employer’s legitimate business interests and not unduly harsh
3. Is it a penalty/lock in?...thats not reasonable
· [image: Book to read] Edwards v. Arthur Andersen
· FACT(S): Edwards NCA agrees not to solicit AA clients or personnel for 18 months after he leaves firm. HSBC buys AA accounting practice and offers to hire Edwards. Edwards refuses to release AA of all claims. AA refuses to release Edwards from NCA
· ISSUE: Did the NCA violate Cal. B&P Code § 16600?
· HOLDING: Yes. The noncompetition agreement that Edwards was required to sign before commencing employment with Andersen was invalid because it restrained his ability to practice his profession. 
· [image: Important] RULE(S): Any “restraint” in the practice of profession or trade is covered by § 16600
. Under the plain meaning of Bus. & Prof. Code, § 16600, an employer cannot by contract restrain a former employee from engaging in his or her profession, trade, or business unless the agreement falls within one of the exceptions to the rule prohibiting covenants not to compete.
· Cal. Business & Professions Code § 16600
· “Except as provided in this chapter, every contract by which anyone is restrained from engaging in a lawful profession, trade, or business of any kind is to that extent void.”
· "non competition agreements are invalid in California"
· [image: Important] Exceptions:
. § 16601: sale of business or business goodwill
. § 16602: sale of partnership
. § 16602.5: sale of limited liability company
· Want a policy of open competition and employee mobility…non-competition agreements are anti-innovative and anti-competition
· NCA's and Public Policy
· Which approach is better public policy?
. Cal – near absolutist (minority rule)
1. (this is the Edwards rule)
. Common-law “rule of reasonableness”
2. Note: some states limit NCAs to Trade Secrets and reject them re know-how (Reed Roberts v. Stauman)
· Inevitable Disclosure Doctrine
· When does confidentiality (NDA) imply non-compete for key employees?
. Can employee segregate what she learns under an NDA from her background knowledge, and suppress only the former?
· Employee mobility v. business protection 
. i.e. Pepsico and Quaker = Pepsi employee went to quaker and pepsico claimed I was inevitable he would disclose TS - pepsico showed more than just possibility of disclosure, showed strong likelihood
. CANNOT enjoin him from working at Quaker; CA rejects this doctrine
· Employee mobility vs. business protection
. Some courts reject IDD as creating implied covenant not to compete (disfavored) (Cal)
· Non-Solicitation Agreements
· Defecting employees soliciting co-workers or customers of their former employer
. A form of unfair competition?
. NSAs are less severe than NCAs (in terms of employee mobility)
2. Nonetheless, invalid in California (unless the customer list is a trade secret)
· Anti-Trust Law
. Sherman Act
1. Section 1
1. Outlaws cartels (contract, combination and conspiracy in restraint of trade)
1. Includes price fixing 
1. Section 2
2. Outlaws monopolization
1. Act provides for criminal AND civil liability
3. Enforced by DOJ (antitrust division) & Federal Trade Commission
3. Clayton act creates private causes of actions, including treble damages
. Per Se Violations v. Rule of Reason
2. Per Se
1. Reserved for irredeemable, serious antitrust violations
1. Includes price fixing
1. No permitted justifications 
2. Rule of reason
2. Applied to other restraints
2. Court considers pro-competitive justifications
2. Plaintiff must demonstrate possession of market power 
· [image: Book to read] US v. Adobe
. FACTS: DOJ asserts 5 bilateral no cold call agreements to be per se section 1 violations (Steve Jobs case)
1. "if you don’t call my employees, I wont call yours"
1. Eliminating a significant form of competition to attract high tech employees
1. Not ancillary to any legitimate collaboration
1. Firms are direct competitors for employees
. Affected competition is for inputs, not competition to sell outputs
2. Cartel's goal is to suppress prices
2. Note complaint is civil, DOJ seeks injunction 
2. Could have brought criminal proceeding or civil…chose to bring civil 
2. Why?
2. Lot easier to prove a civil case than criminal case
2. Jailing all these high ups would be detrimental to silicon valley
2. Enough for them to stop it w injunction
. The whole story of the case is the complaint, not the judgment 
. Smoking gun in this case -- the emails revealed their action
. This is a per sé violation 
. If there is a legitimate collaboration, then it’s a per sé violation. There can be times where there is no collaboration, its just happenstance. 
· [image: Book to read] In re High Tech Employees Antitrust Litigation 
· Another no cold-calling case. DOJ goes after employers, so it’s a criminal investigation 
· Here, they're asking for damages
· Plaintiffs make use of case originally developed by DOJ
· Proposed settlement would have provided for $324.5 million
. Pixar, Lucasfilm and Inuit had settled earlier on less favorable terms
. Certified class reduced to technical employees
· Amended settlement ($415 million) (3/3/15)
. Judge says proposed settlement is not reasonable, because it was for less than what the earlier settlement was for…judge thought it was NOT reasonable 
· Takeaway: P's used the DOJ case to levy their settlement agreement 
· [image: Book to read] Warner Lambert v. Reynolds 
· FACT(S):  In 1881, Warner-Lambert Pharmaceutical Co. (Warner-Lambert) (Plaintiff) acquired the formula for Listerine and signed licensing agreements with John J. Reynolds, Inc. (Defendant).  Warner Lambert (Plaintiff) then argued that the formula was no longer a trade secret as it had gradually become a matter of public knowledge.  Plaintiff asked for a judgment declaring that it was no longer obligated to make periodic payments to Defendant.  Plaintiff argued that regardless of the language in the contract, the court should imply a limitation upon its obligation to pay measured by the length of time that the Listerine formula remained secret.  Defendant claimed that the terms of the contract should control.  
· ISSUE: Does license obligation lapse along with TS?
· HOLDING: No. The obligation to pay on each and every gross of Listerine continues as long as this preparation is manufactured or sold by Lambert and his successors. It comes to an end when they cease to manufacture or sell the preparation.
· RULE(S): A secret formula or trade secret may remain secret indefinitely. It may be discovered by someone else almost immediately after the agreement is entered into. Whoever discovers it for himself by legitimate means is entitled to its use. But that does not mean that one who acquires a secret formula or a trade secret through a valid and binding contract is then enabled to escape from an obligation to which he bound himself simply because the secret is discovered by a third party or by the general public
· [image: Important] You can license longer than a trade secret lasts. 
· Duration of licenses:
· In absence of specific term, courts may imply a term co-extensive with duration of the IP
. Generally true for patent and © [statutory terms]
. Is it also true for TS, which has indefinite term?
· Apportionment of risk (in assignments/licenses)
· Parties can contract for risk of IP invalidity
. Patent assignor/licensor has some control over risk
. TS assignor/license has less control over the risk
2. Independent discovery; inadvertent disclosure
2. Royalties may be discounted due to risk of TS invalidity
Unit 2 - Copyright and the DMCA 
· Copyright Primer
· Exclusive Rights:
· Reproduction
· Derivative works
· Distribution
· Performance and display
· Subject matter [17 U.S.C. § 102]
· “original works of authorship”
· “fixed in any tangible medium of expression”
· Enumerated categories
· Specific categories have specific copyright attributes
· “idea/expression dichotomy”
· Merger doctrine
· Indirect Liability
· Contributory liability (“[O]ne who, with knowledge induces, causes or materially contributes . . . may be held liable as a contributory infringer”)
· Vicarious liability – profiteering: right and ability to supervise + financial interest
· Direct infringement must be shown
· Difference between those who directly infringe and those who assist in infringement 
· Can only be an indirect infringer if you establish direct infringement 
· Note:
· Sometimes people would rather go after the contributory infringer…esp if direct infringer is the little guy and the indirect infringer is a big company 
· Fair Use
· Review 17 U.S.C. § 107
· Illustrative purposes: criticism, comment, news reporting, teaching, scholarship or research
· The Four Factors of Section 107
· Purpose and character of use
· Nature of copyrighted work
· Amount and substantiality of portion used
· Effect upon potential market or value
 
· Database protection; DMCA anticircumvention prohibitions; shrinkwrap 
. [image: Book to read] Assessment Tech v. Wiredata 
· FACT(S): WIREdata, owned by Multiple Listing Services, Inc., wants to obtain, for use by real estate brokers, data regarding specific properties- address, owner's name, the age of the property, its assessed valuation, the number and type of rooms, and so forth-from the southeastern Wisconsin municipalities in which the properties are located. The municipalities collect such data in order to assess the value of the properties for property- tax purposes. Ordinarily they're happy to provide the data to anyone who will pay the modest cost of copying the data onto a disk. Indeed, Wisconsin's “open records” law, requires them to furnish such data to any person who will pay the copying cost. However, three municipalities refused WIREdata's request. They (or the contractors who do the actual tax assessment for them) are licensees of AT. The open-records law contains an exception for copyrighted materials, and these municipalities are afraid that furnishing WIREdata the requested data would violate the copyright.
· ISSUE: the general issue that the appeal presents is the right of the owner of such a copyright to prevent his customers (that is, the copyright licensees) from disclosing the compiled data even if the data are in the public domain. 
· HOLDING: Wiredata CAN use the data. our plaintiff did not create the database that it is seeking to sequester from WIREdata; or to be more precise, it created only an empty database, a bin that the tax assessors filled with the data. It created the compartments in the bin and the instructions for sorting the data to those compartments, but those were its only innovations and their protection by copyright law is complete. To try by contract or otherwise to prevent the municipalities from revealing their own data, especially when, as we have seen, the complete data are unavailable anywhere else, might constitute copyright misuse. 
· RULE(S):
· Copyright law unlike patent law does not require substantial originality. In fact, it requires only enough originality to enable a work to be distinguished from similar works that are in the public domain, since without some discernible distinction it would be impossible to determine whether a subsequent work was copying a copyrighted work or a public-domain work. 
· Obvious orderings, the lexical and the numeric, have long been in the public domain, and what is in the public domain cannot be appropriated by claiming copyright. Alternatively, if there is only one way in which to express an idea--for example, alphabetical order for the names in a phone book--then form and idea merge, and in that case since an idea cannot be copyrighted the copying of the form is not an infringement.  
· Database may be protected by copyright if original in structure
· Property tax valuations collected by licensee municipalities
· Database stored in the computer program
· Harvesting data from database is non-infringing
· Citation to Sega v. Accolade [fair use to make copy in order to access compatibility information]
· No ‘sweat of the brow’ justification to regather data
· Contract vs. infringement remedies
· There was no contract here, so had to go with infringement route
· Note 4 ways to obtain data [pp. 25:8-9]
·  there are at least four possible methods by which WIREdata can obtain the data it is seeking without infringing AT's copyright; which one is selected is for the municipality to decide in light of applicable trade-secret, open-records, and contract laws. The methods are: 
. (1) the municipalities use Market Drive to extract the data and place it in an electronic file; 
. (2) they use Microsoft Access to create an electronic file of the data; 
. (3) they allow programmers furnished by WIREdata to use their computers to extract the data from their database-this is really just an alternative to WIREdata's paying the municipalities' cost of extraction, which the open-records law requires; 
. (4) they copy the database file and give it to WIREdata to extract the data from
· Just because you have a copyright in a book doesn’t mean that nothing in the book can be copyrighted
· Anticircumvention Measures
· Digital Millennium Copyright Act (DMCA) (1998) – technological protection measures
· The Digital Millennium Copyright Act (DMCA) is a United States copyright law that implements two 1996 treaties of the World Intellectual Property Organization (WIPO). It criminalizes production and dissemination of technology, devices, or services intended to circumvent measures (commonly known as digital rights management or DRM) that control access to copyrighted works. It also criminalizes the act of circumventing an access control, whether or not there is actual infringement of copyright itself. In addition, the DMCA heightens the penalties for copyright infringement on the Internet.
· Those that control access (e.g. password protection) –  §1201(a)
. Liable if you circumvent access 
1. i.e. hacking, tapping into cables
· Those that permit access but control copying or other uses (e.g. DRM) – § 1201(b)
. Might have access to instant viewing, but don’t have access to make a copy
. When you copy a movie and sell it someone else, liable 
· DMCA also prohibits falsifying or removing “copyright management information” – §1202
· i.e. removing a watermark 
· Garage industry, printer companies really quickly got into this because they have lots of products, don’t want their competition making compatible products
· Ex) co. 1 wants people buying only their products and not others' compatible products
· [image: Book to read] Chamberlain v. Skylink
· FACT(S): The technology at issue was a copyrighted "rolling code" computer program that constantly changed the transmitter signal needed to open a garage door with the owner's garage door opener (GDO). The competitor's product was a transmitter that activated the owner's GDO using this rolling code. Rival producers of garage door openers (GDO). Chamberlain alleges Skylink’s transmitter circumvents GDO security.
· HOLDING:  The district court granted the competitor's summary judgment motion because the owner failed to meet its burden on the fourth element, the lack of authorization. The owner, however, also failed to show the necessary fifth element of its claim, the critical nexus between access and protection.
· No lack of authorization here because customers were authorized to use both devices however they want to 
· RULE(S): A plaintiff alleging a violation of the DMCA must prove: (1) ownership of a valid copyright on a work, (2) effectively controlled by a technological measure, which has been circumvented, (3) that third parties can now access (4) without authorization, in a manner that (5) infringes or facilitates infringing a right protected by the Copyright Act, because of a product that (6) the defendant either (i) designed or produced primarily for circumvention; (ii) made available despite only limited commercial significance other than circumvention; or (iii) marketed for use in circumvention of the controlling technological measure. A plaintiff incapable of establishing any one of elements (1) through (5) will have failed to prove a prima facie case. A plaintiff capable of proving elements (1) through (5) need prove only one of (6)(i), (ii), or (iii) to shift the burden back to the defendant. At that point, the various affirmative defenses enumerated throughout § 1201 become relevant. 
· 17 U.S.C. §1201(a)(2) [DMCA anti-trafficking clause] claim fails:
· [image: Question] Court says circumvention is not copyright infringement
. Here in this case, or always?
· Plaintiff must prove access was unauthorized
· Plaintiff must prove access infringes right protected by Copyright Act
. Chamberlain’s customers are authorized to use copy of software in their GDOs [hence immune from §1201(a)(1)] 
1. Its my garage door opener once I buy it…if I want to buy a skylink brand to open up a garage, I can…the copy of the code (note: not the copyright) belongs to me, and I should have the right to access that copy
1. What the buyer gets access to in the end is not the copyright
· State law preemption: 
· State law cannot be the source of any other right or remedy that is covered by the copyright act
· Copyright act might give you a right for damages, including statutory damages
· Have to sue under the federal copyright act….cannot bring a state law claim for copyright infringement 
· Preemption for copyright is explicit 
· [image: Book to read] ProCD v. Zeidenberg 
· FACT(S): Appellant included a shrink-wrap license in its packaged software. Appellant also chose to discriminate in its pricing of the software between commercial and non-commercial users. Appellee purchased a consumer package of the software, but chose to ignore the license restricting its use to non-commercial purposes. Seeking to enforce the license, appellant filed for an injunction. 
· ISSUE: The license that he got for personal use only and used commercially, is there federal preemption here?
· HOLDING: Coexistence of state remedy and what statute declares to be federal preemption may give the copyright holder a choice between state remedy and federal copyright issue
· Gives copyright holder a choice on how to sue; no federal preemption 
· A buyer accepts goods under Uniform Commercial Code (U.C.C.) § 2-606(1)(b) when, after an opportunity to inspect, he fails to make an effective rejection under U.C.C. § 2-602(1). 
· RULE(S):
· The Copyright Act, 17 U.S.C.S. § 301(a), preempts any legal or equitable rights under state law that are equivalent to any of the exclusive rights within the general scope of copyright as specified by § 106 in works of authorship that are fixed in a tangible medium of expression and come within the subject matter of copyright as specified by §§ 102 and 103. 
· No federal preemption where contract rights are not ‘equivalent to any of the exclusive rights within the general scope of copyright’ [17 U.S.C.§301(a)]
· Whats in the box here is mix of copyrighted AND uncopyrighted material 
· The Google Book Project; public performance 
· [image: Book to read] Authors Guild v. Google (2011-2015)
· Google scans 20 million books (including copyrighted works) provided by libraries
· Digital copies stored on secure servers
· Google search engine can locate books, provide basic information
· Enables “text/data mining”
· Snippets provide limited viewing of text
· Rights holders may opt out
· Most old books arent under copyright because
· Either copyright owners forgot to renew copyright or
· Owner dies and kin don’t care to renew or don’t know to renew
· Note: now, copyright now lasts for 70 years after the death of the owner 
· If you are a copyright holder and you don’t want your book up there, then you can ask google to take it down 
· First, trial court decides:
· Trial court rejects amended settlement agreement of class action
. Google would respect opt outs, share revenues
· Orphan books is “a matter for Congress”
· Opt out would work expropriation of copyrights by Google
· Antitrust, Berne Convention “concerns”
· Later, 2nd circuit decision decides:
· Upholds November 2013  grant of summary judgment for Google, finding Google Book Project “fair use” under 17 U.S.C. §107
· Google’s digitization, search function, snippet function are ‘transformative’
. Snippets show “just enough context” to identify books of interest – Google does not reveal entire digital copy
. Phrase transformative use isnt part of statute
2. Giving something a whole different character 
· Says everything google project does here falls within fair use
· Class action is dismissed
· Google’s ‘commercial motivation’ do not defeat fair use
· Google’s security features adequate
· [image: Book to read] ABC v. Aereo 
· FACT(S):  Petitioners claimed that respondent violated their rights under the Copyright Act by selling a service that allowed subscribers to watch television programs over the Internet at about the same time the programs were broadcast over the air.
· ISSUE:  Does Aereo satisfy the Transmit clause? Specifically: First, in operating in the manner described above, does Aereo “perform” at all? And second, if so, does Aereo do so “publicly”?
· HOLDING: Yes, yes, and yes. 
· Aereo is not simply an equipment provider. Rather, Aereo, and not just its subscribers, “perform[s]” (or “transmit[s]”). Aereo’s activities are substantially similar to those of the CATV companies that Congress amended the Act to reach
· Aereo transmits a performance whenever its subscribers watch a program
·  Aereo transmits a performance of petitioners’ copyrighted works to the public, within the meaning of the Transmit Clause.
· RULE(S): Under the Transmit Clause that was added to the Copyright Act in 1976, an entity performs a work publicly when it transmits a performance of the work to the public. 17 U.S.C.S. § 101. Under the Act, to "transmit" a performance is to communicate it by any device or process whereby images or sounds are received beyond the place from which they are sent, 17 U.S.C.S. § 101, and to "perform" an audiovisual work means “to show its images in any sequence or to make the sounds accompanying it audible.”
· 1976 Copyright Act 
· clarifies definition of “perform” to cover CATV - see 17 U.S.C. §101
· Regulates cable companies “public performances” [e.g. compulsory license scheme]
· Technological differences (capture by personal antenna, making of personal copy) do not matter
· Subscribers are large number of people, unrelated and unknown to each other
· Public need not be spatially or temporally “situated together”
· Is what aereo doing performing? Is what aereo doing a public performance?
· Perform a work means to show images in any sequences and make the sounds audible
· This IS being done by aereo
· Performing a work publicly is to perform in a place with substantial # of people, outside of family OR to transmit a performance by means of any device wherein the members of the public receive it in the same or separate places at same or different times
· The second meaning IS being done by aereo
· DMCA OSP safe harbors; P2P and secondary liability; on-line fair use 
· Online Service Provider Safe Harbor
· Potential liability of an online service provider for the presence, on its facility, of copyrighted material 
· i.e. Youtube
· Safe harbor = a statutory scheme that if the online provider follows, it will not be liable for infringing
· Note: doesn’t mean that if they don’t do this you're definitely infringing…but you might have to litigate
· If you're within the safe harbor, though, you're pretty secure 
· There is a knowledge requirement 
· 17 U.S.C.§512(c)(1)(A)
· (i) does not have actual knowledge that the material or an activity using the material on the system or network is infringing;
· (ii) in the absence of such actual knowledge, is not aware of facts or circumstances from which infringing activity is apparent; or
· (iii) upon obtaining such knowledge or awareness, acts expeditiously to remove, or disable access to, the material;
· ***note: no willful blindness allowed
· 17 U.S.C.§512(c)(1)(B) 
· 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
· [image: Book to read] Viacom v. YouTube
· FACT(S): The plaintiffs alleged direct and secondary copyright infringement based on the public performance, display, and reproduction of approximately 79,000 audiovisual "clips" that appeared on the YouTube website between 2005 and 2008. They demanded, inter alia, statutory damages pursuant to 17 U.S.C. § 504(c) or, in the alternative, actual damages from the alleged infringement, as well as declaratory and injunctive relief.
· ISSUE: Whether the DMCA safe harbor at issue requires "actual knowledge" or "aware[ness]" of facts or circumstances indicating "specific and identifiable infringements,"
· HOLDING: The statutory phrases "actual knowledge that the material is infringing" and "facts or circumstances from which infringing activity is apparent" refer to knowledge of specific and identifiable infringements. 
· RULE(S):
· [image: Important]  The 17 U.S.C.S. § 512(c) safe harbor will apply only if the service provider: 
. (A)
1. (i) does not have actual knowledge that the material or an activity using the material on the system or network is infringing; 
1. (ii) in the absence of such actual knowledge, is not aware of facts or circumstances from which infringing activity is apparent; or 
1. (iii) upon obtaining such knowledge or awareness, acts expeditiously to remove, or disable access to, the material; 
. (B) 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; and 
. (C) upon notification of claimed infringement as described in paragraph (3), responds expeditiously to remove, or disable access to, the material that is claimed to be infringing or to be the subject of infringing activity
·  17 U.S.C.S. § 512(c) sets forth a detailed notification scheme that requires service providers to designate an agent to receive notifications of claimed infringement, § 512(c)(2), and specifies the components of a proper notification, commonly known as a takedown notice, to that agent,§ 512(c)(3). Thus, actual knowledge of infringing material, awareness of facts or circumstances that make infringing activity apparent, or receipt of a takedown notice will each trigger an obligation to expeditiously remove the infringing material. 
·  Willful blindness is knowledge, in copyright law as it is in the law generally. A person is willfully blind or engages in conscious avoidance amounting to knowledge where the person was aware of a high probability of the fact in dispute and consciously avoided confirming that fact.
· What is the kind of knowledge youtube would have to have before it would have to takedown or be liable?
· The knowledge has to be specific knowledge
. An OSP is not going to be liable for infringement simply because it knows there is some infringing stuff up there. Knowledge has to be specific with respect to some particular work in order for there to be infringement
· Take Down Regime
· 17 U.S.C. §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 infringing or to be the subject of infringing activity
· 17 U.S.C. §512(c)(3) provides formal elements of take down notification 
· 17 U.S.C. §512(f) creates liability for knowing misrepresentation in a take down notice that material is infringing
· Consideration of Fair Use
· 17 U.S.C.§512(c)(3)(A)(v) requires “a statement that the complaining party has a good faith belief [subjective standard] that use of the material in the manner complained of is not authorized by the copyright owner, its agent, or the law”
· Fair use is not an excuse for infringement
· rather it is “wholly authorized by the law”
· Copyright holder must consider fair use before sending takedown notice
· if not, good faith belief of infringement cannot be asserted
· [image: Book to read] Lenz v. Universal Music 
· FACT(S): Universal sends YouTube (Google) take-down notice for Lenz’s 29-second video of kids dancing to Prince song. Lenz sends counter-notification, YouTube restores video. Lenz sues Universal for misrepresentation under§512(f)  (…she is saying that Universal misrepresented the infringing nature of the work)
· ISSUE: whether copyright holders have been abusing the extrajudicial takedown procedures provided for in the DMCA by declining to first evaluate whether the content qualifies as fair use.
· HOLDING: We hold that the statute requires copyright holders to consider fair use before sending a takedown notification, and that failure to do so raises a triable issue as to whether the copyright holder formed a subjective good faith belief that the use was not authorized by law. 
· RULE(S): 17 U.S.C.S. § 512(f) requires copyright holders to consider fair use before sending a takedown notification; failure to do so raises a triable issue as to whether the copyright holder formed a subjective good faith belief that the use was not authorized by law.
·  Notwithstanding the provisions of 17 U.S.C.S. §§ 106 and 106A, the fair use of a copyrighted work, for purposes such as criticism, comment, news reporting, teaching (including multiple copies for classroom use), scholarship, or research, is not an infringement of copyright. 
· In determining whether the use made of a work in any particular case is a fair use the factors to be considered shall include: 
. (1) the purpose and character of the use, including whether such use is of a commercial nature or is for nonprofit educational purposes; 
. (2) the nature of the copyrighted work; 
. (3) the amount and substantiality of the portion used in relation to the copyrighted work as a whole; and 
. (4) the effect of the use upon the potential market for or value of the copyrighted work. The fact that a work is unpublished shall not itself bar a finding of fair use if such finding is made upon consideration of all the above factors.
· Step 1: is it infringing?
· Step 2: is it fair use?
· If yes…no copyright liability 
· Takeaway here is NOT that this is a fair use case, takeaway is that Universal was incorrect in not considering fair use in issuing the takedown notice 
· Liability of Device Manufacturers
· [image: Highlight] Sony v. Universal City Studios, Inc. (1984)
· “Betamax” (format for video recorders) contributory liability aspects
· Studios sue Sony, not direct infringers
· Note: these studios that sued didn’t represent the majority…many studios were a fan of the betamax's because it meant more people were watching and more ratings for their shows 
· Indirect liability arises only where there is direct infringement
· Contributory infringement knowledge not imputed when device has substantial non-infringing use
· [image: Important] Staple Article Exception: If device has a substantial, non-infringing use, the customers arent necessarily infringing 
· Time shifting is fair use
· Recording to watch later is fair use
· Staple Article Defense
· Copyright act does not expressly create indirect liability, but long-standing common law tradition
· Contrast with Patent Act statutory liability
. 35 U.S.C. §271(b) – inducement
. 35 U.S.C. §271(c) – contributory infringement
· Action for contributory infringement
· Knowing sale of a component made for use in connection with a particular patent
· Staple article exception 
. “Capable of substantial non-infringing use”
· [image: Book to read] MGM v. Grokster
· FACT(S): The distributors were aware that users employed their free software primarily to download copyrighted files, but the distributors contended that they could not be contributorily liable for the users' infringements since the software was capable of substantial noninfringing uses such as downloading works in the public domain. 
· ISSUE: The question is under what circumstances the distributor of a product capable of both lawful and unlawful use is liable for acts of copyright infringement by third parties using the product.
· HOLDING:  One who distributes a device with the object of promoting its use to infringe copyright, as shown by clear expression or other affirmative steps taken to foster infringement, is liable for the resulting acts of infringement by third parties.  
· RULE(S):
· [image: Important]  One who distributes a device with the object of promoting its use to infringe copyright, as shown by clear expression or other affirmative steps taken to foster infringement, is liable for the resulting acts of infringement by third parties.  
·  One infringes copyright contributorily by intentionally inducing or encouraging direct infringement, and infringes vicariously by profiting from direct infringement while declining to exercise a right to stop or limit it. 
· Where an article is good for nothing else but infringement, there is no legitimate public interest in its unlicensed availability, and there is no injustice in presuming or imputing an intent to infringe. Conversely, the doctrine absolves the equivocal conduct of selling an item with substantial lawful as well as unlawful uses, and limits liability to instances of more acute fault than the mere understanding that some of one's products will be misused. It leaves breathing room for innovation and a vigorous commerce.
· Evidence of active steps taken to encourage direct copyright infringement, such as advertising an infringing use or instructing how to engage in an infringing use, show an affirmative intent that the product be used to infringe, and a showing that infringement was encouraged overcomes the law's reluctance to find liability when a defendant merely sells a commercial product suitable for some lawful use. 
· In addition to intent to bring about infringement and distribution of a device suitable for infringing use, the inducement theory requires evidence of actual infringement by recipients of the device.
· Reverses summary judgment for indirect liability
· Inducement
· Vicarious liability
· In Grokster there is inducement (theory of liability borrowed from patent law)
· Note requirement of proof of actual infringement (not a problem with Grokster!)
Unit 3 - Patent Law
· Introduction
· What
· A right granted by the government to an inventor 
· to prevent others from using the invention
· for a limited time (20 years)
· in exchange for a detailed disclosure of the invention
· Have to give up everything you know about the patent 
· "the right to exclude others from your invention"
· Why
· an incentive to innovate and (by disclosing) contribute to the public knowledge base
· Invention
· a solution to a specific technological problem
· How
· Application/Examination/Issue by USPTO
· Compare other IP forms
· Backbone of the “knowledge economy”
· Utility Patents
· functional invention (ex.] chair)
· Design Patents
· ornamental [industrial] design for articles of manufacture
· Cannot be functional 
· Plant Patents
· any distinct and new variety of plants
· What is a utility patent?
· The right to exclude others from
· Making
· Using
· Selling (+ offer)
· Importing
· --> the patented item
· In a technical invention
· For a limited term (20 yrs)
· The right to use is not conferred by patent
· Patent only confers the right to exclude 
· [image: Important] What inventions qualify for patent?
· Must be patentable subject matter
· some discoveries are excluded
· Must be novel
· not previously known or used (in public domain)
· must add to public knowledge base
· Must be useful (utility patents)
· have real world application (not just theoretical)
· Must not be obvious extension of prior art
· trivial/casual improvements not patentable
· an “inventive leap” (some degree of ingenuity) required
· Who can get a patent?
· The inventor(s)
· Nationality unimportant
· Note: apple cannot apply for a patent…theyre not making the iphone, their employees are
· Only an inventor can apply for a patent 
· Inventors who are first to
· Invent (US) (pre-3/16/13 in US)
· File for a patent (everywhere else) (post 3/16/13 in US, always in other countries)
. for patents filed after 3-16-13, America Invents Act of 2011
· -->used to be first to invent country…now its first to file system
. Applies only to applications filed after 3/16/13
· Other inventors cannot use ℗ invention
· Even if they develop it independently
· Limited exceptions (“prior user” defense)
. If in commercial use more than 1 year prior to filing date 
1. If you used a patented product commercially for more than 1 year before the other person filed for patent protection 
. Applies to all patents except those owned by universities
2. Applies only to patents filed after AIA
· What are the formalities?
· Must file for ℗ separately in each country
· Application must contain
· Specification
. Abstract (summary)
. Background of the invention
. Detailed description
3. what the invention is
3. how it works
3. what it does
3. how to use it
3. --> also shows that the inventor is in possession of the invention at the time of application
. Claims
4. These are the legal metes & bounds of the exclusive rights
· References to prior art
· this is knowledge that is already in the public domain
· Oath
· Steps in Securing a Patent
· Conception (the idea)
· Reduction to practice (working model)
· Application (USPTO)
· Examination (USPTO)
· Opposition (USPTO)
· Allowance (Issue) (USPTO)
· Typically will get less than all the claims you have sought 
· Post Grant Review / Re-exam (USPTO)
· This is a fairly new aspect 
· Even if patent has been issued, any other 3rd party can seek review of patent in patent office and try to get the claims cancelled or reissued
· Only applies to patents filed after 3/2016
· Cheaper than litigating or validating the scope of a patent in court
· Moves a judicial process into an administrative process 
· Enforcement (Fed Ct / ITC [imports])
· Federal district court has exclusive jurisdiction over patents…cant take this to state courts
· All patent appeals go to a nationwide court
· ITC imports
. If you believe a product is being imported and it violates your patent, can have ITC block the import
· What good is a patent?
· Patent Value derives from Exclusive Rights
· Ability to extract “monopoly rents” and prevent competition
· Patents balance social welfare theories
· Restraint on competition vs incentive to invent
. accomplished by limited patent term & disclosure
· How patent value is realized
· Working the patent (e.g., selling the product)
· Assignment (sale of patent rights)
. Patents are assignable
· License (authorization for use)
. You keep ownership of your patent, just allow others to use it 
. Exclusive
. Non-exclusive
· Damages (through infringement suits)
. Sue others for infringement 
. This is a hot topic, especially for non-practicing entitities ("patent trolls", people with a patent who arent using it and just waiting for them to infringe on your patent in order to sue them
· Patent Authorization
· 35 USC § 101
· “Whoever invents or discovers any new and useful process*, machine, manufacture, or composition of matter, or any new and useful improvement thereof, may obtain a patent therefor, subject to the conditions and requirements of this title.”
. process (method)
1. A way of doing something
. Product
2. A thing
· pioneering vs. improvement
. We've never had this before vs. we're making this better
. The process is the same for both of these
· Patentable Subject Matter
· General Rule
· any product or process (“includes anything under the sun that is made by man”) 1952 Committee Report
· Exclusions
· None statutorily
· Judicially-created
. laws of nature, natural phenomena, abstract ideas 
1. CANNOT patent these 
. Such fundamental principles are "part of the storehouse of knowledge . . . free to all men and reserved exclusively to none." 
. "Phenomena of nature, though just discovered, mental processes, and abstract intellectual concepts are not patentable, as they are the basic tools of scientific and technological work.” Gottschalk v. Benson (1972)
· Products of Nature
· Funk Seed v. Kalo Inoculant (1948) [p.153]
· mix of bacteria to inoculate nitrogen producing plants
· “He who discovers a hitherto unknown phenomenon of nature has no claim to a monopoly of it which the law recognizes. If there is to be invention from such a discovery, it must come from the application of the law of nature to a new and useful end.”
· "Each of the species [claimed] [works as it has always worked]. The combination of species produces no new bacteria... The bacteria perform in their natural way” 
· *distinction between discovery & invention 
· To patent, has to come from application of law of nature, has to be new and useful application of law of nature 
· [image: Book to read] Diamond v. Chakrabarty
· FACT(S):In 1972, Chakabarty filed patent app for invention of human-made genetically engineered bacterium that is capable of breaking down multiple components of crude oil. No naturally occurring bacteria can do this, so the invention has significant value for the treatment of oil spills. Current treatment of spills is not as quick or efficient as this invention. Chakrabarty had 3 types of patent claims:
· Process claims for the method of producing the bacteria
· Claims for an inoculum comprised of a carrier material floating on water
. Ex.) bacteria + straw
· Claims to the bacteria themselves
Patent examiner allowed claims for 1 and 2, but rejected #3, saying that living things are not patentable subject matter under USC 101
· ISSUE: Is a live, human-made micro-organism patentable subject matter U.S.C sect 101?
· HOLDING:Yes, respondents micro-organism qualifies as patentable subject matter because his claim is to a non-naturally occurring manufacture or composition of matter, a product of human ingenuity having a distinctive name, character, and use. 
· RULE(S):
· Living organisms can be patentable (if it is a human-made invention, and not a product of nature). 
· a live, human-made micro-organism is patentable subject matter under 35 USCS 101, such a micro-organism constituting a "manufacture" or "composition of matter" within the meaning of 101
· Manufacture: production of articles from raw materials with new forms, qualities, properties, or combinations
· Composition of matter: all compositions of 2 or more substances, including chemical union
· [image: Book to read]  Parke-Davis v. Mulford 
· FACT(S):  P wants injunction against infringement of two patents of an extract [Adrenalin] coming from glands of living animals. Patent concerns only the product as extracted by the patentee. D allegedly infringed by creating two products that used Adrin, the active chemical principle of the suprenal glands that Adrenalin comes from. D says P's patent invalid bc products aren't patentable 
· ISSUE: Are products patentable? Specifically, is the extract discussed in this case patentable?
· HOLDING: Yes.The court's finding was that several of the instant claims of plaintiff's patents pertaining to medically related chemical processes were valid and infringed.
· RULE(S): A product of a living thing can be patented if it does not exist on its own in nature (i.e. it exists on its own because a human extracted it)
· NOTES: the adrenalin was patentable because it was so separated out of its natural context that it is like a whole new thing, not a phenomenon as it exists in your body // Adrenaline is a product of nature, but its patentable because adrenaline in a test tube, put there by the human hand, didn’t actually exist in nature
· Issue:
. Are naturally occurring chemicals patentable?
· Used the "Substantial Transformation Test" here
. Even if only a purified version of gland extract
. It may in fact be a new substance if it has qualities that are not found in nature
· Subject Matter
· Not every “invention” is patentable
. Must be within § 101
. Must not be judicially excluded
. laws of nature, natural phenomena, abstract ideas
· Rationale
· Purpose of patents is to promote innovation
· Some patents might inhibit innovation
. by putting entire fields of research off-limits
· Central dogma of patent law
· laws of nature are not patentable
· but all technology involves applying those laws
· science is not patentable; technology is
. the application of science is patentable if it creates a novel product or process
. what about instructions on how to apply the laws of science?
· [image: Book to read] Mayo v. Prometheus
· OVERVIEW: The patents concerned a method of determining the proper dosage of thiopurine drugs which were metabolized differently by different patients with autoimmune diseases to avoid harmful side effects or ineffectiveness. The U.S. Supreme Court unanimously held that the patents were not patent-eligible since the relationships between concentrations of metabolites in the blood and the likelihood that a thiopurine drug dosage would prove ineffective or cause harm were known laws of nature, and the patents did not describe genuine applications of those laws. The steps of administration of the drugs by physicians who already used the drugs, advising the physicians to apply the natural laws in making treatment decisions, and directing the measurement of metabolite levels were well known and simply told the physicians to engage in well-understood, routine, conventional activity previously engaged in by scientists in the field. Further, considering the steps as an ordered combination added nothing to the laws of nature that was not already present when the steps were considered separately, and there was no inventive concept in the claimed application of the natural laws.
· FACT(S): Mayo Collaborative Services and Mayo Clinic Rochester (Defendant) argued that processes claimed by patents exclusively licensed by Prometheus Laboratories, Inc. (Plaintiff) basically claimed natural laws or natural phenomena, that is, the correlations between thiopurine metabolite levels and the toxicity and efficiency of thiopurine drugs, and, therefore, were unpatentable.  The patent claims for the patents set forth processes embodying researchers’ findings that identified correlations between metabolite levels and likely harm or ineffectiveness with precision.  Each claim recited (1) an “administering” step—instructing a doctor to administer the drug to his or her patient; (2) a “determining” step—telling the doctor to measure the resulting metabolite levels in the patient’s blood; and (3) a “wherein” step—describing the metabolite concentrations above which there is a likelihood of harmful side effects and below which it is likely that the drug dosage is ineffective, and informing the doctor that metabolite concentrations above or below these thresholds “indicate a need” to decrease or increase (respectively) the drug dosage.
· ISSUE: Is a patent invalid under § 101 of the Patent Act, as a natural law where steps in the claimed processes involve, in addition to natural laws themselves, well-understood, routine, conventional activity previously participated in by researchers in the field and where upholding the patent would risk disproportionately tying up the use of the underlying natural laws, inhibiting their use in the making of further discoveries?
· HOLDING: Yes.  Under § 101 of the Patent Act, a patent is invalid as a natural law where steps in the claimed processes involve, in addition to natural laws themselves, well-understood, routine, conventional activity previously participated in by researchers in the field and where upholding the patent would risk disproportionately tying up the use of the underlying natural laws, inhibiting their use in the making of further discoveries.  Because the laws of nature recited by Prometheus’ patent claims—the relationships between concentrations of certain metabolites in the blood and the likelihood that a thiopurine drug dosage will prove ineffective or cause harm—are not themselves patentable, the claimed processes are not patentable unless they have added features that provide practical assurance that the processes are genuine applications of those laws rather than drafting efforts designed to monopolize the correlations.  The three additional steps in the claimed processes here are not themselves natural laws but are also not enough to transform the nature of the claims.  
· RULE(S): 
. Under § 101 of the Patent Act, a patent is invalid as a natural law where steps in the claimed processes involve, in addition to natural laws themselves, well-understood, routine, conventional activity previously participated in by researchers in the field and where upholding the patent would risk disproportionately tying up the use of the underlying natural laws, inhibiting their use in the making of further discoveries.
.  If a law of nature is not patentable, then neither is a process reciting a law of nature, unless that process has additional features that provide practical assurance that the process is more than a drafting effort designed to monopolize the law of nature itself. A patent, for example, could not simply recite a law of nature and then add the instruction "apply the law." 
. Simply appending conventional steps, specified at a high level of generality, to laws of nature, natural phenomena, and abstract ideas cannot make those laws, phenomena, and ideas patentable
· NOTES:
. Instructions not patent absent use of technology
. Applying formula not patent absent application to technology
. Novel process may be patent if it uses technology 
. Process of discovering a law of nature without using technology is not patentable
· Process not patentable here because no technology tied to it 
· [image: Book to read] AMP v. Myriad Genetics
· OVERVIEW: The laboratory isolated genes mutations of which increased the risk of ovarian and breast cancer and synthetically created cDNA containing only the genetic code for amino acids, and the laboratory's patents granted the laboratory the exclusive rights to develop medical tests for detecting DNA mutations and assessing a patient's cancer risk. The U.S. Supreme Court unanimously held that a naturally occurring DNA segment was a product of nature and not patent eligible under 35 U.S.C.S. § 101 merely because it was isolated, but cDNA was patent eligible because it was not naturally occurring. In isolating the genes, the laboratory found important and useful genes but did not create or alter either the genetic information encoded in the genes or the genetic structure of the DNA, and the location and order of the genetic sequences existed in nature before the laboratory isolated them. However, cDNA which removed codes for anything other than amino acids was not a product of nature and was patent eligible since the removal of the unwanted codes unquestionably created something new.
· FACT(S): The Association for Molecular Pathology along with several other medical associations, doctors and patients sued the United States Patent and Trademark Office (USPTO) and Myriad Genetics to challenge several patents related to human genetics. The patents cover the BRCA1 and BRCA2 genes and certain mutations that indicate a high risk of developing breast cancer. The suit also challenged several method patents covering diagnostic screening for the genes. Myriad argued that once a gene is isolated, and therefore distinguishable from other genes, it could be patented. By patenting the genes, Myriad had exclusive control over diagnostic testing and further scientific research for the BRCA genes. Petitioners argued that patenting those genes violated §101 the Patent Act because they were products of nature. 
· Issue 1
· Is isolated & purified DNA §101 subject matter?
· Analysis
· No. Myriad isolated the BRCA genes from DNA strand
· Isolated genes not transformed from natural state
· Isolated sequence (exons only) is also found in mRNA
· Natural phenomena are not §101 subject matter
· Myriad has “discovered,” not “invented” BRCA
· Even though it extracted the gene from its natural surrounding (i.e., broke the chemical bonds in DNA)
· Hard work is not sufficient for patent
· Issue 2
· Is cDNA §101 subject matter?
· Analysis
· Yes. cDNA is synthesized; does not exist in nature
· Even though its exon coding sequence does
· Compare synthetic diamonds to diamonds
. Same carbon molecule
· RULE(S): A naturally occurring deoxyribonucleic acid segment is a product of nature and not patent eligible merely because it has been isolated, but synthetic composite DNA is patent eligible because it is not naturally occurring. 
· Law of Nature Doctrine
· PTO Guidance for Patent Examiners 
· Does the claim as a whole recite something significantly different than the judicial exception(s)?
· by practically & significantly applying the exception, or
· including steps demonstrating a significant difference
· Examples:
· sig. different in structure from naturally occurring item;
· meaningful limits on the claim such that others are not foreclosed from using the law of nature;
· claim includes a “machine or transformation” of the naturally occurring item
· Uncertainty persists in applying Myriad & Mayo
· Utility, Novelty & Statutory Bars
· U.S. Const, Art. I, §8, cl. 8
· “Congress has power to “promote the progress of science and useful arts.”
· 35 USC §101
· “Whoever invents or discovers any new and useful …”
· What means “useful”?
· Invention must actually work
· Not a moral/social judgment of utility
· Just asking 'does it work as advertised'
· Can still patent products that are harmful to society 
· This is different from trademark side of PTO…they will make social judgments (like Redskins trademark getting revoked)
· But some application to a real world problem
· Not a very high standard
· Applicant must satisfy examiner on utility
· Manual of Patent Examining Procedure §2107
· Guidelines for Examination of Applications for Compliance with the Utility Requirement
· to be followed by Office personnel in the evaluation of any patent application
· The Guidelines do not constitute substantive rulemaking and hence do not have the force and effect of law
· Utility under Manual of Patent Examining Procedure (for Utility Patents)
· [image: Important] Invention must have well-established utility:
· If a person of ordinary skill in the art would immediately appreciate why the invention is useful, AND
· The utility is specific, substantial, and credible
· Specific utility
. Particular practical function must be identified
1. E.g. treatment of diabetes, not treatment of disease
1. A gene sequence (now cDNA only) can't be patented unless the protein it codes for is identified 
· Credible Utility
. Invention must actually work
. excludes hypothetical, conjectural inventions
2. perpetual motion machine; See Newman v. Quigg (Fed. Cir 1989)
. must be reduced to practice – to show how it works
· Substantial Utility
. qualitative judgment on significance of invention
. avoids frivolous uses and “throw-away” inventions that do not really add to the storehouse of knowledge
2. e.g., use of a transgenic mouse as snake food
2. but devices that simply amuse can be patented
. [image: Important] MUST HAVE ALL FOUR OF THESE TO HAVE UTILITY 
· Meaning of utility in a product patent?
. Product (machine, manufacture, composition of matter) must have specific function
· Meaning of utility in a process patent?
. The process must produce a known product
· The product itself must meet utility requirement
· But need not be patentable (e.g., not novel)
· Tip: you can file a provisional application before you have supporting data demonstrating utility, and then try to obtain the data by the time you need to file the full application (1 yr)
· Drug Patents
· Utility in pharmaceutical compounds
· For PTO purposes, animal trials suffice
· CAFC: sufficiently probative of efficacy in humans
· For FDA purposes, full human clinical trials needed
· Use Patents 
· (A patent on a new use for a known product, aka a Method of Use Patent)
· Use of a patented product for new purpose
· (technically a process patent)
· Ex: Patent 5,250,534 (1993) [Assignee Pfizer]: chem- ical compounds (including sildenafil)
. Claim 1: “A compound of the formula ….
. Claim 6: “A compound of the formula of Claim 1 for use in medicine, particularly for the treatment of angina, hypertension, heart failure or atherosclerosis.”
· Patent 6,469,012 (2002) [Pfizer]: method for treat-ment of male erectile dysfunction using sildenafil
. Upheld in Pfizer v. Teva Pharma, (E.D. Va. 2011)
 
· [image: Book to read] Juicy Whip v. Or. Bang
· OVERVIEW: Plaintiff, a patent assignee, sued defendants for infringement of its post-mix beverage dispenser. Defendants moved for summary judgment of invalidity and the district court granted the motion on grounds that plaintiff's invention lacked utility as its purpose was to increase sales by deception and was unpatentable under 35 U.S.C.S. § 101. On appeal, the court reversed and remanded. The requirement of utility in patent law was not a directive to the Patent and Trademark Office or the courts to serve as arbiters of deceptive trade practices. The fact that one product could be altered to make it look like another was in itself a specific benefit sufficient to satisfy the statutory requirement of utility. The district court erred in holding that the invention of the patent lacked utility because it deceived the public through imitation in a manner that was designed to increase product sales.
· FACT(S): Juice Whip, Inc. (Plaintiff) has a patent for a post-mix beverage dispenser that is intended to look like a pre-mix beverage dispenser. A post-mix dispenser stores beverage syrup concentrate and water in separate locations until the beverage is ready to be dispensed. On the other hand, a pre-mix beverage dispenser pre-mixes the syrup concentrate and water and the beverage is stored in a display reservoir bowl until it is ready for dispensing. A pre-mix dispenser’s display bowl stimulates impulse buying. However, this process also creates the need to clean the bowl frequently due to bacteria building up. The patented dispenser therefore has the appearance of a pre-mix dispenser but functions as a post-mix dispenser, which decreases maintenance. Plaintiff sued Orange Bang, Inc. (Defendant) alleging it was infringing on the patent. The district court granted Defendant’s motion for summary judgment and held the patent invalid due to lack of utility.
· ISSUE:  Does the post-mix dispenser that looks like a pre-mix dispenser lack utility?
· HOLDING: No. The post-mix dispenser does not lack utility. The Patent Act provides that whoever invents any useful machine may obtain a patent for it. An invention is useful if it is capable of providing some identifiable benefit.  The statutory requirement of utility is satisfied if one product can be altered to make it resemble another, because that in and of itself is a benefit. It is common for a product to be designed to appear to viewers to be something that it is not and there are many patents directed at making one product imitate another. The value of such products is that they appear to be something that they are not. Here, the post-mix dispenser has utility because it embodies the features of a post-mix dispenser while imitating the visual appearance of a pre-mix dispenser. Just because consumers ma believe that they are receiving fluid directly from the display tank does not mean the invention does not have utility. Even if it was considered deceptive, that does not mean it is unpatentable. Other agencies, and not the Patent and Trademark Office, are delegated the task of protecting customers from fraud and deception in the sale of food products. Furthermore, it is the task of Congress to declare particular types of inventions unpatentable. 
· RULE(S):
· The fact that one product can be altered to make it look like another is in itself a specific benefit sufficient to satisfy the statutory requirement of utility. 
· The requirement of "utility" in patent law is not a directive to the Patent and Trademark Office or the courts to serve as arbiters of deceptive trade practices. 
· NOTES:
· Old rule:
· imitation, deceptive and amoral products not considered useful
· New rule:
· not a function of patent law to assure moral utility
· that is left to other federal agencies and the States
· cases disallowing gambling devices disapproved
· Nomenclature
· Prior Art:
· Information in the public domain at time of invention (‘52 Act) or on effective filing date (AIA)
· Novelty:
· Whether invention is already described by prior art?
· Is it new? Is it already in the public domain?
· Priority:
· If competing inventors, who is senior, who is junior
· Define by priority, effective filing date
· Effective Filing Date:
· Actual filing date may relate back to –
· invention (‘52 Act) (only for filings before Mar. 16, 2013)
· provisional or PCT filing
· Have 30 months to file in other countries 
· Novelty
· 35 USC §101
· “Whoever invents or discovers any new and useful process [or product or improvement] may obtain a patent therefor”
· 35 USC §102 [1952 Act]
· “A person shall be entitled to a patent unless—
· (a) the invention was known or used by others in this country, or patented or described in a printed publication in this or a foreign country, before the invention thereof by the applicant
· 35 USC §102(a) [AIA]
· “A person shall be entitled to a patent unless—
· (1) the claimed invention was patented, described in a printed publication, or in public use, on sale, or otherwise available to the public before the effective filing date of the claimed invention
· Old law: novelty cut off at point of invention. New law: novelty (prior art date) cut off at point of filing (AIA)
· Other changes: Use of foreign knowledge
· Anticipation (defeats Novelty)
· Your invention is NOT new if the prior art anticipates it 
· Prior Art
· Documentary evidence of prior knowledge by others  (Domestic or Foreign)
· only if the “reference” enables a PHOSITA to practice the invention
· Prior patent
· Publication
· The prior art to anticipate your invention will defeat novelty only if, when read by a PHOSITA (person having ordinary skill in the art), the prior art gives them enough information so that they can now make and use your invention 
· Ex.) if product = new drug, phosita for that could = biochemist 
· Nondocumentary evidence of prior knowledge by others (any under AIA; only domestic under ’52 Act)
· Prior application (eventually published or granted)
· Public knowledge
· Public Use
· Invention by another
. unless suppressed, abandoned, concealed
· New section 102(a)
· On Sale
 
· [image: Book to read] Rosaire v. National Lead
· OVERVIEW: The court on appeal was asked to determine the correctness of the judgment of the trial court, based on findings of fact and conclusions of law, holding that appellant's two patents involved in the litigation were invalid and void and that there had been no infringement by appellee company. The court examined whether an earlier experiment invalidated the patents, as the district court had held, and concluded that it did not. The appellate court held, however, that while there was disputed expert testimony, there was ample support both from the oral evidence and from documentary evidence to warrant the trial court's finding that the patents in suit had been anticipated by publication.
· FACT(S):Rosaire (Plaintiff) claimed to have invented a new method for oil prospecting and held two patents that National Lead Co. (Defendant) had allegedly infringed. Defendant argued that the patents were invalidated because Teplitz for Gulf Oil had known and used the alleged inventions extensively before the date that Plaintiff first conceived the invention. Plaintiff claimed that Teplitz’s work was a failed experiment that was not published or patented and therefore did not give the public the benefit of the experimental work. The trial court found that the work by Teplitz was a successful and adequate field trial of the prospecting method involved and a reduction to practice of that method. The trial court therefore held that the two patents involved in the litigation were invalid and void and that there had been no infringement by National Lead (Defendant). Rosaire (Plaintiff) appealed.
· ISSUE: May an invention that was known or used by others in this country before the patentee’s invention be patentable?
· HOLDING: No. An invention that was known or used by others in this country before the patentee’s invention is not patentable. The lack of publication of Teplitz’s work did not keep the alleged infringer, National Lead (Defendant), from claiming prior use as a defense. The work was done openly and in the ordinary course of the activities of the employer, a large producing company in the oil industry, and therefore no further affirmative act was required to bring the work public’s attention at large. Affirmed.
· RULE(S): 
· An invention that was known or used by others in this country before the patentee’s invention is not patentable.
· An unsuccessful experiment that is later abandoned does not negative novelty in a new and successful device. Nevertheless, the existence and operation of a machine, abandoned after its completion and sufficient use to demonstrate its practicability, is evidence that the same ideas incorporated in a later development along the same line do not amount to invention
· NOTES:
· Questions re Prior Art:
· Teplitz had early "conceived" of the methods
· Was the method also 'reduced to practice' or merely at an experimental state?
. Conception alone doesn’t constitute prior art bc the tech is not yet known
. Once reduced to practice, the tech is known 
· Conception is NOT enough
· Whats necessary to have an actual invention is reduce it to practice…make is so that it is actually working 
. Experimenting with the idea doesn’t count either 
· [image: Important] When is an invention 'reduced to practice'?
· Successful trials
· When mechanism of action is understood
. Need to have theory about why it works
. Templitz would have had to know why the method was working, and practice it out in public
· In addition to reduction to practice, public use may be required for it to become prior art 
· When is an invention in public use?
· Done openly in ordinary course of business
· Openly: not a Trade Secret
· Course of business: commercial usage
· Need not be known by public at large, but use or knowledge needs to be corroborated
· Theory: one skilled in the art would know of it
· otherwise, too easy to construct a prior use
· secret use not disqualifying but may be suspect
· Limited to US knowledge/use until AIA
· Statutory Bar
· This does not defeat novelty, but still denies patent
· 35 USC §102 [1952 Act]
· “A person shall be entitled to a patent unless—
· (b) the invention was patented or described in a printed publication in this or a foreign country or in public use or on sale* in this country, more than one year prior to the date of the application for patent in the United States
· If its your own prior public use, it doesn’t defeat novelty, but it could defeat patent under the statutory bar. After you have invented, you have ONE YEAR to file. If you don’t file within a year, you are not getting your patent
. It’s a way to move things along
. If you haven't filed within a year, presume you've either abandoned invention or dedicated it to the public domain 
. After disclosure (use in business, or in public), have 12 mos to patent 
3.  
· Creates a 12mo Grace Period after disclosure
· Note: other countries give you NO grace period
· Policy: promote diligence & speedy disclosure
· Applies both to acts of inventor and others
· an inventor cannot be defeated by her own publication/use under §102(a) but can by §102(b)
· Efforts to commercialize don’t have to succeed
· [image: Question] NO grace period for disclosures by 3rd parties, unless the 3rd party learned of disclosure from inventor 
· Grace Period under AIA
· 35 USC §102 [AIA]
· (b) Exceptions
· (1) A disclosure made 1 year or less before the effective filing date of a claimed invention shall not be prior art to the claimed invention under subsection (a)(1) if—
· (A) the disclosure was made by the inventor or joint inventor or by another who obtained the subject matter disclosed directly or indirectly from the inventor or a joint inventor; or
· no grace period for disclosures by 3rd parties…
· (B) the subject matter disclosed had, before such disclosure, been publicly disclosed by the inventor or a joint inventor or another who obtained the subject matter disclosed directly or indirectly from the inventor or a joint inventor.
· …unless 3rd party learned invention from applicant
· Under AIA, prior disclosures give you a 1 year grace period ONLY if its your own disclosure 
· [image: Important] How do you lock in your invention?
· File for a patent
or
· File for a provisional
or
· Put it in public use, publish
· Gives you a year to file and cuts out any competitors completely
· Known as a poor mans provisional…doesn’t cost anything
· Have to have invention in hand 
· Note: no grace period in Europe
· AIA; Non-Obviousness
· 1952 Patent Act
· 35 USC § 103  {AIA §103}
· A patent may not be obtained though the invention [is new & not previously 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.
· Adds a 4th element to patentability
· [image: Important] Subject matter
· [image: Important] Utility
· [image: Important] Novelty
· [image: Important] Non-Obvious
· An advance may be novel, yet obvious, and thus NOT patentable
· Basic Factual Inquiries
. 1. Survey of prior art
· Assemble all prior art pertinent to the invention
· §102(b) {§102(a)(1) patents, pubs, public use, sale}
. 2. Comparison of prior art and claimed invention
· Does prior art “teach” or “suggest” further steps?
· Does the difference require an inventive step?
. 3. By a Person Having Ordinary Skill In The Art (PHOSITA)
· Fictional character (compare “reasonable man”)
· Obviousness is objective, not subjective, standard
· Practitioner in the art, but not an expert 
· If its not obvious to this person, when the patent is filed, it will actually be contributing to the public 
· [image: Book to read] Graham v. John Deere
. OVERVIEW: Two appeals were consolidated to review the validity of patents in light of the Patent Act of 1952, 35 U.S.C.S. § 103, which provided that in determining the patentability of a device it was necessary to consider not only its novelty and utility, but also its obviousness to one of ordinary skill in the art. The court affirmed a circuit court judgment in favor of respondents in petitioners' plow clamp patent infringement suit, and reversed a decision affirming judgment for respondent, who brought cross actions for infringement of its sprayer patent in petitioners' consolidated declaratory judgment suits. On appeal, the court held that § 103 placed an emphasis on the factor of obviousness but did not lower the level of patentable invention. The court then examined the patents in question in light of the prior art and determined that the plow clamp patent in the first case was invalid because there were no operative mechanical distinctions, much less nonobvious differences in petitioners' device, and the sprayer patent in the second two cases was also invalid because its invention rested on small, nontechnical differences in a device that was otherwise old in the art.
. FACT(S): Graham (Plaintiff) filed suit against Defendant claiming patent infringement on a device which consisted of old mechanical elements that absorbed shock from plow shanks as they plowed through rocky soil.  In a prior case, The Fifth Circuit held that a patent was valid, ruling that a combination was eligible for patent when it produced an "old result in a cheaper and otherwise more advantageous way."  The Eighth Circuit said the patent was invalid in the present case as there was no new result or combination.  Plaintiff petitioned for certiorari, and the Supreme Court granted the request in order to resolve the conflict.
. ISSUE: Is a case-by-case analysis required of the scope and content of the prior art, the differences between the prior art and the claims at issue, as well as the level of ordinary skill in the applicable art to determine the non-obviousness of a claimed invention as to prior art?
. HOLDING: In order to determine whether an invention is eligible for patent or is only an obvious improvement to a prior art requires a case-by-case analysis of the criteria listed above.  Commercial success, long-felt but unsolved needs, and the failure of others are secondary considerations that may also be relevant in considering the obviousness of an invention.  Regarding the patent at issue in these cases, the differences between the patented invention and prior art would have been obvious to one reasonably skilled in the art.  The patent is therefore invalid.  
. RULE(S): 
· A case-by-case analysis of the scope and content of the prior art, the differences between the prior art and the claims at issue, as well as the level of ordinary skill in the applicable art, are required to determine the non-obviousness of a claimed invention as to a prior art.
· Under the Patent Act of 1952, 35 U.S.C.S. § 103, patentability is to depend, in addition to novelty and utility, upon the non-obvious nature of the subject matter sought to be patented to a person having ordinary skill in the pertinent art. 
· While the ultimate question of patent validity is one of law, the condition set forth in the Patent Act of 1952, 35 U.S.C.S. § 103, which is but one of three conditions, each of which must be satisfied, lends itself to several basic factual inquiries: (1) the scope and content of the prior art are to be determined; (2) differences between the prior art and the claims at issue are to be ascertained, and (3) the level of ordinary skill in the pertinent art resolved. Against this background, the obviousness or nonobviousness of the subject matter is determined. Such secondary considerations as commercial success, long felt but unsolved needs, failure of others, etc., might be utilized to give light to the circumstances surrounding the origin of the subject matter sought to be patented. As indicia of obviousness or nonobviousness, these inquiries may have relevancy.
. Can get your patent invalidated for not disclosing prior art. Here, the improvements were obvious based off of the prior art they hadnt disclosed
· [image: Book to read] KSR v. Teleflex 
. OVERVIEW: To satisfy customer needs, the competitor modified its design for an adjustable pedal system for vehicles with cable-actuated throttles by adding a modular sensor to make the system compatible with vehicles using computer-controlled throttles. The licensees contended that the competitor infringed the patent claim of a position-adjustable pedal assembly with an electronic pedal position sensor attached a fixed pivot point. The U.S. Supreme Court unanimously held that the patent claim was invalid as obvious since mounting an available sensor on a fixed pivot point of the competitor's pedal was a design step well within the grasp of a person of ordinary skill in the relevant art, and the benefit of doing so was obvious. The marketplace created a strong incentive to convert mechanical pedals to electronic pedals, and the prior art taught a number of methods for doing so. Further, the problem to be solved by the patent claim did not limit its application as prior art, the competitor's showing that it was obvious to try a combination of elements sufficiently supported the finding of obviousness, and the claim was the result of ordinary skill and common sense rather than innovation.
. FACT(S): Plaintiff held the exclusive license to the patent entitled "Adjustable Pedal Assembly with Electronic Throttle Control."  One claim of the patent involved adding an electronic sensor to the pedal which then transmitted information to the computer controlling the engine's throttle.  Defendant added an electronic sensor to its existing pedal design.  Plaintiff sued Defendant for patent infringement.  Defendant argued the claim by Plaintiff was invalid under 35 U.S.C. § 103 because the addition of the electronic sensor was obvious.  The district court granted summary judgment to Defendant and Plaintiff appealed.  The court of appeals applied the "teaching, suggestion, or motivation" [TMS] test and reversed.  The Supreme Court granted the Defendant's writ of certiorari in order to address the obviousness analysis.
. ISSUE:  In order to determine the obviousness of a patent claim, must the courts consider the prior art, the differences between the prior art and the subject matter of the claim, and the ordinary skill level required of a person in the subject matter of the claim before considering secondary factors and the test for teaching, suggestion, or the patentee"s motivation?
. HOLDING: Yes.  In order to determine the obviousness of a patent claim, the courts must consider the prior art, the differences between the prior art and the subject matter of the claim, and the ordinary skill level required of a person in the subject matter of the claim before considering secondary factors and the test for teaching, suggestion, or the patentee"s motivation. 
. RULE(S): In order to determine the obviousness of a patent claim, the courts must consider the prior art, the differences between the prior art and the subject matter of the claim, and the ordinary skill level required of a person in the subject matter of the claim before considering secondary factors and the test for teaching, suggestion, or the patentee"s motivation.
. NOTES: the patent here was a combination patent. Individually, the mechanical pedal and pedal sensor were both separately found in the prior art
· Supreme Court overrules Teaching, Suggestion, Motivation test
· Examiner may consider background knowledge, inferential knowledge and interaction of multiple prior art
· Criterion is whether a “person of ordinary creativity” in the field, and posing the normal skill base, would be induced to try to create the invention
· Is a person of ordinary creativity the same as a PHOSITA?
· [image: Question] So--do we not use the TSM test at all???
· Court can consider
· Background knowledge
· Inferential knowledge
· And interaction of prior art 
. (how to distinct devices can come together to show prior art)
· (Obvious) advances without innovation:
· predictable variation in existing technology
· apparent reason to combine known elements
· obvious to try (even w/o appreciating how it works)
· market-driven design trends
· Greatly relaxes obviousness inquiry
· Fewer patents should issue, esp. in some fields
· Ultimately “obviousness is legal determination”
· Court not bound by expert testimony
· Is this a changed standard?
· Other Considerations
· How obvious an innovation is, may depend on:
. Eventual commercial success
. Long felt, but unresolved, needs
. [image: Question] Failure of others to achieve the invention
· Metaphysical problem
. Standard may be exact, but applying it isn’t
. Obviousness is an ex ante issue
2. What would a PHOSITA have known at the time
2. Not what she learned from the invention (ex post)
2. Pretend you don’t know what in fact you do know
· Claim Construction
· Overview
. 35 USC § 271
· whoever without authority makes, uses, offers to sell, or sells any patented invention, within the United States or imports into the United States any patented invention during the term of the patent therefor, infringes the patent
· Steps in proving infringement:
· [image: Important] Interpret (construe) the patent claims
· [image: Important] Compare claims (as construed) with accused device/method
· does accused device “read on” the claim?
· Not dissimilar to statutory interpretation
. similar rules (“canons”) of construction apply
. claims are the legal metes & bounds of patent
· Determination by the judge, not jury 
. Markman v. Westview Instruments (S.Ct. 1996)
· “Markman Hearing”
. A Markman hearing is a pretrial hearing in a U.S. District Court during which a judge examines evidence from all parties on the appropriate meanings of relevant key words used in a patent claim, when patent infringement is alleged by a plaintiff. It is also known as a "Claim Construction Hearing".
· Use to decide what the claims are, what are the legal metes and bounds of the patent are
· Usually at early stage of litigation
· Can include expert testimony (technical terms)
· Does not violate the 7th Amend.
· Central issue in most patent cases
· [image: Book to read]  Philips v AWH
· OVERVIEW: The patent concerned modular, steel-shell panels that could be welded together to form vandalism-resistant walls. The patent holder made an agreement with the competitors to market and sell the panels. After that arrangement had ended, the patent holder discovered the competitors were continuing to use his trade secrets and patented technology without his consent. The district court found that the accused infringing product did not contain "baffles" as that term was used in Claim 1, and therefore, granted summary judgment of noninfringement.  The en banc panel found that the term "baffles" was not subject to 35 U.S.C.S. § 112, para. 6. Thus, the district court erred by limiting the term to corresponding structures disclosed in the specification and their equivalents. The fact that the written description of the patent set forth multiple objectives to be served by the baffles in the claims confirmed that the term should not have been read restrictively to require that the baffles serve all of the recited functions. A person of ordinary skill in the art would not have interpreted the disclosure and claims to mean that a structure extending inward from one of the wall faces was a "baffle" if disposed at an acute or obtuse angle, but was not a "baffle" if disposed at a right angle.
· FACT(S): Phillips (Plaintiff) sued AWH Corp. (Defendant) for patent infringement, and contended that the term "baffles" in claim 1 of his patented invention (the "798 patent) was not used in a restrictive manner that would exclude structures that extend at a 90-degree angle from walls, and that the plain meaning should be given to the term, rather than limiting the term to corresponding structures disclosed in the patent"s specification, or their equivalents.
· ISSUE: Should a term in a claim of a patented invention be restricted to corresponding structures disclosed in the specification, or their equivalents, when the plain meaning of the term can be used without causing the limitation?
· HOLDING: No.  A term in a claim of a patented invention should not be restricted to corresponding structures disclosed in the specification, or their equivalents, when the plain meaning of the term can be used without causing the limitation. When the ordinary meaning of claim language is obvious even to lay judges, general application dictionaries may be helpful.  However, if the ordinary meaning is not obvious, the court must look to the sources available to the public that show the meaning of the language in question that a person skilled in the art would have understood.  Those sources include the words of the claims themselves, the remainder of the specification, the prosecution history, and external evidence regarding relevant scientific principles, the meaning of technical terms, and the state of the art.  Claims must be read in view of their own specifications.  External evidence may include experts and technical dictionaries.
· RULE(S): A term in a claim of a patented invention should not be restricted to corresponding structures disclosed in the specification, or their equivalents, when the plain meaning of the term can be used without causing the limitation.
· The words of a claim are generally given their ordinary and customary meaning.
· The ordinary and customary meaning of a patent claim term is the meaning that the term would have to a person of ordinary skill in the art in question at the time of the invention, i.e., as of the effective filing date of the patent application.
· The inquiry into how a person of ordinary skill in the art understands a claim term provides an objective baseline from which to begin claim interpretation. That starting point is based on the well-settled understanding that inventors are typically persons skilled in the field of the invention and that patents are addressed to and intended to be read by others of skill in the pertinent art. 
· The inventor's words that are used to describe the invention--the inventor's lexicography--must be understood and interpreted by the court as they would be understood and interpreted by a person in that field of technology. 
· The court cannot look at the ordinary meaning of the term in a vacuum. Rather, the court must look at the ordinary meaning in the context of the written description and the prosecution history. 
· In some cases, the ordinary meaning of patent claim language as understood by a person of skill in the art may be readily apparent even to lay judges, and claim construction in such cases involves little more than the application of the widely accepted meaning of commonly understood words. In such circumstances, general purpose dictionaries may be helpful. In many cases that give rise to litigation, however, determining the ordinary and customary meaning of the claim requires examination of terms that have a particular meaning in a field of art. Because the meaning of a claim term as understood by persons of skill in the art is often not immediately apparent, and because patentees frequently use terms idiosyncratically, the court looks to those sources available to the public that show what a person of skill in the art would have understood disputed claim language to mean. Those sources include the words of the claims themselves, the remainder of the specification, the prosecution history, and extrinsic evidence concerning relevant scientific principles, the meaning of technical terms, and the state of the art. 
· NOTES:
· CAFC panel decision upholding Dist. Ct.
· Specification limits the scope of claims
. Claim: “internal steel baffles extending inwardly”
. Specification describes baffles only at acute angles
. Thus, claim doesn’t include baffles angled at 90°
. Anyway, 90°baffles would be barred by prior art
· Parts of a Patent Application
· Abstract
· References to prior art
· Written Description (must enable)
· Background of invention
· Disclosure (what the invention is)
· Drawings
· Claims (must be definite)
· Product (machine, manufacture, composition)
· Process
· Gen’l principles of claim construction:
· Intrinsic evidence:
· Words of a claim are generally given their ordinary and customary meaning
· what the terms mean to a PHOSITA at the time
. A patent is directed to a PHOSITA
· Claims to be read in context of entire patent
· including specification and other claims
· prosecution history  [including estoppel]
· Extrinsic evidence
· Other sources of meaning
· relevant scientific principles
· evidence of technical terms, state of art
· Steps in claim construction:
· identify terms in claims having contested meaning
· interpret them in context of rest of patent (if possible)
· examples (embodiments) in specification may be either illustrative or restrictive
· This is the issue in Phillips: is 'acute angle' used to illustrate or restrict the meaning of term 'baffle'?
· depending on how used by the inventor
· e.g., baffles disposed at such acute angles to deflect bullets [see drawing]
· prosecution history
· if uncertainty remains, consult
· treatise, technical dictionary definition
· as understood by a PHOSITA
· Specifications v. Claims
· Claims:
· Dependent
· Start w/ broadest (more actions will infringe)
· Restrict in later claims (greater chance of validity)
· Independent
· Different parts/elements of same invention
· Specification
· Written description of invention as whole 
· Must enable and support the claims
· but need to cover all applications of the claims
· Prosecution History Estoppel
· Steps of patent prosecution
· Filing
· Office Action (by examiner)
· often a rejection
· Interview
· dialog between applicant and examiner
· Claim restriction (common)
· narrowing amendment to claim
· Allowance
· Estoppel
· Stopping someone from making an argument
· Cannot later argue what was earlier surrendered
· [image: Book to read] Teva Pharm. v. Sandoz 
· OVERVIEW: ISSUE: Whether an appellate court should use a clear error standard of review or a de novo standard when reviewing a district court's resolution of an underlying factual dispute in the construction of a patent claim. HOLDINGS: [1]-The clear error standard under Fed. R. Civ. P. 52(a)(6) applied to the review of the resolution of subsidiary factual matters in the course of patent claim construction; [2]-The clear error standard applied when the district court had to consult extrinsic evidence and was required to make subsidiary factual findings about that extrinsic evidence in order to make the proper interpretation of a patent claim; [3]-The court of appeals should have accepted the district court's factual finding as to how a skilled artisan would understand the term "molecular weight" unless that finding was clearly erroneous.
· FACT(S): Sandoz, Inc., (Sandoz) and Mylan Pharmaceuticals, Inc. (Mylan) submitted Abbreviated New Drug Applications (ANDAs) to the Food and Drug Administration (FDA) to produce and market generic versions of Copaxone, a drug used to treat Multiple Sclerosis. Teva Pharmaceuticals USA, Inc., the manufacturer of the original drug, sued Sandoz and Mylan and used two different types of claims that are based on different ways to use molecular weight to distinguish between polymer samples. The district court did not distinguish between the different methods of using molecular weight and held that the claims were not indefinite as Sandoz and Mylan argued. After a bench trial, the district court held that the Sandoz and Mylan products infringed on Teva's patent. The U.S. Court of Appeals for the Federal Circuit held that the district court did not error in holding that the patents were infringed, but that some of the claims had not been effectively shown to be definite.
· ISSUE: Whether an appellate court should use a clear error standard of review or a de novo standard when reviewing a district court's resolution of an underlying factual dispute in the construction of a patent claim.//Can a district court's finding of fact in the construction of a patent claim be reviewed de novo, as though for the first time, which the U.S. Court of Appeals for the Federal Circuit requires and did in this case?
· HOLDING: The Court held that a federal appellate court could only overturn a district court's finding of fact if those findings were determined to be "clearly erroneous." Federal Rule of Civil Procedure 52(a)(6) established this standard without any exceptions, and there was no reason to create one in this case. Because the construction of a patent claim is essentially a factual determination, it should be governed by this well-established standard. Therefore, while an appellate court may still review a lower court's construction of a claim de novo, to overturn the lower court's ruling, the appellate court must find that the lower court has made a clear error with respect to the findings of fact.
· RULE(S):  “Clearly erroneous” standard under Rule 52(a)(6) of Federal Rules of Civil Procedure held applicable to review of Federal District Court's resolution of subsidiary factual matters in construing patent claim.
· NOTES:
· Standard of review for claim construction
· [image: Important] Question of law? – de novo review
. If reviewing intrinsic evidence--de novo review
. If reviewing extrinsic evidence--defer to trial court 
· [image: Important] Question of fact? – clearly erroneous std
. defer to finder of fact.  Fed R. Civ. Proc. 52(a)(6)
. Trial court is in superior position to evaluate here 
· In Phillips, CAFC employed de novo review
. feeling itself bound by Markman
· [image: Important] Interpretation of patent claims is a legal question at the Markman hearing stage
· S.Ct. clarifies Markman
· even interpretation of statutes may require subsidiary factual determinations
. Those are to be reviewed using “clear error” std
. Intrinsic evidence still reviewed de novo
· Continuing Patents
· 3 kinds
· Continuation Patent Application
· Adds new claims but not new specification
· Don’t have to disclose new means or new elements 
· Gets priority date of parent application
· Benefits from earlier filing date 
· Continuation-in-Part
· Adds new subject matter to existing app.
· claims and disclosure are new
· New subject matter gets later filing date
· Divisional Application
· Claims that pertain to a different “invention”
· Often based on “restriction” by examiner
. Definiteness
· Specification - § 112(b) 
· The specification shall conclude with one or more claims particularly pointing out and distinctly claiming the subject matter which the inventor or a joint inventor regards as the invention.
· Have to be specific, cant be vague
· MPEP 2173
· The primary purpose of definiteness requirement is to ensure that the scope of the claims is clear so the public is informed of the boundaries of what constitutes infringement of the patent. 
· Secondary purpose is to determine whether the claimed invention meets the criteria for patentability
. [image: Book to read] Nautilus v. Biosig
· OVERVIEW: The patent in dispute concerned a heart-rate monitor for use during exercise. The patent holder alleged that the seller used the patented technology in its exercise machines. The patent claim comprised, among other elements, a live electrode and a common electrode mounted in spaced relationship with each other. The district court found that the term "spaced relationship" was indefinite under § 112, para. 2, because it did not supply any parameters for determining the appropriate spacing. The Federal Circuit held that a claim was indefinite only when it was not amenable to construction or was insolubly ambiguous, and it found that the patent-in-suit satisfied that test. The Supreme Court disagreed, holding that a patent was invalid for indefiniteness if its claims, read in light of the specification and the prosecution history, failed to inform, with reasonable certainty, those skilled in the art about the scope of the invention. The Supreme Court expressed no opinion on the validity of the patent-in-suit and instead instructed the Federal Circuit to decide the case employing the indefiniteness standard the Supreme Court had prescribed.
· FACT(S): Biosig Instruments, Inc. (Biosig) holds the '753 Patent, which refers to a heart rate monitor associated with exercise equipment and procedures. Biosig sued Nautilus, Inc. (Nautilus) in federal district court and alleged that Nautilus infringed on several claims of the patent. Nautilus moved for summary judgment on two issues: whether there was infringement, and whether the patent was invalid due to its vagueness. The district court denied Nautilus' motion as far as the issue of infringement due to lack of discovery and granted the motion as it related to the patent's invalidity because of its vagueness. Biosig appealed and the U.S. Court of Appeals for the Federal Circuit reversed. The Court of Appeals held that a patent claim could only be considered legally indefinite when it is "insolubly ambiguous," or not possible for a person of ordinary skill in the area to understand and resolve.
· ISSUE:
· HOLDING: A patent is invalid for indefiniteness if its claims, read in light of the patent’s specification and prosecution history, fail to inform, with reasonable certainty, those skilled in the art about the scope of the invention.
· Be specific enough that a phosita would understand 
· RULE(S): A patent is invalid for indefiniteness if its claims, read in light of the specification delineating the patent, and the prosecution history, fail to inform, with reasonable certainty, those skilled in the art about the scope of the invention. 
· Cognizant of the competing concerns, the United States Supreme Court reads 35 U.S.C.S. § 112, para. 2 to require that a patent’s claims, viewed in light of the specification and prosecution history, inform those skilled in the art about the scope of the invention with reasonable certainty. The definiteness requirement, so understood, mandates clarity, while recognizing that absolute precision is unattainable. The standard the Court adopts accords with opinions of the Court stating that the certainty which the law requires in patents is not greater than is reasonable, having regard to their subject-matter. Claims must be reasonably clear-cut.
· NOTES:
· determining whether a patent claim is sufficiently definite must be done by evaluating the patent with the perspective of an individual learned in the relevant field, a standard that accepts a certain amount of ambiguity in the patent claim. However, because patents serve a public service function, patent claims must be definite enough to appraise the public at large as to what has or has not been patented yet. In attempting to balance these interests, the Court held that a patent is sufficiently definite when the patent taken as a whole which includes the patent application, the U.S. Patent and Trademark Office's response, and any amendments made by the applicant informs those learned in the relevant field of the scope of the invention with reasonable certainty. The Court then remanded the case back to the Federal Circuit to reevaluate Nautilus's claim in light of this newly articulated standard.
· S.Ct. standard & holding
· [image: Important] Claim must have “reasonable certainty”
. “some meaning” insufficient; “particular meaning” req’d
. must inform a PHOSITA “the scope of the invention”
. read in light of specification and prosecution history
· Infringement
· 35 USC § 271
· whoever without authority makes, uses, offers to sell, or sells any patented invention, within the United States or imports into the United States any patented invention during the term of the patent therefor, infringes the patent
· Gives rise to the exclusive rights of patent
· make
· use
· sell (or offer to sell)
· Import
· Steps in proving infringement:
· Interpret the patent claims 
· this is a question of law for judge
· Compare claims with accused device/method
· does the claim “read on” the accused device?
· compare the claim to the device
· is every element of the claim found in the device
. [image: Important] EVERY Element of the claim has to be found in the accused device 
. this is a question of fact for the jury
. Types of Infringement
· Literal Infringement
· each and every element recited in a claim has identical correspondence in the allegedly infringing device or process
· Infringement by Equivalents
· if an element of the accused device or process performs substantially the same function, in substantially the same way, to achieve substantially the same result (as an element in the claim)
· No infringement
· If any element of the claim is missing (both literally and equivalently) in the accused device or process
. [image: Book to read] Larami Corp. v. Amron
· OVERVIEW:  Yes. Literal infringement of a patent cannot be proven if the accused product is missing even one element of the claim. Also, in order to show infringement under the doctrine of equivalents, the patent owner must prove that the accused product has the “substantial equivalent” of every limitation or element of a patent claim. In patent cases, summary judgment is appropriate where the accused product does not literally infringe the patent and where the patent owner does not gather evidence that is sufficient to satisfy the legal standard for infringement under the doctrine of equivalents. Since Larami’s (Plaintiff) toy water pistol uses an external, detachable water reservoir that was found to be a dramatic improvement over the traditional design, it could not be held to be substantially equivalent to Amron’s (Defendant) claim in its patent
· FACT(S): Larami Corp. (Plaintiff) manufactured toy water guns and held patents for four different models of toy guns. Amron (Defendant) claimed that Plaintiff’s guns infringed on a patent it held for toy water guns that included light and noise components. Claiming that there was neither literal infringement nor any substantial equivalence of all the elements in the other patents, Plaintiff moved for partial summary judgment of noninfringement of Defendant’s patent and for partial summary judgment on Defendant’s counterclaim for infringement of its patent.
· ISSUE: Does the absence of even a single element of a patent’s claim from the accused product mean there can be no finding of literal infringement?
· HOLDING:  Yes. Literal infringement of a patent cannot be proven if the accused product is missing even one element of the claim. Also, in order to show infringement under the doctrine of equivalents, the patent owner must prove that the accused product has the “substantial equivalent” of every limitation or element of a patent claim. Since Larami’s (Plaintiff) toy water pistol uses an external, detachable water reservoir that was found to be a dramatic improvement over the traditional design, it could not be held to be substantially equivalent to Amron’s (Defendant) claim in its patent
· RULE(S): Literal infringement of a patent cannot be proven if the accused product is missing even one element of the claim.
· A patent holder can seek to establish patent infringement in either of two ways: by demonstrating that every element of a claim (1) is literally infringed or (2) is infringed under the doctrine of equivalents. To put it a different way, because every element of a claim is essential and material to that claim, a patent owner must, to meet the burden of establishing infringement, show the presence of every element or its substantial equivalent in the accused device.
· If even one element of a patent's claim is missing from the accused product, then there can be no infringement as a matter of law.
· To show infringement under the doctrine of equivalents, the patent owner bears the burden of proving that the accused product has the "substantial equivalent" of every limitation or element of a patent claim. Put another way, the patent owner must show that the accused product performs substantially the same overall function or work, in substantially the same way, to obtain substantially the same overall result as the claimed invention.
· NOTES:
· [image: Question] CLOSED CLAM: If a claim consists of 5 elements, but accused device has 6 elements
· Have to hit all elements of claim to infringe 
· [image: Question] OPEN CLAIM: If a claim is comprised of 5 elements, but accused device has 6 elements
· Have to hit some of the elements of claim to infringe 
· You ALWAYS want to be using the word comprises as a patent drafter 
· Restrictive claim; "comprising of "
· The term "comprising" raises a presumption that a list of elements is nonexclusive. However, "comprising" is not a weasel word with which to abrogate claim limitations.
· Illustrative claim; "examples like"
· Doctrine of Equivalents
· Minor variations will not shelter piracy
· [image: Important] “Triple Identity” Test
· an accused device that [1] “performs substantially the same function in [2] substantially the same way to obtain the [3] same result” [as the claim]
· Applying the test:
· would a PHOSITA know that an ingredient of the claim was interchangeable with one in the accused device?
· Example:
· Claim 1 – internal chamber for holding liquid
· Accused – external chamber for holding liquid
· [image: Highlight] Wi-LAN v. Apple (Fed. Cir, Jan. 8, 2016)
· Wi-LAN patent claims 2-step method for encoding radio signals to increase capacity
· Apple chip performs both steps of claim but in reverse order, to achieve same result
· Held: no infringement
· [image: Important] For infringing on a method patent, there must the same steps in the same order, obtaining the same result (triple identity test)
· Contributory Infringement
· 35 USC § 271(c)
· Whoever offers to sell, sells or imports a component of a patented [device], or … for use in practicing a patented process, constituting a material part of the invention, knowing the same to be especially made or especially adapted for use in an infringement of such patent, and not a staple article or commodity of commerce suitable for substantial noninfringing use, shall be liable as a contributory infringer.
· Predicate:
· [image: Important] there can be no contributory infringement unless there is direct infringement by a 3rd party [§ 271(a)]
· In order for there to be contributory infringement, there must first be direct infringement 
· [image: Book to read] CR Bard v. Adv. Cardio
· OVERVIEW: Plaintiff filed suit alleging defendant's catheter was adapted for use in a manner that infringed plaintiff's patent. Plaintiff asserted defendant was a contributory infringer and actively induced infringement. Defendant appealed the district court's order granting plaintiff's request for summary judgment. The court held that issues of material fact existed regarding the interpretation of the patent claim and whether the catheter had any use except through practice of the patented method. Summary judgment finding defendant was a contributory infringer was thus improper. Since the evidence was ambiguous regarding the fact patterns under which the catheter was to be used, genuine issues of fact existed regarding whether defendant induced infringement. 
· FACT(S): Advanced Cardiovascular Systems, Inc. (ACS) (Defendant) was marketing a perfusion catheter to be used in coronary angioplasty.  C.R. Bard, Inc. (Bard) (Plaintiff) brought suit against Defendant claiming that Defendant’s catheter was especially adapted for use by a surgeon in a manner that infringed claim 1 of Plaintiff’s method patent that Defendant was therefore a contributory infringer and had actively induced infringement.  Plaintiff successfully alleged that there was no evidence that any procedures using the ACS (Defendant) catheter would be noninfringing.  Defendant appealed, claiming that the catheter could be used in noninfringing procedures.
· ISSUE: Does ACS catheter have a substantial nonfringing use?
· HOLDING: Possibly. Jury could find substantial, noninfringing uses of ACS catheter. So, summary judgment was inappropriate here 
· RULE(S): An individual induces infringement under 35 U.S.C. § 271 by actively and knowingly aiding and abetting another person’s direct infringement.
· NOTES: 
· Why does Bard sue ACS for contributory infringe’t rather than the doctor for direct infringement?
· Physician immunity: See § 287(c) – “With respect to a medical practitioner’s performance of a medical activity that constitutes an infringement under § 271(a) or (b), [remedies] shall not apply against the medical practitioner …”
. They can still be found directly infringing, but are immune just from damages/remedy
. So if theyre directly infringing, can find 3rd party contributorily negligent 
· Inducement
· 35 USC § 271(b)
· Whoever actively induces infringement of a patent shall be liable as an infringer
· Induce: to cause, urge, encourage, or aid 
· Inducement = another form of indirect infringement 
· [image: Important] Elements:
· knowing of the existence of the patent
· intent that the patent be infringed
· actively inducing (aiding and abetting)
· direct infringement by a 3rd party
· Example:
· supplying plans to construct an infringing device
Joint Infringement
· Single Entity Rule
· § 271(a) generally requires a single actor to practice every element of the claim
· Divided Infringement
· where various elements of a claim are performed by different parties
· no direct infringement under § 271(a) – unless
· Joint Infringement
· where one party “directs or controls” other party
· CAFC holds (Akamai v. Limelight) single entity rule not required for § 271(b) inducement
· [image: Book to read] Limelight v. Akamai 
· OVERVIEW: The assignee and licensee sought to hold the provider liable for patent infringement on an induced infringement theory, arguing that the provider was liable because it required its customers to tag those components of their websites that it intended to store on the provider's servers, thereby infringing on the patent for a method of delivering electronic data using a content delivery network. Subsequent case law prevented a finding that the provider had directly infringed under 35 U.S.C.S. § 271(a). The issue was whether the provider could be liable for inducing infringement of a patent under 35 U.S.C.S. § 271(b)when no one had directly infringed the patent under 35 U.S.C.S. § 271(a) or any other statutory provision. The statutory text and structure, as well as prior case law, required that the question be answered in the negative. The analogies to tort liability and 18 U.S.C.S. § 2 were rejected. The merits of the lower court's rule for direct infringement under § 271(a) was not considered as the question on which certiorari was granted did not involve § 271(a).
· FACT(S): Akamai is an internet content delivery company that owns and maintains thousands of servers around the United States and contracts with internet service providers. By contracting with these companies, Akamai can deliver stable, fast internet to far-reaching customers with less danger of internet slowdown or failure. Several other internet companies filed patent applications for internet content delivery systems. This led to a series of litigations that spanned from the late 1990s to the mid-2000s. In 2004, in the midst of these court battles, Akamai entered into negotiations to purchase Limelight Networks, Inc. (Limelight). In 2006, however, Limelight informed Akamai that it no longer wished to be purchased. Akamai subsequently sued Limelight in district court for violating 35 U.S.C. § 271(a) and § 271(b), federal laws prohibiting patent infringement. Specifically, § 271(a) prohibits general patent infringement and § 271(b) prohibits inducing patent infringement. The district court ultimately ruled in favor of Limelight and held that, although Akamai's patent was violated, much of the violation occurred when Limelight's customers took the key steps to violate the patent. Although Limelight allowed these steps to occur, it did not control its customers' actions and therefore was not liable. The U.S. Court of Appeals for the Federal Circuit affirmed and held that an entity accused of patent infringement must either perform all of the steps of the claimed method, either personally or through its direct control.
· ISSUE: Did the Federal Circuit court err in holding that a defendant may be liable for inducing patent infringement under § 271(b) even if no party committed direct infringement under §271(a)?
· HOLDING: No.  The Court held that liability for inducement can only be found when there is direct patent infringement. Because patent rights extend only to the claimed combination of steps, there is no direct patent infringement unless all the steps are carried out. The Court also held that conduct that would be infringing in altered circumstances cannot be the basis of liability for inducement. The Court declined to rule on the merits of the Federal Circuit's rule for direct patent infringement, which states that a single party must perform or exercise "control or direction" over each step of the patented process.
· RULE(S): A defendant is not liable for inducing infringement under 35 U.S.C. § 271(b) when no one has directly infringed until Section 217(a)o or any other statutory provision.
· NOTES: 
· Limelight performs some steps of Akamai’s patent; customers do the remaining steps
· Divided infringement (typically, divided infringement means no infringement)
· Held: single entity rule applies to inducement (as well as direct infringement)
· So--cant have inducement if you don’t have direct infringement, cant have direct infringement if you have divided infringement 
· Unless one of the parties is directing another party 
· SCOTUS says inducement still requires a single entity to be a 271a infringer…so no infringement here
· Summary of Inducements:
[image: /var/folders/55/208hcvyd5p9_n8vzncstqqvr0000gn/T/com.microsoft.Word/WebArchiveCopyPasteTempFiles/cid5946FFF6-29BA-6D44-8226-615103D23C9F.png]
[image: /var/folders/55/208hcvyd5p9_n8vzncstqqvr0000gn/T/com.microsoft.Word/WebArchiveCopyPasteTempFiles/cidC8181EF8-A38C-B140-A539-705CA030BA56.png]
· Defenses & Remedies
· Defenses
· Non-infringement
· I didn’t do it
· Patent invalidity
· I did it, but the patent is invalid and it shouldn’t have issued
· Inequitable conduct (fraud on patent office)
· A patent may be rendered unenforceable for inequitable conduct if an applicant, with intent to mislead or deceive the examiner, fails to disclose material information or submits materially false information to the Patent and Trademark Office during prosecution. 
· Exceptions
· § 287(c) – medical practitioners
· § 271(e) – research exception
· Experimental/Research Exception 
· Most countries exempt experimental use
· JP: “the patent right shall not extend to the working of the patent for the purposes of experiment or research”
· Narrow US rule - common law (not codified)
· Exception for pure academic purposes only
· Potential commercial use or business objectives (eg, funding, status) defeats exception
· Generic Drug Research Exception
· Drug Price Competition & Patent Term Extension Act of 1984 [Hatch-Waxman] - §271(e)
· Safe harbor “solely for uses reasonably related to the development and submission of information under a Federal law which regulates the manufacture, use or sale of drugs…”
· A generic manufacturer must “use” ℗ drug in order to submit Abbreviated New Drug Application and get FDA approval
· Without exemption, patentee retains exclusive right to drug even after patent expires
· for so long as it takes generic to get FDA approval
· But still have to wait until patent period ends to sell the drug 
· [image: Book to read] Merck v. Integra
· OVERVIEW: Respondents alleged that petitioner infringed the patents by supplying RGD peptides to a research institute, which used the RGD peptides in preclinical research designed to evaluate their suitability as potential drug candidates. A jury found that petitioner failed to show that its activities were protected by § 271(e)(1). The court of appeals held that§ 271(e)(1)'s safe harbor did not apply because petitioner's sponsored research institute work was not clinical testing to supply information to the Food and Drug Administration (FDA) under the Food, Drug, and Cosmetic Act, 21 U.S.C.S. § 301 et seq., but only general biomedical research to identify new pharmaceutical compounds. The Court vacated the judgment, finding that the court of appeals applied the wrong standard in rejecting petitioner's challenge to the jury's finding. The Court held that the use of patented compounds in preclinical studies was protected under 35 U.S.C.S. § 271(e)(1)at least as long as there was a reasonable basis to believe that the compound tested could be the subject of an FDA submission and the experiments would produce the types of information relevant to drug applications under 21 U.S.C.S. § 355.
· FACT(S): Merck (Defendant) used compounds covered by Integra"s (Plaintiff) patents in experiments and research and did not provide the results to the FDA.  Plaintiff claimed infringement and Defendant defended with § 271(e)(1).
· ISSUE: Does 35 U.S.C. § 271(e)(1) exempt use of patented inventions in preclinical research from infringement even when the research results are not eventually included in a submission to the FDA?
· HOLDING: Yes, federal law allowed the use of patented compounds in preclinical studies, as long as there was a reasonable basis to believe the compound could be the subject of an FDA submission. The Court reasoned that federal law provided "a wide berth for the use of patented drugs in activities related to the federal regulatiory process" and that "this necessarily included preclinical studies."
· RULE(S): 35 U.S.C. § 271(e)(1) exempts uses of patented inventions in preclinical research from infringement even when the research results are not eventually included in a submission to the FDA.
· The use of patented compounds in preclinical studies is protected under 35 U.S.C.S. § 271(e)(1) as long as there is a reasonable basis for believing that the experiments will produce the types of information that are relevant to an investigational new drug application or a new drug application under 21 U.S.C.S. § 355(i) and 21 U.S.C.S. § 355(b)(1) of the Federal Food, Drug, and Cosmetic Act of 1938, 21 U.S.C.S. § 301 et seq. 
· This case shows the Generic Drug Research Exception 
· Remedies Generally
· 35 USC § 281
· A patentee shall have remedy by civil action for infringement of his patent.
· Damages ($$) (backward looking)
· Retroactive relief – to compensate for past harms
· “legal” remedy
· Injunction (Forward looking)
· Prospective relief – to prevent ongoing or future harms
· “equitable” remedy
· Equitable considerations
· Discretionary by court
· -->equitable relief is usually granted only when there is no adequate remedy at law
· Patent Remedies - Injunctions 
· 35 USC § 283
· The several courts having jurisdiction of cases under this title may grant injunctions in accordance with the principles of equity to prevent the violation of any right secured by patent, on such terms as the court deems reasonable.
· Types of injunctions:
· Temporary Restraining Order (< 10 days)
· Not appealable 
· Preliminary Injunction (pending trial)
· Permanent Injunction
· [image: Book to read] eBay v. MercExchange 
· OVERVIEW: According to well-established principles of equity, a plaintiff seeking a permanent injunction had to satisfy a four-factor test before a court could have granted such relief. The Supreme Court found that these familiar principles applied with equal force to disputes arising under the Patent Act. A major departure from the long tradition of equity practice should not have been lightly implied. Nothing in the Patent Act indicated that Congress intended such a departure. To the contrary, the Patent Act expressly provided that injunctions could have issued in accordance with the principles of equity, under 35 U.S.C.S. § 283. This approach was consistent with the Supreme Court's treatment of injunctions under the Copyright Act. Neither the district court nor the court of appeals fairly applied these traditional equitable principles in deciding the holder's motion for a permanent injunction. The decision whether to grant or deny injunctive relief rested within the equitable discretion of the district courts, and such discretion had to be exercised consistent with traditional principles of equity, in patent disputes no less than in other cases governed by such standards.
· FACT(S): eBay (Defendant) and MercExchange (Plaintiff) could not agree on a license for Plaintiff"s patent.  When Defendant proceeded with its website, Plaintiff brought suit for patent infringement and won damages due to Defendant"s liability.  Plaintiff also sought a permanent injunction. //MercExchange patented a design for an online marketplace in which a single company provides the trustworthy framework within which buyers and sellers can negotiate for goods. After negotiations with eBay and Half.com to license the patent failed, MercExchange brought suit in federal district court alleging patent violation under the Patent Act. The jury sided with MercExchange, ruling that its patent had been violated, but the district court judge refused to issue a permanent injunction. The injunction would have forced eBay and Half.com to stop using the contested framework, but the judge applied the traditional four-part test to determine whether an injunction was necessary and found that it was not. That decision was reversed, however, by the U.S. Circuit Court of Appeals for the Federal Circuit, which applied a "general rule that courts will issue permanent injunctions against patent infringements absent exceptional circumstances."
· ISSUE: Does the traditional four-part equitable test for injunctive relief apply to Patent Act cases?
· HOLDING: Yes.  The traditional four-part equitable test for injunctive relief applies to Patent Act cases.  Four elements must be established by the party seeking an injunction:  
· (1) it has suffered an irreparable injury; 
· (2) it does not have adequate remedy at law; 
· (3) an equitable remedy is warranted after balancing the hardships between plaintiff and defendant; and 
· (4) a permanent injunction serves the public interest. 
· RULE(S):  The traditional four-part equitable test for injunctive relief applies to Patent Act cases.
· [image: Important] Traditional test for permanent injunctions:
· irreparable injury 
· legal remedies ($) are inadequate
· balance of hardships between Π and Δ
· consideration of public interest
. S.Ct. Holding
· nothing in patent law requires deviation from standard equitable test
· CAFC test (preference for injunctions) overruled
. Any irreparable injury here?
· What relevance that ME was willing to license?
· Shows that money damages would fully compensate
· Note: lack of injunctive relief is tantamount to a compulsory license – infringer can continue infringing so long as it pays “reasonable royalty” or other damages (as set by the court)
. Balance of Hardships
· How devastating is it for patent holder if injunction is denied? Whats the hardship on the infringer if they have to shut down?
· Consider patent to product ratio in different fields
· Pharmaceuticals -  1:1
. Drug that’s being sold is usally covered by a single patent
. If that patent is infringed, the entire product line is at stake
. It might be sensible to issue injunction here
· IT – 1,000:1 
. There are at least a thousand patents in just one product
. If one of those patents is infringed, and you shut down a huge co., youre shutting down a big co for a small infringement
. In this case, damages make more sense
Patent Remedies - Damages
· 35 USC § 284
· Upon finding for the claimant the court shall award the claimant damages adequate to compensate for the infringement, but in no event less than a reasonable royalty for the use made of the invention by the infringer, together with interest and costs as fixed by the court.
· … the court may increase the damages up to three times the amount found or assessed.
· Theory
· $ amount that would put patentee in as good a position had there been no infringement
· Lost Profits
· For patentees who are practicing the patent
. Theory - additional profits that would have been earned had there been no infringement
· not profits gained by infringer, but lost by patentee
· requires expert testimony on economic substitutes, price elasticity, market discipline and other factors
· Borrowed from anti-trust law
· a measure of “actual damages”
· Reasonable Royalty
· When actual damages cannot be proven
· Reasonable royalties are “floor” for damages
· Based on hypothetical arms-length ex ante (before the fact) negotiations for out-licensing to infringer
· a negotiation which never actually occurred
· pretend not to consider subsequent market success
· Circular analysis: license fees based on predicted damage awards, which are based on predicted license deals 
· serious problems of over & under-compensating
· Enhanced Damages
· The court may increase the damages up to three times the amount found or assessed 
· To deter willful infringement
· In re Seagate Tech
· To establish willful infringement, patentee must prove by clear and convincing evidence that infringer acted despite an objectively high likelihood that its actions constituted infringement
· Have to have this to show enhanced damages
· Patent Trolls
· Patent Assertion Entity/Non-Practicing Entity:
· Someone who owns a patent, not practicing the patent invention…just assert it against potential infringers 
· Almost always after the fact of infringement 
· Derives value from damage awards, rather than from practicing the patent or out-licensing
· Most such patents are purchased (e.g., in bulk at bankruptcy) rather than PAE’s own research
· Good investment in some industries (e.g., IT), where infringement is hard to predict or avoid
· 
	Argument against PAEs
	Argument for PAEs

	Stifles innovation and product development; naked wealth transfer
	Creates liquidity in patents, bringing investment dollars to research


Unit 4 - Antitrust and IP Misuse
· The Antitrust Laws
· Congress passed the first antitrust law, the Sherman Act, in 1890 as a "comprehensive charter of economic liberty aimed at preserving free and unfettered competition as the rule of trade." In 1914, Congress passed two additional antitrust laws: the Federal Trade Commission Act, which created the FTC, and the Clayton Act. With some revisions, these are the three core federal antitrust laws still in effect today.
· The antitrust laws proscribe unlawful mergers and business practices in general terms, leaving courts to decide which ones are illegal based on the facts of each case. Courts have applied the antitrust laws to changing markets, from a time of horse and buggies to the present digital age. Yet for over 100 years, the antitrust laws have had the same basic objective: to protect the process of competition for the benefit of consumers, making sure there are strong incentives for businesses to operate efficiently, keep prices down, and keep quality up.
· Here is an overview of the three core federal antitrust laws.
· The Sherman Act
· The Sherman Act outlaws "every contract, combination, or conspiracy in restraint of trade," and any "monopolization, attempted monopolization, or conspiracy or combination to monopolize." Long ago, the Supreme Court decided that the Sherman Act does not prohibit every restraint of trade, only those that are unreasonable. 
· For instance, in some sense, an agreement between two individuals to form a partnership restrains trade, but may not do so unreasonably, and thus may be lawful under the antitrust laws. On the other hand, certain acts are considered so harmful to competition that they are almost always illegal. These include plain arrangements among competing individuals or businesses to fix prices, divide markets, or rig bids. These acts are "per se" violations of the Sherman Act; in other words, no defense or justification is allowed.
· The penalties for violating the Sherman Act can be severe. Although most enforcement actions are civil, the Sherman Act is also a criminal law, and individuals and businesses that violate it may be prosecuted by the Department of Justice. Criminal prosecutions are typically limited to intentional and clear violations such as when competitors fix prices or rig bids. The Sherman Act imposes criminal penalties of up to $100 million for a corporation and $1 million for an individual, along with up to 10 years in prison. Under federal law, the maximum fine may be increased to twice the amount the conspirators gained from the illegal acts or twice the money lost by the victims of the crime, if either of those amounts is over $100 million.
· To state a claim for monopolization under 15 U.S.C.S. § 2 of the Sherman Act, a plaintiff must establish 
· (1) the possession of monopoly power in the relevant market and 
· (2) the willful acquisition or maintenance of that power as distinguished from growth or development as a consequence of a superior product, business acumen, or historic accident. 
· The plaintiff also must demonstrate an antitrust injury and damages. 
· The Federal Trade Commission Act
· The Federal Trade Commission Act bans "unfair methods of competition" and "unfair or deceptive acts or practices." The Supreme Court has said that all violations of the Sherman Act also violate the FTC Act. Thus, although the FTC does not technically enforce the Sherman Act, it can bring cases under the FTC Act against the same kinds of activities that violate the Sherman Act. The FTC Act also reaches other practices that harm competition, but that may not fit neatly into categories of conduct formally prohibited by the Sherman Act. Only the FTC brings cases under the FTC Act.
· The Clayton Act
· The Clayton Act addresses specific practices that the Sherman Act does not clearly prohibit, such as mergers and interlocking directorates (that is, the same person making business decisions for competing companies). Section 7 of the Clayton Act prohibits mergers and acquisitions where the effect "may be substantially to lessen competition, or to tend to create a monopoly." As amended by the Robinson-Patman Act of 1936, the Clayton Act also bans certain discriminatory prices, services, and allowances in dealings between merchants. The Clayton Act was amended again in 1976 by the Hart-Scott-Rodino Antitrust Improvements Act to require companies planning large mergers or acquisitions to notify the government of their plans in advance. The Clayton Act also authorizes private parties to sue for triple damages when they have been harmed by conduct that violates either the Sherman or Clayton Act and to obtain a court order prohibiting the anticompetitive practice in the future.
· Fraud on the patent office (Walker Process doctrine) 
· [image: Book to read] Walker Process v. Food Machinery
· OVERVIEW: The holder filed a suit for infringement of a patent on a diffuser used in aeration equipment for sewage treatment systems. The alleged infringer filed a counterclaim for a declaratory judgment that the patent was invalid. Upon the patent's expiration, the holder filed a motion to dismiss its suit, which was granted by the trial court, but the alleged infringer amended its counterclaim to charge that the holder had illegally monopolized commerce by fraudulently and in bad faith obtaining and maintaining its patent. The dismissal was affirmed on appeal. On certiorari, the United States Supreme Court held that the enforcement of a patent procured by fraud on the Patent Office could be violative of § 2 of the Sherman Act provided that the other elements necessary to a § 2 case were present. In such event, the treble damage provisions of § 4 of the Clayton Act, 15 U.S.C.S. § 15, would be available to an injured party. The Court noted that permitting recovery of treble damages for the fraudulent procurement of a patent coupled with violations of § 2 of the Sherman Act was warranted under long-recognized procedures allowing injured parties to attack the misuse of patent rights.
· FACT(S): The defendant in a patent infringement suit filed a counterclaim charging that the plaintiff, in violation of 2 of the Sherman Act, had illegally monopolized interstate and foreign commerce by fraudulently and in bad faith obtaining and maintaining its patent well knowing that it had no basis for a patent; and the defendant sought recovery of treble damages under 4 of the Clayton Act on the ground that the existence of the plaintiff's patent had deprived the defendant of business that it would otherwise have enjoyed.
· ISSUE:
· HOLDING:
· RULE(S): The enforcement of a patent procured by fraud on the Patent Office may be violative of § 2 of the Sherman Act, 15 U.S.C.S. § 2, provided the other elements necessary to a § 2 case are present. In such event the treble damage provisions of § 4 of the Clayton Act, 15 U.S.C.S. § 15, would be available to an injured party.
· Walker Process
· Effects of fraud on the patent office
· Patent rendered unenforceable [patent misuse]
· Loss of antitrust immunity
· An owner of a patent can do things that are otherwise forbidden by antitrust law
· Lose this if do something fraudulent
· Exposure to treble damages under Clayton Act §4
· Private plaintiffs, like your competitors, who havent been able to practice their invention because of their patent…can file suit against you. Very easy for them to show how much they've lost in potential $$ by you fraudulently having a patent 
. [image: Question] How can you fraudulently have a patent?
· Food Machinery swore it neither knew nor believed invention was in use prior to one year before application
· In fact, Food Machinery had engaged in such prior use
· Enforcement of fraudulently obtained patent may violate Sherman Act §2 
· They shouldn’t have gotten a patent, they shouldn’t have applied 
· [image: Important] Walker Doctrine: Doctrine that creates the possibility of an antitrust suit that would not otherwise have occurred because of patent immunity
· Because walker strips away patent immunity, the antitrust suit can go forward
· Essence of antitrust violation is not the fraud on the patent office, its exercising a fraudulently procured patent (this is the violation)
· The first barrier for a Walker Process claimant to clear is the requirement that the patent be obtained through actual fraud upon the Patent and Trademark Office (PTO). This question is governed by Federal Circuit law. A finding of inequitable conduct does not by itself suffice to support a finding of Walker Process fraud, because inequitable conduct is a broader, more inclusive concept than the common law fraud needed to support a Walker Process counterclaim. To demonstrate Walker Process fraud, a claimant must make higher threshold showings of both materiality and intent than are required to show inequitable conduct. A Walker Process claimant must make a greater showing of scienter and materiality than when seeking unenforceability based on conduct before the PTO. Furthermore, a finding of Walker Process fraud cannot result from an equitable balancing between the two factors; a strong showing of one cannot make up for a deficiency in the other. The difference in breadth between inequitable conduct and Walker Process fraud admits the possibility of a close case whose facts reach the level of inequitable conduct, but not of fraud before the PTO. 
· The heightened standard of materiality in a Walker Process case requires that the patent would not have issued but for the patent examiner's justifiable reliance on the patentee's misrepresentation or omission. 
· [image: Book to read] Dippin’ Dots v. Mosley
· OVERVIEW: The patent covered a process for making a novelty ice cream product. The patentee sold the ice cream at a market for several months before seeking a patent and did not disclose them to the Patent and Trademark Office (PTO). The jury found that the sales were prior art that invalidated the patent. The trial court awarded defendants attorney's fees and denied plaintiffs' motion for judgment notwithstanding the verdict (JMOL). On appeal, the court found that the district court correctly found that the claim steps mentioning "beads" were limited to covering processes that produce beads based on the written description in the patent. The sales were market testing for consumer demand and invalidated the patent under 35 U.S.C.S. § 102(b). The sales were therefore prior art citable against the patent claims for obviousness purposes. Additionally, plaintiffs' omission of the sales before the PTO rendered the patent invalid for inequitable conduct. However, defendants failed to prove plaintiffs' fraudulent intent to support their Walker Process claim. With the judgment of antitrust liability reversed, the grant of attorney's fees under § 4 of the Clayton Act was vacated.
· FACT(S): The patent covered a process for making a novelty ice cream product. The patentee sold the ice cream at a market for several months before seeking a patent and did not disclose them to the Patent and Trademark Office (PTO). Jury finds DDI violated antitrust law by asserting fraudulently procured patent. Like Walker Process, a statutory bar case. Defendants assert DDI commercialized invention more than one year before priority date. DDI argues it only practiced first 3 steps and that sales were ‘experimental’
· HOLDING:  Patent here invalidated because DD failed to report sales from market testing (obviousness-->as prior art). BUT, no Walker claim here because D's unable to show that P's had fraudulent intent. 
· RULE(S): 
· The public sale of goods produced by a process more than one year before a patent is filed places that process in the 35 U.S.C.S. § 102(b) prior art. Prior art under the § 102(b) on-sale bar is also prior art for the purposes of obviousness under 35 U.S.C.S. § 103. 
· The experimental use exception to 35 U.S.C.S. § 102(b) does not include market testing where the inventor is attempting to gauge consumer demand for his claimed invention. 
· Proof that a patentee has obtained the patent by knowingly and willfully misrepresenting facts to the Patent and Trademark Office is sufficient to strip the patentee of its exemption from the antitrust laws. 
·  A party who asserts such a fraudulently obtained patent may be subject to an antitrust claim. If a patentee asserts a patent claim and the defendant can demonstrate the required fraud on the Patent and Trademark Office, as well as show that the other elements necessary to a § 2 of the Sherman Act case are present, a defendant-counterclaimant is entitled to treble damages under the antitrust laws.
· Inequitable Conduct v. Fraud
· Inequitable conduct (shield) does not establish Walker Process fraud (sword)
· A patent may be rendered unenforceable for inequitable conduct if an applicant, with intent to mislead or deceive the examiner, fails to disclose material information or submits materially false information to the Patent and Trademark Office during prosecution. 
· [image: Important] Walker Process fraud requires higher showings of both materiality and intent
· Dippin’ Dots defendants establish materiality [patent would not have issued but for reliance on misrepresentation or omission]
· Weakness was in establishing fraudulent intent
· Possibility of non-fraudulent reasons for omission
· Contrast with Nobelpharma [reference to prior art had been deleted]
· Have to show that the patent would NOT have issued 'but for' the reliance on misrepresentation/omission 
· [image: Book to read][image: Question] In re DDAVP Direct Purchaser Antitrust Litigation 
· OVERVIEW: The patentee developed and patented the drug in tablet form. In a prior patent infringement suit, it was determined that the patent was unenforceable due to inequitable conduct based on the patentee's nondisclosures to the Patent and Trademark Office. The purchasers alleged that defendants' conduct violated the antitrust laws. The court of appeals held that the Federal Circuit did not have exclusive jurisdiction over the appeal pursuant to 28 U.S.C.S. §§ 1295(a)(1) and 1338(a) because one of the purchasers' four theories did not turn on a substantial question of patent law. The purchasers' allegation that the patentee filed a sham citizen petition with the Food and Drug Administration (FDA) implicated the sham exception to the Noerr-Pennington doctrine, and the issue of whether the petition was a sham was independent of patent law. The purchasers had antitrust standing, including standing to raise a Walker Process claim for fraudulent patent procurement. The purchasers sufficiently stated claims for Walker Process fraud, for filing sham litigation and a sham citizen petition, and for improperly listing the patent in the FDA's Orange Book.
· FACT(S): In prior litigation Ferring (patentee) sued Barr for infringement. District court held patent unenforceable due to inequitable conduct before PTO. Plaintiffs (class action) bring antitrust suit against patentees. Allege harm due to absence of generics. District court dismisses: plaintiffs did not have antitrust standing [patent had not been enforced against them because -->inequitable conduct, once determined, means that the patent is going to be unenforceable against anyone]
· ISSUE:
· HOLDING:
· RULE(S):
· Walker Process claims are based on a fraudulently obtained patent, and are typically brought as counterclaims in patent infringement suits: the plaintiff claims the defendant infringed his patent, and the defendant responds that the patent was invalid as fraudulently obtained, and that the plaintiff's enforcement efforts violate Walker Process. If a patent is valid, a Walker Process claim cannot stand.
· [image: Question] Standing???
· The plaintiff must have "antitrust standing" to bring the antitrust claim; that is, the alleged injury suffered by the plaintiff must not be too remote from the alleged illegal conduct. Plaintiffs asserting a Section 1 claim must show that the defendants' antitrust violation was not only a "but for" cause of their injury but a proximate cause as well. The Supreme Court outlined a series of factors to be evaluated on a case-by-case basis to determine whether a plaintiff has standing to bring an antitrust action. These factors are: 
· (1) antitrust injury (discussed above); 
· (2) the directness of the injury; 
· (3) the speculative measure of the harm; 
· (4) the risk of duplicative injury; and 
· (5) the complexity of apportioning damages. 
· An antitrust plaintiff must suffer anti-trust injury. But a court need not find in favor of the plaintiff on all factors and no single factor, including the presence of antitrust injury, is decisive. Courts are required to balance the factors to determine whether a plaintiff has antitrust standing. This requirement is difficult to assess in the abstract, because it is not susceptible to a clear cut standard.
· Antitrust Standing Analysis
· Is injury “of the type the antitrust laws were intended to prevent”?
· Purchasers forced to pay supra-competitive prices do suffer antitrust injury
· Are purchasers ‘efficient enforcers’?
· Purchasers suffered direct injury
· Purchasers are motivated to enforce antitrust [even were competitors more motivated]
· Effects can be measured
· Recovery can be apportioned between purchasers and competitors to avoid duplicative recoveries
· Standing to Challenge Validity
· If patent is valid, Walker Process claim ‘cannot stand’
· Invalidation only possible:
· Counterclaim in infringement suit
· Declaratory action by competitor or one threatened by suit
· Post-grant review
· Purchasers do not satisfy these requirements
· Walker Process Standing
. Second Circuit expresses concerns about settlements, yet does not recognize per se standing by purchaser-plaintiffs
. Here the patent was ‘tarnished’ by finding of inequitable conducts, so purchaser-plaintiffs do have standing
· [image: Book to read] Ritz Camera v. Dandisk 
. OVERVIEW: The owner contended that the retailer which directly purchased the patented flash memory chips lacked standing to assert the antitrust violation based on the patents allegedly obtained by fraud since the retailer faced no threat of a patent infringement action and had no other basis for challenging the validity of the patents. The appellate court held that the retailer was not categorically precluded from bringing the antitrust claim, even though the retailer would not be entitled to seek declaratory relief against the owner under the patent laws. The retailer as a direct purchaser of the flash memory chips clearly had standing to seek relief under the antitrust laws for the alleged monopolistic conduct of the owner, even though one of the elements of the antitrust claim was a showing that the patents were procured by fraud. The antitrust claim was a separate cause of action governed by antitrust laws, and the retailer was not independently seeking annulment of the patent under the patent laws, even though the practical effect if the retailer prevailed would likely be the invalidity of the patents.
. FACT(S): Ritz Camera & Image, LLC (“Ritz”) brought suit against SanDisk Corporation (“SanDisk”) on behalf of itself and a class of direct purchasers of NAND flash memory, a type of flash memory used in consumer products such as digital cameras, mobile phones, and USB drives. Ritz filed a class action, alleging that SanDisk violated the Sherman Act, 15 U.S.C. 2 by fraudulently procuring patents by failing to disclose prior art and making misrepresentations to the Patent and Trademark Office and established its monopoly by enforcing patents against competitors and by threatening competitors’ customers. SanDisk asserted that Ritz lacked standing to bring a Walker Process antitrust because Ritz faced no threat of an infringement action and had no other basis to bring a declaratory judgment action challenging the patents. 
. HOLDING: The district court rejected the argument, acknowledging that such claims normally are brought by competitors of the patentee as counterclaims in infringement actions, but noting that the Walker Process decision places no limitation on eligible plaintiffs. On interlocutory appeal, the Federal Circuit affirmed that a direct purchaser is not categorically precluded from bringing a Walker Process antitrust claim, even if it would not be entitled to seek declaratory relief against the patentee under the patent laws.
. RULE(S):
. Walker Process claims typically brought by competitors
. Ritz (direct purchaser) sues SanDisk under Sherman Act based on fraudulent procurement of patents [nondisclosure of prior art--SD did not disclose prior art]
· Fed. Circuit holds Walker Process claim does not seek annulment of patent, but rather antitrust relief
· Rejects ‘flood of litigation’ argument
· [image: Important] Direct purchasers have Walker Process standing even if they do not have standing to challenge patent
· Court says essence of this is antitrust, not patent case 
· Were willing to recognize a direct purchaser like ritz wouldn’t have standing to directly challenge the patent 
· Inequitable conduct; sham litigation
· [image: Book to read] Therasense
. OVERVIEW: A competitor sued the patentees in U.S. district court in Massachusetts, seeking a judgment declaring that blood glucose test strips it sold did not infringe U.S. Patent Nos. 6,143,164 and 6,592,745, and the patentee countersued the competitor and other defendants in U.S. district court in California. The cases were consolidated in California, and that court found that the competitor and other defendants had not infringed the '164 and the '745 patents, and that U.S. Patent No. 5,820,551 was unenforceable due to inequitable conduct. A panel of the court of appeals upheld the district court's judgment and the court of appeals agreed to review the case en banc to address problems created by use of the inequitable conduct doctrine. The court found that it was necessary to tighten standards for finding inequitable conduct, and it adopted a standard that required an accused infringer to prove by clear and convincing evidence that a patent applicant acted with the specific intent to deceive the U.S. Patent and Trademark Office ("PTO"), and that the deception had a material effect on the PTO's decision to award a patent. The court also rejected use of the PTO's definition of "materiality."
. FACT(S): Therasense, Inc. (Plaintiff) and its parent company, Abbott (Plaintiff), petitioned for a rehearing following the court of appeals affirmation of the district court’s judgment that Plaintiff’s ”˜551 patent was unenforceable as a consequence of inequitable conduct.  Plaintiffs argued that the court of appeals had applied an overbroad legal standard for inequitable conduct.
. ISSUE: Must the standard for inequitable conduct be tightly drawn, where the standard for intent is that the applicant knew of the reference, knew that it was material, and made an intentional decision to withhold it, and the standard for materiality generally is but-for materiality except in cases of affirmative egregious misconduct, where such conduct is deemed material?
. HOLDING: Yes.
. RULE(S): The standard for inequitable conduct must be tightly drawn, where the standard for intent is that the applicant knew of the reference, knew that it was material, and made an intentional decision to withhold it, and the standard for materiality generally is but-for materiality except in cases of affirmative egregious misconduct, where such conduct is considered material.
·  The doctrine of "inequitable conduct" as a defense to a patent infringement action requires a finding of both intent to deceive and materiality. To prevail on the defense of inequitable conduct, the accused infringer must prove that the applicant misrepresented or omitted material information with the specific intent to deceive the U.S. Patent and Trademark Office ("PTO"). The accused infringer must prove both elements—intent and materiality—by clear and convincing evidence. If the accused infringer meets its burden, then the district court must weigh the equities to determine whether the applicant's conduct before the PTO warrants rendering the entire patent unenforceable. 
· As a general matter, the materiality required to establish inequitable conduct in patent infringement actions is "but-for" materiality. When an applicant fails to disclose prior art to the U.S. Patent and Trademark Office ("PTO"), that prior art is "but-for" material if the PTO would not have allowed a claim had it been aware of the undisclosed prior art. Hence, in assessing the materiality of a withheld reference, the court must determine whether the PTO would have allowed the claim if it had been aware of the undisclosed reference.
· A finding that a misrepresentation or omission amounts to gross negligence or negligence under a "should have known" standard does not satisfy this intent requirement.
. District court finds ‘551 patent unenforceable due to inequitable conduct
· Inequitable conduct: some kind of fraud happened when you were getting your patent 
· Abbott makes claims inconsistent with assertions it made in EPO filings
· There were claims in European app that werent in US app
· Inequitable conduct
· Judicially created doctrine (equitable defense – species of unclean hands doctrine)
· Remedy evolved from dismissal of suit to enforcement bar
· Requires finding of intent to deceive and materiality
· [image: Important] Charge expands scope of discovery
· Atomic Bomb of Patent Law
· Validity defenses are claim specific – inequitable conduct renders entire patent unenforceable
· Inequitable conduct may ‘spawn’ antitrust and competition law claims
· Grounds for possible award of attorneys’ fees
· ‘common litigation tactic’ [80 percent]
· Fed. Circuit asserts ‘low standards’ for intent and  materiality increases adjudication costs, burdens courts, etc.
· [image: Important] New Standards - Intent
· Specific intent to deceive the PTO
· Gross negligence does not satisfy
· Applicant must know of reference, know reference is material and have made a deliberate decision to withhold
· Where there are multiple reasonable inferences, intent to deceive cannot be found
· This makes it tough to meet the intent requirement
· Party alleging inequitable conduct bears burden of proof
· [image: Important] New Standards - Materiality
· ‘But for’ materiality
· Would PTO have allowed claim if aware of undisclosed prior art?
· Patentee obtains no advantage from misconduct if patent would issue anyway
· [image: Book to read] Eon-Net v. Flagstar Bancorp
· OVERVIEW: The alleged infringer had moved for sanctions pursuant to Fed. R. Civ. P. 11, on the basis that the patentee failed to investigate or identify allegedly infringing products, and that it asserted baseless infringement claims. The district court construed the claims of the asserted patents, did not commit clear error in its exceptional case finding under 35 U.S.C.S. § 285, and did not abuse its discretion in invoking Rule 11 sanctions. The district court found that patentee's case had indicia of extortion, given the low-ball settlement offers it made to alleged infringers. The litigation also served to impose disproportionate discovery costs on alleged infringers. The remaining alleged infringer, the only defendant that refused to settle cheaply, subsequently moved for attorney fees pursuant to 35 U.S.C.S. § 285, which the district court granted. The district court based its exceptional case finding on the patentee's pursuit of baseless infringement claims. The district court's opinion recounted numerous instances of litigation misconduct. The district court's findings of litigation misconduct were not clearly erroneous.
· FACT(S): Eon-Net is a patent holding company formed to enforce the three patents in suit, which it did with vigor against Flagstar. Flagstar moved for sanctions pursuant to Fed. R. Civ. P. 11, on the basis that the patentee failed to investigate or identify allegedly infringing products, and that it asserted baseless infringement claims
· HOLDING: The district court's opinion recounted numerous instances of litigation misconduct which were not clearly erroneous.
· RULE(S): Many varieties of misconduct can support a district court's exceptional case finding, including lodging frivolous filings and engaging in vexatious or unjustified litigation. Litigation misconduct and unprofessional behavior may suffice, by themselves, to make a case exceptional under 35 U.S.C.S. § 285. Absent litigation misconduct or misconduct in securing the patent, sanctions under § 285 may be imposed against the patentee only if both (1) the patentee brought the litigation in bad faith; and (2) the litigation is objectively baseless. 
· Before a district court awards Fed. R. Civ. P. 11 sanctions under Ninth Circuit law, the district court must determine that the complaint is legally or factually baseless from an objective perspective and that the attorney failed to conduct a reasonable and competent inquiry before filing the complaint. An appellate court reviews all aspects of a district court's imposition of Rule 11 sanctions under an abuse of discretion standard. 
· Litigation misconduct
· Baseless litigation filed in bad faith
· Defendant did not infringe patent, as written description refutes patent holders claim construction
· Eon-Net’s ‘troll-like’ behavior
· Complaints against ‘plethora’ of defendants
· Settlement demands lower than cost to defend [nuisance value settlements]
· Flagstar spent more than $600k defending suit
· Flagstar successfully defends, saying 'I didn’t do it. I didn't infringe'
· Plaintiff was arguing a construction that was inconsistent with the written description 
· Sham exception to antitrust immunity
· Established by Noerr (1961)
· Antitrust immunity premised on Constitutional rights to influence gov’t action (e.g. right to petition, due process)
· Those who petition government for redress are generally immune from antitrust liability. The Supreme Court first recognized in Noerr that the Sherman Act does not prohibit persons from associating together in an attempt to persuade the legislature or the executive to take particular action with respect to a law that would produce a restraint or a monopoly. 
· But no Noerr immunity if sham to injure competitor
· Professional Real Estate Investors [PRE] v. Columbia Pictures (1993)
· SCOTUS holds litigation is not subject to sham exception unless litigation is ‘objectively baseless’
· [image: Book to read] PRE v. Columbia Pictures
· OVERVIEW: Petitioner hotel owners appealed from the court of appeals' affirmance of summary judgment for respondent motion picture owners on petitioners' antitrust counterclaims. Petitioner contended that it was error to hold that an antitrust plaintiff had to establish that a sham lawsuit was baseless as a matter of law. The Supreme Court declined to adopt an approach under which either indifference to the outcome, or failure to prove that a petition for redress of grievances would have been brought but for a predatory motive, would expose a defendant to antitrust liability under the sham exception. The court adhered to precedent in rejecting a purely subjective definition of "sham," and outlined a two-part definition. First, the lawsuit had to be objectively baseless in the sense that no reasonable litigant could realistically expect success on the merits. Secondly, the court should focus on whether the baseless lawsuit concealed an attempt to interfere directly with the business relationships of a competitor through the use of the governmental process as an anticompetitive weapon. Applying the two-part definition, the court concluded that respondents' copyright action was not a "sham."
· FACT(S): Several motion picture studios, alleging that the operators of a resort hotel had infringed the studios' copyrights in various films by renting videodiscs to guests for viewing in hotel rooms, filed an action against the operators in the United States District Court for the Central District of California. The operators filed a counterclaim charging the studios with violations of 1 and 2 of the Sherman Act (15 USCS 1, 2), based in part on the allegation that the studios' copyright action was a mere sham which cloaked underlying acts of monopolization and conspiracy to restrain trade. The District Court entered summary judgment in favor of the operators on the studios' copyright claim (228 USPQ 743), and the United States Court of Appeals for the Ninth Circuit affirmed (866 F2d 278). 
· HOLDING: in the case at hand, even though the studios' copyright action was unsuccessful, the studios had had probable cause to bring such an action because the law was then unclear as to whether the operators' videodisc rental activities intruded on the studios' copyrights.
· RULE(S): 
· Under the "sham" exception to the doctrine of antitrust immunity, as that doctrine applies in the litigation context, activity "ostensibly directed toward influencing governmental action" does not qualify for Noerr immunity if it is a mere sham to cover an attempt to interfere directly with the business relationships of a competitor. 
· [image: Important] Litigation cannot be deprived of Noerr immunity as a sham unless the litigation is objectively baseless.
· PRE's Sham Analysis
· Columbia’s asserts infringement of public performance exclusivity
· PRE asserts antitrust counterclaims, based on sham litigation
· District court found hotel room is not a public place, 9th Circuit affirms
· SCOTUS: lawsuit must be objectively baseless
· SCOTUS: lawsuit must conceal attempt to harm competitor
· Must be some kind of improper motive to harm the competitor
· Only if you have objective baselessness and attempt to harm competitor can you bring this claim forward 
· Proof of sham merely deprives antitrust defendant of immunity – antitrust violation must still be established
· Majority finds Columbia had probable cause to sue
· Misuse of IP
· History of Patent Misuse Doctrine
· Morton Salt (1942) 
· SCOTUS refuses to enforce patent [equitable defense] where Morton was using patent contrary to public policy
· Morton license agreement for patented salt-depositing machine required use of salt tablets produced by Morton [tying]
· A 'tying' case: quintessential antitrust offense
. [image: Important] When a party has some kind of market power in a particular good (the tying good) and as part of commercial practice requires that anyone wanting access to the tying good must purchase another good (the tied good)
1. If you want x, you have to buy y from me 
. The tying good is a good that embeds intellectual property (a patented good)
. Ex.) if you wanted to buy xerox copier, you had to buy xerox ink back when xerox first started
. Goods can also be tied together technologically (this is more subtle)
4. Ex.) apple products need their own chargers, cant use the universal chargers 
· Question whether they're two separate products or part of the same thing 
. Are the tires tied to a brand new car? A car is a bundle of a car + 4 tires. Is that right? Is a car a single product comprising of a car + tires, or do we regard them separately 
· Morton: when you breach your license agreement  by using someone elses salt tabs, you don’t have our permission/authority and we can bring an infringement case against you (because using someone elses salt tabs is outside the licensing contract)
. But, Morton salt has a patent on the machine, but not on salt…this is misuse of patent because morton is using its patent power over salt tablets which is OUTSIDE of their patent (extending patent beyond its scope), and that’s why it’s a misuse   
· Essence of misuse is extend the patent beyond its scope 
· [image: Important] Patent misuse also recognized in cases involving price fixing and territorial restrictions
· [image: Important] Patent misuse premised on tying now require showing of market power [35 U.S.C. §271(d)(5)]
·  Under § 1 of the Sherman Act, 15 U.S.C.S. § 1, every contract, combination in the form of trust or otherwise, or conspiracy, in restraint of trade or commerce is declared to be illegal. Tying arrangements fall under § 1. A tying arrangement is the sale or lease of one product on the condition that the buyer or lessee purchase a second product. To prove that a tying arrangement exists, the plaintiff must show: (1) the involvement of two separate products or services; (2) the sale of one product or service is conditioned on the purchase of another; (3) the seller has market power in the tying product; and (4) the amount of interstate commerce in the tied product is not insubstantial. 
· Its no longer correct to say that patent misuse is a purely judicial doctrine, see USC 271(d) for all ways you don’t misuse your patent, what is no longer patent abuse
· i.e. Tying is no longer patent abuse UNLESS the patent owner has market power in the tying good 
· What congress has done is narrow, all ties based on patent are misuse of patent if the patent has market power. If patent doesn’t have market power its not a misuse 
· Market power: borrowing this from antitrust 
. Market power is like if keurig was the only single coffee cup maker out there
. Apple has market power in the phone market, though 
. Doesn’t mean that youre a monopoly
. Ask "can you set prices without regard to competition?" and apple can do that 
. Its possible that two firms have market power 
· Misuse of Copyright
· No SCOTUS authority as to existence of copyright misuse doctrine
· Lasercomb America v. Reynolds (4th Cir. 1990) recognizes copyright misuse by analogy to patent misuse
· Reynolds/Holiday Steel infringed (they stole Lasercomb’s software)
· Note Reynolds/Holiday Steel were not parties to software license (they never signed)
· Reynolds/Holiday Steel entitled to equitable defense to infringement based on copyright misuse based on improper term in license agreement entered with third parties!
· [image: Book to read] Lasercomb v. Reynolds
· OVERVIEW: Appellee developed a computer software program that was the subject of the dispute between the parties. Appellants circumvented the protective devices appellee had provided with the software and made three unauthorized copies of the software. Thereafter, appellants created and marketed its own software program, which was almost a direct copy of appellee's program. Appellee filed this action claiming copyright infringement and fraud based on appellants' unauthorized copying and marketing of appellee's software. On appeal, the court held that appellants were not liable for copyright infringement because appellee misused its copyright by attempting to use its copyright to control competition in an area outside the copyright. However, the court found that appellants were still liable for fraud.
· FACT(S): D's here steal the software by copying it, changing the title and box, and selling it in competition with lasercomb
· HOLDING: Misuse of copyright is a valid defense, that Lasercomb’s anticompetitive clauses in its standard licensing agreement constitute misuse of copyright, and that the defense is available to appellants even though they were not parties to the standard licensing agreement.
· RULE(S):
· So while it is true that the attempted use of a copyright to violate antitrust law probably would give rise to a misuse of copyright defense, the converse is not necessarily true -- a misuse need not be a violation of antitrust law in order to comprise an equitable defense to an infringement action. The question is not whether the copyright is being used in a manner violative of antitrust law (such as whether the licensing agreement is reasonable), but whether the copyright is being used in a manner violative of the public policy embodied in the grant of a copyright.
· The defense of copyright misuse is available even if the defendants themselves have not been injured by the misuse.
· NOTES:
· Good lawyer/Bad lawyer 
· Good lawyer: Reynolds/Holiday Steel lawyer who recognized possibility of equitable defense of copyright misuse, found offending term in license agreement
· Bad lawyer: Lasercomb lawyer who inserted 99-year term non-competition provision into license agreement (constituting the misuse)
· The good guys (lasercomb) had the bad lawyer, and the bad guys (reynolds/holiday stell) had the good lawyer, and good lawyer won
· There was an equitable defense here to what would otherwise be blatant infringement 
· Lawyer here knew to read lasercomb's license agreements 
· [image: Important] Reynolds/holiday steel didn’t even sign the license agreement, but there was a clause there that was an instance of misuse of copyright (the 99 year non-competition provision)
· [image: Important] A 99 year term for noncompetition agreement is completely unreasonable, and this was the misuse of patent 
. More is not better, when its unreasonable, more is worse
· [image: Book to read] Senza-Gel
· OVERVIEW:  Appellants brought an action against appellees, alleging patent infringement. After a jury verdict that the patent was valid and infringed, appellees moved to amend their answer to add patent misuse and an antitrust violation. After their motion to amend was granted, appellees moved for summary judgment. The court granted summary judgment on appellees' patent misuse claim but not on their antitrust claim. The district court certified the question relating to the criteria employed in rendering summary judgment on the patent misuse claim. The appellate court affirmed the decision of the trial court. The trial court engaged in the proper patent misuse analysis by determining whether the disputed items were separable, whether the allegedly tied items were staples, and whether the items were actually tied. Furthermore, the trial court properly ascertained the relationship between appellants' selling decision and market demand to determine whether legally separable products existed for antitrust purposes.
· HOLDING: Court held yes patent misuse due to tying, but no violation of Sherman Act
· RULE(S):  The answer to the question whether two products are involved for antitrust purposes turns not on the functional relationship between them, but rather on the character of the demand for the two items. A tying arrangement cannot exist unless two separate product markets have been linked. Consumer behavior or market demand must be examined to determine the separability of products in determining whether there is a tying arrangement for antitrust purposes. 
·  
· NOTES:
· Infringement of process patent
· License of process patent required use of Senza-Gel’s ‘macerator’ machine (tied product)
· District court grants motion for summary judgment on patent misuse, denies §1 Sherman Act claim
· [image: Important] Fed. Circuit holds it is not inconsistent to find tying to constitute patent misuse on SJ, yet deny antitrust violation on SJ
· [image: Important] Patent misuse may be found even where there is no antitrust violation, because patent misuse is a broader wrong than an antitrust violation. The policy of the patent misuse doctrine is to prevent a patentee from using the patent to obtain market benefit beyond that which inures in the statutory patent right. In order for competitive behavior to amount to patent misuse, one must impermissibly broaden the scope of the patent grant with anticompetitive effect. 
· Separate products doctrine
· ‘key factor’ is whether tied product is a ‘staple’
. Think about xerox machines…ink & paper is a staple 
. [image: Important] If its not a staple, if its just dedicated to certain uses, it may not be tying
· Patent misuse test: court found machine was suitable for substantial non-infringing use
· Antitrust test: separate product determination “turns not on the functional relationship between them, but rather on the character of the demand” [Jefferson Parish (1984)] – genuine issue of material fact
· You may not enforce your process patent against someone who does not use your machine because requiring someone to use your machine is misuse, its tying. But, that same tying does not constitute an antitrust violation 
· [image: Question] Trial court: yes, it’s a shield. But no, on summary judgment its not sufficient to use as a sword
· [image: Book to read] Monsanto v. Scruggs
· OVERVIEW:  The farmers purchased both soybean seeds and cotton seeds containing the patented genetic treatment from seed companies, but never signed a licensing agreement with the patentee. They planted the purchased seeds, and after harvesting the soybeans and cotton, retained the new generation of seeds, which they planted in subsequent crops. The seed company violated its agreement with the patentee by failing to obtain a signed licensing agreement, and the seed was only to be used to grow only a single commercial crop. The farmers asserted that the patentee violated the Sherman Act, 15 U.S.C.S. §§ 1-2, by tying the purchase of seed to the purchase of its herbicides, and by unlawfully monopolizing the relevant market. The farmers asserted a number of affirmative defenses that the trial court rejected. The court of appeals found that the seed distributors had no authority to confer a right to use patentee's biotechnology, nor any sort of license to use the seeds. The patent had not been shown to be invalid for lack of enablement, and the court rejected the tying arguments. Based on the recent decision in eBay Inc. v. MercExchange, L.L.C., and vacated the permanent injunction.
· FACT(S): Monsanto licenses its patented Roundup Ready technology to seed companies. Seed companies may not sell seed to growers unless growers sign license agreement limiting use to single crop. Scruggs (farmer) did not sign license agreement, saved seeds; Monsanto sues Scruggs for infringement. Scruggs raises patent misuse defense, counterclaims for antitrust violations
· HOLDING:
· Fed. Circuit holds Monsanto’s ‘no replant policy’ a valid exercise of patent rights
· Fed. Circuit holds Monsanto’s ‘no research policy’ is a permitted field of use restriction
· Uniform technology fee is a royalty fee that falls within the scope of the patent grant
· RULE(S):
· Affirmative defenses to infringement include noninfringement, unenforceability, invalidity (that is, failing to satisfy the written description or enablement requirements), 35 U.S.C.S. § 282, patent misuse, and the existence of an implied license. 
· Antitrust laws may be violated if a patent holder's conduct falls outside the protection afforded by the patent laws. Under the patent laws, a patentee has the right to exclude others from making, using, or selling a patented invention. 35 U.S.C.S. § 154(a)(1). Conduct falling within the scope of protection includes, inter alia, limited use licensing, and charging of royalties. Field of use licensing restrictions, such as permitting the use of inventions in one field and excluding it in others, are also within the scope of the patent grant. 
· NOTES:
Monsanto was simply enforcing its patent here, it wasn’t increasing the scope of its patent. That’s why monsanto wins. 
· Patent misuse: tying and bundling; post-term royalties  
· Section 337
·  Overview
· International Trade Commission -alternative forum to address infringing products
· Administrative process - subject to judicial review
· Remedies – import exclusion and/or cease and desist orders
· Fast track process
· Requirements
· Section 337 is part of U.S. Tariff Act of 1930 – it generally addresses unfair competition by imported products
· Importation of IP infringing articles is deemed to be unfair 
· Complainant must prove:
· Infringement by imported articles
· Existence of affected U.S. industry (possibly discriminatory against non-U.S. IP holders)
· Refusal to License (Patent)
· [image: Important] Refusal to License (Refusal to Deal)
· No antitrust liability
· Consistent with patent monopoly, absence of working requirement
· But what about Standard Essential Patents (SEPs)?
· [image: Important] Concerted Refusal to License
· Sherman Act §1 offense
· Not okay to make agreement with another party to not deal 
· [image: Book to read] Princo v. ITC
· OVERVIEW:  The patentee licensed the discs and tied the license with an agreement that a competitor would not license a potentially competing technology. The patentee asserted claims for infringement. An administrative law judge first denied relief finding the patents were unenforceable for patent misuse because of the tying arrangement and on additional grounds. The Commission affirmed, but a panel of the Court of Appeals for the Federal Circuit reversed, including the ruling that of patent misuse, under the rule of reason. On remand, the Commission found no misuse. On the second appeal, a divided panel ruled against the Commission and the patentee, vacated the Commission's remedial orders and remanded the case. In the third appeal, the majority of the divided en banc court the court found that it was not the power of the patentee's rights in its patents that was being misused. Although the tying agreement might be vulnerable to challenge under the antitrust laws, it could not reasonably be characterized as misuse of the patents. The licensee did not show a reasonable probability that the suppressed technology, if available for licensing, would have matured into a competitive product.
· FACT(S):
· Orange Book – technical standards for CDs
· Philips and Sony combine solutions
· Philips – Raaymaker patents
· Sony – Lagadec patents
· Philips and Sony engineers agree to use Raaymaker, incorporate it in Orange Book
· Philips and Sony offer package license
· Package includes both Raaymaker and Lagadec patents
· License has field of use restriction (production of CDs only)
· Princo enters package license, then stops paying fee
· Philips files §337 complaint to block imports
· Princo argues patent misuse
· ITC affirms ad judge finding of patent misuse
· HOLDING:
· Fed.Circuit reverses finding of patent misuse
· Package license not tying
· Uniform package fee minimizes transaction costs, avoids disputes
· On remand Princo argues Lagadec patent should not have been included in package
· Suggests inclusion was pretense to justify payment to Sony not to compete / Fed.Circuit rejects 
· In sum, Princo has failed to show that the putative agreement between Sony and Philips not to license the Lagadec technology for non-Orange- Book purposes had any market effect at all—actual or prospective. The record, and the findings of the Commission, make clear that the Lagadec technology lacked both the technical and the commercial prospects that would have made it a possible basis for a product that could compete with Orange-Book-compliant discs in the data storage market. For that reason, Princo failed to demonstrate that any agreement not to license Lagadec would have had the anticompetitive effects necessary to condemn that agreement under rule-of-reason analysis. Accordingly, we conclude that even if Philips and Sony engaged in an agreement not to license the Lagadec patent for non-Orange-Book purposes, that hypothesized agreement had no bearing on the physical or temporal scope of the patents in suit, nor did it have anticompetitive effects in the relevant market. The asserted agreement between Philips and Sony therefore did not constitute patent misuse and cannot justify rendering all of Philips’s Orange Book patents unenforceable. 
· RULE(S):
· Patent misuse concerns patent leverage, or the use of the patent power to impose overbroad conditions on the use of the patent in suit that are not within the reach of the monopoly granted by the Government. What that requires, at minimum, is that the patent in suit must itself significantly contribute to the practice under attack. Patent misuse will not be found when there is no connection between the patent right and the misconduct in question, or no use of the patent.
· To sustain a misuse defense involving a licensing arrangement not held to have been per se anticompetitive by the United States Supreme Court, a factual determination must reveal that the overall effect of the license tends to restrain competition unlawfully in an appropriately defined relevant market.
· NOTES:
· Sony says we know were giving you more patents than you need, but how are you harmed by getting more?
· [image: Book to read] Kimble v. Marvel 
· OVERVIEW:  In Brulotte v. Thys Co., 379 U.S. 29 (1964), this Court held that a patent holder cannot charge royalties for the use of his invention after its patent term has expired. The sole question presented here is whether we should overrule Brulotte. Adhering to principles of stare decisis, we decline to do so. Critics of the Brulotte rule must seek relief not from this Court but from Congress.
· Overruling a long-standing precedential decision which held that a patentee could not continue to receive royalties after expiration of the patent was not warranted since the doctrine of stare decisis favored settled law, the precedent did not preclude business arrangements other than royalties, there was a broad policy favoring unrestricted use of patents after their expiration, overruling the precedent could threaten other precedents, and the precedent was simple and workable; [2]-Whether the precedent relied on an economic misjudgment concerning the competitive effects of post-expiration royalties and tended to suppress technological innovation were matters within the realm of Congress to provide any required remedy.
· FACT(S): In 1990, petitioner Stephen Kimble obtained a patent on a toy that allows children (and young-at-heart adults) to role-play as “a spider person” by shooting webs—really, pressurized foam string—“from the palm of [the] hand.”  Respondent Marvel Entertainment, LLC (Marvel) makes and markets products featuring Spider-Man, among other comic-book characters. Seeking to sell or license his patent, Kimble met with the president of Marvel’s corporate predecessor to discuss his idea for web-slinging fun. Soon afterward, but without remunerating Kimble, that company began marketing the “Web Blaster”—a toy that, like Kimble’s patented invention, enables would-be action heroes to mimic Spider-Man through the use of a polyester glove and a canister of foam. Kimble sued Marvel in 1997 alleging, among other things, patent infringement. The parties ultimately settled that litigation. Their agreement provided that Marvel would purchase Kimble’s patent in exchange for a lump sum (of about a half-million dollars) and a 3% royalty on Marvel’s future sales of the Web Blaster and similar products. The parties set no end date for royalties, apparently contemplating that they would continue for as long as kids want to imitate Spider-Man (by doing whatever a spider can).
And then Marvel stumbled across Brulotte, the case at the heart of this dispute. In negotiating the settlement, neither side was aware of Brulotte. But Marvel must have been pleased to learn of it. Brulotte had read the patent laws to prevent a patentee from receiving royalties for sales made after his patent’s expiration. So the decision’s effect was to sunset the settlement’s royalty clause.  On making that discovery, Marvel sought a declaratory judgment in federal district court confirming that the company could cease paying royalties come 2010—the end of Kimble’s patent term. The court approved that relief, holding that Brulotte made “the royalty provision . . . unenforceable after the expiration of the Kimble patent". The Court of Appeals for the Ninth Circuit affirmed, though making clear that it was none too happy about doing so. “[T]he Brulotte rule,” the court complained, “is counterintuitive and its rationale is arguably unconvincing.”
· ISSUE: We granted certiorari, to decide whether, as some courts and commentators have suggested, we should overrule Brulotte. 
· HOLDING:  For reasons of stare decisis, we demur.
· RULE(S):  
· A patent holder cannot charge royalties for the use of his invention after its patent term has expired
· Patents endow their holders with certain superpowers, but only for a limited time. In crafting the patent laws, Congress struck a balance between fostering innovation and ensuring public access to discoveries. While a patent lasts, the patentee possesses exclusive rights to the patented article—rights he may sell or license for royalty payments if he so chooses. 35 U.S.C.S. §154(a)(1). But a patent typically expires 20 years from the day the application for it was filed. § 154(a)(2). And when the patent expires, the patentee’s prerogatives expire too, and the right to make or use the article, free from all restriction, passes to the public. 
· Post-Term Royalties
· Royalty obligations on expired patent unenforceable under Brulotte (1964)
· Are post-term royalties patent misuse? 
· Compare Warner Lambert v. Reynolds  [Listerine] (S.D.N.Y. 1959) – royalty obligation on trade secret is enforceable notwithstanding general disclosure
· Trade secrets do not have natural term
· No federal policy to justify preemption of operation of state contract law 
· Brulotte Work-Arounds
· [image: Important] Payment of royalties may be deferred beyond expiry of patent
· This is just about the payment, the financing 
· But royalties cannot be ‘based on’ post-term commercialization
· Brulotte is triggered by the last-to-expire patent when multiple patents are licensed
· This is when you have a bundle of patents 
· Where patent and know-how are licensed together, royalties may continue beyond patent expiry so long as royalties ‘step down’
Unit 5 - Software 
· Copyright: Software
· Copyrighted expression not confined to literal elements of work
· Nichols v. Universal Pictures (2d Cir. 1930)
· What are literal elements of a literary work? 
· The words on the page 
· Idea/expression doctrine
· Baker v. Selden (1879) - ideas are not copyrightable
· Facts are not copyrightable
· Copyright doesn’t lock up the idea, it locks up access to the idea
· Ideas and facts are not copyrightable
· Other non-copyrightable elements 
· Scenes-à-faire doctrine
· “stock characters” belong to public domain
· Merger doctrine
· If there's only one way to express the idea, the idea and the expression merge
· De minimis doctrine
· If its just a little thing, a little infringement, it doesn’t matter 
· [image: Book to read] Lotus v. Borland
· FACT(S): Lotus Development Corp. (Lotus) (Plaintiff) marketed a computer spreadsheet program, Lotus 1-2-3.  The program incorporated 469 menu commands, such as “Copy,” “Print,” etc.  The program also enabled the user to write macros that would designate a series of commands with a single macro keystroke.  Borland International (Borland) (Defendant) then released two versions of its own spreadsheet programs, called Quattro and Quattro Pro.  Borland (Defendant) included a virtually identical copy of the whole 1-2-3 menu tree in its Quattro programs.  It did not copy any of the Plaintiff’s underlying computer code, but it did copy the words and structures of Lotus’s (Plaintiff) menu command hierarchy so that consumers who used Borland’s (Defendant) programs would not have to relearn any commands or rewrite their Lotus (Plaintiff) macros.  Plaintiff sued for copyright infringement and received a judgment in its favor.  Defendant appealed, arguing that the Lotus (Plaintiff) menu command hierarchy was not copyrightable because it was a system, method of operation, process, or procedure excluded from protection by the Copyright Act.
· ISSUE: Is a computer menu command hierarchy copyrightable subject matter?
· HOLDING: Defendant did not infringe Plaintiff’s copyright when it copied its menu command hierarchy, because there is no appropriate copyright
· RULE(S): 
· [image: Important] A computer menu command hierarchy is not copyrightable subject matter.
·  A menu command hierarchy is an uncopyrightable “method of operation” as that term is used in S 102(b) of the Copyright Act.  It provides the means by which users control and operate a program’s functional capabilities. it would be impossible to operate Lotus 1-2-3 with using its menu command hierarchy.
· NOTES:
· Note Borland copied none of Lotus’ code
· Is menu command hierarchy protected expression? [No – it is a “method of operation” ineligible for protection by Section 102(b)]
· Note Boudin’s concurrence [317-319]
· Considerations of software’s utility
· Alternate theory of ‘privileged use’
· Note: software is deemed to be a literary work under copyright law
· Copy, paste, etc. 
· There is no literal infringment because there is no line of code that borland's product has that the lotus product had
· The assertion here is that borland is using the same menu commands that lotus customers use. 
· Today, menu commands are effectively public domain 
· The fact that this is a method of operation is what makes this case
· [image: Book to read] CAI v. Altai
· OVERVIEW: Plaintiff created a computer program containing a subprogram that enabled the primary program to run on different operating systems. Defendant hired one of plaintiff's employees, who misappropriated copies of the source code for plaintiff's subprogram, which he then used to create a program for defendant. Defendant then rewrote its program leaving out those portions that had been copied from plaintiff's subprogram. Plaintiff sued for copyright infringement with respect to both versions of defendant's program and misappropriation of trade secrets. Lower court found copyright infringement only with respect to first version of defendant's program, dismissing second claim and dismissing trade secrets claim based upon preemption by federal copyright law. Plaintiff appealed. The court held that the second copyright infringement claim was properly dismissed because second program contained no protectable expression, but reversed dismissal of trade secret claim as it was based upon violation of confidential employment agreement and not copying of subprogram.
· FACT(S): Computer Associates International (CA) (Plaintiff) designed, developed, and marketed numerous types of computer programs, including “CA-Scheduler,” a job-scheduling program containing a subprogram named “Adapter.”  Adapter was a wholly integrated component of CA-Scheduler with no capacity for independent use.  In 1982, Altai, Inc. (Defendant) started to market its own job-scheduling program named “Zeke.”  Then, Defendant decided to rewrite Zeke to run in conjunction with a different operating system, and Altai’s (Defendant) president, Williams, approached Arney, a computer programmer who work for Plaintiff, about working for Defendant.  When Arney left Plaintiff to work for Defendant, he took copies with him of the source code for two versions of Adapter and used them to design Altai’s (Defendant) new component-program, “Oscar” (Version 3.4).  Arney copied approximately 30% of Oscar’s code from Plaintiff’s Adapter program.  When Plaintiff discovered that Defendant may have appropriated parts of Adapter, it brought this copyright and trade secret misappropriation action against Altai (Defendant).  A rewrite of Oscar began, named Oscar 3.5.  The district court awarded Plaintiff $364,444 in actual damages and apportioned profits for copyright infringement regarding Oscar 3.4.  However, the court denied relief on Plaintiff’s second claim, finding that Oscar 3.5 was not substantially similar to Adapter. Decision Affirmed.
· ISSUE: For a finding of copyright infringement, must the protectable, nonliteral elements of one computer program be very similar to the same elements in a second computer program?
· HOLDING: Yes.  For a finding of copyright infringement, the protectable, nonliteral elements of one computer program must be very similar to the same elements in a second computer program. 
· RULE(S): 
· For a finding of copyright infringement, the protectable, nonliteral elements of one computer program must be very similar to the same elements in a second computer program.
· Merger Doctrine: when there is basically only one way to express an idea, the idea and its expression are inseparable and copyright is no bar to copying that expression.  In the computer context, this means that when specific instructions even though previously copyrighted are the only and necessary means of completing an assigned task, their later use by another will not amount to infringement. 
· [image: Important] Abstraction-filtration-comparison test: In ascertaining substantial similarity, a court would first break down the allegedly infringed program into its constituent structural parts. Then, by examining each of these parts for such things as incorporated ideas, expression that is necessarily incidental to those ideas, and elements that are taken from the public domain, a court would then be able to sift out all non-protectable material. Left with a kernel, or possibly kernels, of creative expression after following this process of elimination, the court's last step would be to compare this material with the structure of an allegedly infringing program. The result of this comparison will determine whether the protectable elements of the programs at issue are substantially similar so as to warrant a finding of infringement.
· NOTES: 
· Recalls Nichols and Baker v. Selden on idea/expression dichotomy
· Creates the ‘abstraction-filtration-comparison’ test of substantial similarity for infringement of non-literal elements of software
· Abstractions
· Isolate each level of abstraction – moving from code and ending with ‘ultimate function’
· Filtration
· Separate protectable expression from non-protectable material (ideas +)
· Uses merger doctrine, elements dictated by external factors, public domain elements
· Comparison
· What remains is protected expression
· CAI: levels of abstraction
· Object & source code: no identical code
· Parameter lists / macros: few were similar (de minimis); others were either PD or functional
· Services required: determined by OS, other programs
· General outline: “simple and obvious”; “scenes à faire”
· Gates Rubber v Bando Chemical
· Applies CA v. Altai methodology
· Six levels of abstraction [p. 334]
· Main purpose of program
· Structure/architecture
· Modules
· Individual algorithms or data structures
· Source code
· Object code
· Fair use of software
. ‘Intermediate’ copying of object code
. Section 107 fair use ‘four factors’ applied to software
. [image: Book to read] Sega v. Accolade
· OVERVIEW: A video entertainment system manufacturer obtained a preliminary injunction against a game developer that reverse engineered the manufacturer's games. The developer sold games it had developed for other systems with the computer code that made the games functional on the manufacturer's system. The court reversed entry of the preliminary injunction. In light of the purpose of the Copyright Act to encourage the production of creative works for the public good, the reverse engineering was a fair use of the manufacturer's copyrighted work. The disassembly of the manufacturer's product was the only reasonably available means for obtaining the unprotected functional codes of the manufacturer's game program. Screen display of the manufacturer's logo on games sold by the developer was the result of the manufacturer's security code needed for access to the unprotected functional code, and the manufacturer thereby was responsible for any resulting trademark confusion.
· FACT(S):  Sega Enterprises Ltd. (Sega) (Plaintiff) and Accolade, Inc. (Defendant) made and marketed video game cartridges. In order to make its own games compatible with Sega’s (Plaintiff) console, Accolade (Defendant) “reverse engineered” Sega’s (Plaintiff) video game programs to discover the requirements for compatibility with the console. In order to do this, it first copied Plaintiff’s copyright code in its entirety and then disassembled it to see how it worked. Defendant then created its own games for use with Plaintiff’s console, but did not copy Plaintiff’s programs or use any of its codes. 
· ISSUE: Is disassembly of a copyrighted object code a fair use of the material if it is the only way to access uncopyrighted elements of the code and there is a legitimate reason for seeking to do so?
· HOLDING: Defendant has the better case on the fair use issue. First, Accolade (Defendant) only sought to become a legitimate competitor in the field of Sega (Plaintiff) compatible video games. It therefore had a legitimate, non-exploitative purpose for copying Plaintiff’s code. Second, Plaintiff’s video game programs must be afforded a lower degree of protection than more traditional literary works as they contain unprotected aspects that cannot be examined without copying. Third, the fact that Defendant disassembled entire programs written by Sega (Plaintiff) should receive little weight. Fourth, Accolade’s (Defendant) copying may have affected the market, but not significantly, as customers tend to buy many video games, not just one.
· RULE(S):
· [image: Important] Disassembly of a copyrighted object code is a fair use of the material if it is the only way to access uncopyrighted elements of the code and there is a legitimate reason for seeking to do so.
·  Fair one: (1) the purpose and character of the use; (2) the nature of the copyrighted work; (3) the amount and substantiality of the portion used in relation to the copyrighted work as a whole; and (4) the effect of the use upon the market for the copyrighted work.
· SLIDES:
· First factor – note consideration of public benefit
· Fourth factor – competing is not usurping market
· Second factor – disassembly and intermediate copying
· Patent: Software and Business Methods
· What is Software?
· Computer Code
· Instructions that are “processed” by computer
· Code “languages” 
· Source code – programming language (example in slides)
· “high-level” code often readable by humans (plain text)
· Human expressions - protectably by copyright
· Assembly language - intermediate step
· alphanumeric labels (convertible to binary)
· Object code - binary by convention
· “low’level” computer-readable code (bits, 0s & 1s)
· usually not readable by humans or editable
· can be disassembled/decompiled to yield assembly/source code
. infringes if designed to emulate instructions (non-literal copying)
. no infringement if designed to uncover ideas in the source code
· performing the coded functions does not violate ©
. to extent object code is functional, it is not © subject matter
. but violates ℗ if the program is patented
· Machine code
· parts of object code executed by specific components
· Software Patents
· Software embodiments
· Integrated into operation-specific chip 
· Stand-alone code (for general purpose computer)
· In machine-readable medium (e.g., CD, flash)
. Software programs must meet all ℗ criteria
· § 101 - Subject matter
· the 4 statutory subject matter areas for patents: any “process, machine, manufacture, composition of matter”
· Excluded: the 3 judicially-created exclusions from subject matter
· laws of nature, natural phenomena, [or] abstract ideas 
· Such fundamental principles are "part of the storehouse of knowledge of all men . . . free to all men and reserved exclusively to none." 
· "Phenomena of nature, though just discovered, mental processes, and abstract intellectual concepts are not patentable, as they are the basic tools of scientific and technological work." 
· § 101 - Utility
· § 102 – Novelty & statutory bar
· § 103 – Non-obviousness (“inventive step”)
· § 112 – Written description, enablement, best mode
. Gottschalk v. Benson, 409 U.S. 63 (1972)
· Method for converting decimal into binary
· Rejected by the Court
· 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 a digital computer, and 
· the result of granting a patent would be to improperly issue a patent for an idea
. Diamond v. Diehr (S.Ct. 1981)
· Devices using computer programs are patentable
· Unpatentable element doesn’t affect patentable parts
· USPTO Examination Guidelines for Computer- Related Inventions 
· Software apart from devices would be ok
· If embodied on machine-readable medium (e.g., CD)
· If it does something (i.e., is useful)
· *Note the big leap (from devices using computer programs are patentable to software apart from devices ok)
· E.g., “we claim a program storage device readable by a machine, tangibly embodying a program of instructions executable by the machine to perform method steps ..”
. USPTO flowchart for computer-related inventions (slide has picture)
· What is a Business Method?
. Plan or system for conducting business 
· or improvement thereof
· A process
· Embodied in software (if computer-implemented)
. How to protect?
· The idea
· The expression
· The operation
. State Street Bank v. Signature Fin (1998)
· “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
· Holding:
· “the transformation of data ... by a machine through a series of mathematical calculations … constitutes a practical application of a mathematical algorithm”
· § 101 extends to “"anything under the sun made by man."
· Patentable if produces a useful, concrete & tangible result
. After State Street Bank
· Patent Rush
· Huge increase in BMP apps, mostly for e-commerce 
· Controversy (and opposition from industry)
· Stifle competition (w/o corresponding public benefit)
· BMPs are low quality; don’t really advance knowledge
· First Inventor Defense Act (1999) 35 U.S.C. § 273
· BMP unenforceable against prior user (> 1 yr)
· Business Method Patent Improvement Act (2000)
· Tough examination + opposition proceedings 
· Not enacted 
. [image: Book to read] Bilski v. Kappos
· OVERVIEW: The case involved an invention that was claimed to be a "process" under 35 U.S.C.S. § 101. Under the court of appeals' formulation, an invention was a "process" only if (1) it was tied to a particular machine or apparatus, or (2) it transformed a particular article into a different state or thing. The Supreme Court found that adopting the machine-or-transformation test as the sole test for what constituted a "process" violated statutory interpretation principles. The machine-or-transformation test was not the sole test for deciding whether an invention was a patent-eligible "process." Based on prior precedent, petitioners' claims were not patentable processes because they were attempts to patent abstract ideas. Two claims in petitioners' application explained the basic concept of hedging or protecting against risk. The concept of hedging was an unpatentable abstract idea. Petitioners' remaining claims were broad examples of how hedging could have been used in commodities and energy markets. However, limiting an abstract idea to one field of use or adding token post-solution components did not make the concept patentable.
· FACT(S): Petitioners' patent application seeks protection for a claimed invention that explains how commodities buyers and sellers in the energy market can protect, or hedge, against the risk of price changes. The key claims are claim 1, which describes a series of steps instructing how to hedge risk, and claim 4, which places the claim 1 concept into a simple mathematical formula. The remaining claims explain how claims 1 and 4 can be applied to allow energy suppliers and consumers to minimize the risks resulting from fluctuations in market demand. The patent examiner rejected the application on the grounds that the invention is not implemented on a specific apparatus, merely manipulates an abstract idea, and solves a purely mathematical problem. The Board of Patent Appeals and Interferences agreed and affirmed. 
· ISSUE: 
1) Did the Federal Circuit err by using the machine-or-transformation test in determining patentable subject matter?
2) Does the machine-or-transformation test prevent patent protection for many business methods and thus contradict congressional intent that patents protect "methods of doing or conducting business."
· HOLDING: No. No. The Supreme Court affirmed the Federal Circuit, holding that the applicants' claimed invention is not patent eligible. The Court reasoned that the Federal Circuit did not err when it used the "machine-or-transformation test" to determine patentability. However, the Court noted, in contrast to the Federal Circuit, that the machine-or-transformation test is not the sole test for determining patent eligibility.
· RULE(S):
· The machine-or-transformation test is not the sole test for patent eligibility under § 101. The Court's precedents establish that although that test may be a useful and important clue or investigative tool, it is not the sole test for deciding whether an invention is a patent-eligible “process” under § 101.
· SLIDES: 
· Patent application 08/833,892
· Claim 1:  “A method for managing the consumption risk costs of a commodity sold by a commodity provider at a fixed price [consisting of 3 steps]”
· Example:
· Power Co. will need coal in Dec. for winter demand
· But it is risk averse, so wants to buy now at fixed price
· If demand for coal in Dec. goes up, so does (spot) price
· Coal Co. wants to sell coal in Dec, but is risk adverse
· Intermediary buys from Coal Co & sells to Power Co
· “Bilski method” calculates the buy and sell prices
· Rejected by Examiner
· “invention” merely manipulates an abstract idea 
· some practical/technical implementation required
· Upheld by Bd. Patent Appeals & Interferences 
· Lacks technical implementation (outside a computer)
· Informative Opinion (PTO starts tightening up)
· “Second Look” for BMPs (Class 705)
· apply eligibility standards rigorously
· do rigorous “mandatory search” for prior art
· Questions on rehearing
· Whether State Street should be reconsidered
· Whether computer implementation of algorithm (data transformation) is sufficient
· CAFC holding
· Limits State Street
· Software & business methods patentable only if
· Implemented on a specific apparatus (machine), or
· Transforms some tangible object (outside of computer)
· machine-or-transformation test
· Majority Opinion (Kennedy)
· CAFC’s machine-or-transformation test too rigid
· Rejected as sole test for process patents
· Test can be used positively, but not negatively
· Information age requires flexible test
· Negative pregnant of § 273(b)(1) [prior BM user]
· Congress’ half-hearted effort to restrict BMPs comes back to haunt it
· § 100(b) “Process” definition includes methods 
· BMPs are not categorically excluded
· But sets a high bar
· S.Ct. does not endorse State Street
· Business methods may be patentable
· But still must be an invention
· I.e., must meet § 101, 102, 103
· This invention is just an abstract idea
· Concept of hedging bets (using formulae)
· Use of that concept in energy markets
· See, e.g., Parker v. Flook (1978)
· Mathematical algorithms are laws of nature
· Compare Diamond v. Diehr (1981)
· Application of algorithm to rubber curing not obvious
· Seems that S.Ct. uses a “transformation” test there
· Bilski seems to require technical implementation for a process to be patentable
· Stevens Concurrence:
· Methods of doing business are not processes
· Ct. can resolve ambiguity where congress is silent
· Business methods do not need patent incentive
· Innovation motivated by business advantage
· But inhibited by the prospect of patenting
· BMPs are per se unpatentable
· Life After Bilski
· Interim PTO Guidelines for Process Claims
· 75 Federal Register 43922 (July 27, 2010)
· Machine-or-Transformation test major factor
· CAFC conflicted on machine/transform’n test
· Cybersource Corp v. Retail Decisions (2011) ⬇
· Research Corp. v. Microsoft (2012) ⬆
· Dealtertrac v. Huber (2012) ⬇
· S.Ct. continues to limit software patents
· WildTanget v. Ultramercial (2012) ⬇
· Lower courts opine that BMPs are in jeopardy
· [image: Book to read] Alice Corp v. CLS
· OVERVIEW: The patents at issue disclosed a computer-implemented scheme for mitigating settlement risk, i.e., the risk that only one party to a financial transaction would pay what it owed, by using a third-party intermediary. The issue was whether the claims were patent eligible under 35 U.S.C.S. § 101, or were instead drawn to a patent-ineligible abstract idea. The claims at issue were drawn to the abstract idea of intermediated settlement, and as such, the claims were directed to a patent-ineligible concept. Specifically, the concept of intermediated settlement was a fundamental economic practice, and the use of a third-party intermediary was a building block of the modern economy. The method claims, which merely required generic computer implementation, failed to transform the abstract idea into a patent-eligible invention. The computer components of the patent's method added nothing that was not already present when the steps were considered separately. The assignee's claims to a computer system and a computer-readable medium failed for substantially the same reasons.
· FACT(S): Alice Corporation (Alice) is an Australian company that owns the '479, '510, '720, and '375 patents, all of which have to do with a computerized trading platform that deals with financial transactions in which a third party settles obligations between two others so as to settlement eliminate risk. Settlement risk is the risk to each party in an exchange that only one party will pay its obligation. Alice's patents address that risk by using the third party as the guarantor.On May 24, 2007, CLS Bank International (CLS) sued Alice and sought a declaratory judgment of non-infringement and invalidity of the '479, '510, and '720 patents. Alice countersued and claimed infringement. CLS moved for summary judgment by arguing that any possible infringement could not have occurred in the United States and that Alice's claims were drawn from ineligible subject matter. Alice filed crossmotions, and the district court denied both motions. In the meantime, the '375 patent processed, and Alice amended its complaint to include this patent. Both parties renewed their crossmotions. For the purposes of these motions, the district court assumed that all asserted patent claims required electronic implementation and granted summary judgment in favor of CLS. The district court held that Alice's patents were invalid because they were directed at an abstract idea and that those claims could preempt the use of the abstract concept of a neutral intermediary to facilitate exchange and eliminate risk. The U.S. Court of Appeals for the Federal Circuit affirmed.
· ISSUE: Are claims regarding computer-implemented inventions—including systems, machines, processes, and items of manufacture—patent-eligible subject matter?
· HOLDING:
· Here, the representative method claim does no more than simply instruct the practitioner to implement the abstract idea of intermediated settlement on a generic computer. Taking the claim elements separately, the function performed by the computer at each step--creating and maintaining “shadow” accounts, obtaining data, adjusting account balances, and issuing automated instructions--is “[p]urely 'conventional.' ”  Considered “as an ordered combination,” these computer components “ad[d] nothing . . . that is not already present when the steps are considered separately.” Viewed as a whole, these method claims simply recite the concept of intermediated settlement as performed by a generic computer. They do not, for example, purport to improve the functioning of the computer itself or effect an improvement in any other technology or technical field. An instruction to apply the abstract idea of intermediated settlement using some unspecified, generic computer is not “enough” to transform the abstract idea into a patent-eligible invention.
· RULE(S): The mere recitation of a generic computer cannot transform a patent-ineligible abstract idea into a patent-eligible invention. Stating an abstract idea while adding the words apply it is not enough for patent eligibility. Nor is limiting the use of an abstract idea to a particular technological environment. Stating an abstract idea while adding the words apply it with a computer simply combines those two steps, with the same deficient result. Thus, if a patent’s recitation of a computer amounts to a mere instruction to implement an abstract idea on a computer, that addition cannot impart patent eligibility. This conclusion accords with the preemption concern that undergirds 35 U.S.C.S. § 101 jurisprudence. Given the ubiquity of computers, wholly generic computer implementation is not generally the sort of additional feature that provides any practical assurance that the process is more than a drafting effort designed to monopolize the abstract idea itself. 
· SLIDES: 
· Patent No. 5,970,479, Claim 33:
· A method of exchanging obligations between parties, each party holding a credit record and a debit record with an exchange institution, the credit records and debit records for exchange of predetermined obligations
· a computerized trading platform for exchanging financial information between primary parties where a trusted third party settles obligations so as to eliminate "settlement risk”
· Question Presented (in cert petition):
· Whether claims to computer-implemented inventions – including claims to systems and machines, processes, and items of manufacture – are directed to patent-eligible subject matter within the meaning of § 101.
· Thomas’ (majority) approach to § 101
· Is the claim directed to an ineligible concept?
· laws of nature, natural phenomena, abstract ideas
· Yes: abstract idea of intermediated settlement (fundamental economic concept)
· If so, are there additional elements in claim that apply (transform) those concepts?
· this is a “search for an inventive step” to make sure the claim is more than the ineligible concept
. a claim that recites an abstract idea must include additional features (novel & useful implementation) to ensure that the claim not simply a drafting effort to monopolize the idea
· method claims (to perform the settlement) rely on generic computer implementation
. merely implementing a mathematical principle on a computer is not a patentable application of that principle
. each step in this claim simply recites an economic concept 
. computer only performs generic computer functions
. a software program running on a general purpose computer must do more than manipulate numbers; it must do something
· Meaning of Alice
· Thomas (majority opinion):
· “we need not labor to delimit the precise contours of the "abstract ideas" category in this case.”
· Robt. Merges (Berkeley):
· “To say we did not get an answer is to miss the depth of the non-answer we did get.”
· John Duffy (Virginia):
· "[T]he Supreme Court has been remarkably resistant to providing clear guidance in this area, and this case continues that trend.”
· Life After Alice
· PTO Guidance on Subject Matter Eligibility
· Pen & Paper Test
· Does the program do more than simply perform a mental step
· Are there non-abstract elements?
· e.g., transmitting data over the Internet
· controlling an app’s display on a mobile device
· controlling functions outside of the computer
· Basic Principle:
· software must embody an inventive concept
· Apple v. Samsung (CAFC, Feb. 26, 2016)
· Apple patent 5,946,647 (1999)
· What is claimed is: 
· 1.  A computer-based system for detecting structures in data and performing actions on detected structures, comprising:
· an output device for presenting the data ...;
· an analyzer server for detecting structures in the data, and for linking actions to the detected structures ...; 
· an action processor for performing the selected action linked to the selected structure …
· Claim construction of “Analyzer Server”
· Apple: a program routine within the software app
· CAFC: a “server” is a separately running software routine that receives data from a client application, performs the "detecting" and "linking” 
steps, and then returns that data to
the client application”
· Accused Samsung device
· actions linked to structures by code in program library
· library is a collection of software routines for a particular app
· since Samsung’s operation runs within the app itself and not separately, it does not infringe ‘647 patent
 
· BMPs under AIA
· Tax Strategy Patents
· Unpatentable – AIA § 14
· Does not include tax preparation software
· (d) Nothing in this section shall be construed to imply that other business methods are patentable or that other business method patents are valid. 
· Transitional Post-Grant Review for BMPs
· Expanded PGR for existing BMPs
· PGR otherwise applies only to apps filed after 2013
· Subject Matter in Int’l Law -- 
· EPC Art. 52(1)
· European patents shall be granted for any inventions which are susceptible of industrial application, which are new and which involve an inventive step 
· EPC Art. 52(2) – not regarded as inventions:
· (c) schemes, rules and methods for performing mental acts, playing games or doing business, and programs for computers
· TRIPs Art. 27
· patents shall be available for any inventions, whether products or processes, in all fields of technology 
· US negotiating position during Uruguay Round (leading to TRIPS)
· Software was protected by copyright, not by patent law
· Practice Question
· Patent No. 5,960,411 – Amazon 1-Click
· We claim: 1-
· A method of placing an order for an item comprising:
· displaying the item on the client computer; and
· in response to only a single action being performed, sending a request to order the item along with an identifier of a purchaser of the item to a server;
· receiving the request on the server;
· retrieving additional information previously stored for the purchaser; and
· generating an order to purchase the requested item.
 
Unit 6 - Licensing / Technology Transfer / Standard Setting
· Refusals to license: parts and service markets; interoperability  (K)
· [image: Book to read] ITS v. Kodak
· FACT(S):  
· ISSUE:
· HOLDING:
· RULE(S):
· SLIDES:
· ISOs bring §2 Sherman Act claims [attempted monopolization and monopolization] against Kodak
· Kodak manufactures photocopier and microfilm equipment – including parts
· Competed with ISOs in service markets
· In 1985/1986 Kodak refuses to sell parts to ISOs
· Kodak secures agreements from OEMs not to sell parts to ISOs
· On remand from controversial SCOTUS decision (1992)
· Section 2 showings
· Attempted monopolization claim
1. Specific intent to destroy competition
1. Anticompetitive conduct
1. Dangerous probability of achieving monopoly power
1. Antitrust injury
. Monopolization claim
2. Define relevant market
2. Show defendant owns dominant share
2. Show significant barriers to entry
· Section 2 Refusal to deal
. Liability for refusal to deal if harm to competition in the absence of “legitimate business justification”
. Discussion of Aspen Skiing
. Essential facilities doctrine
. Importance of change of established pattern
· Kodak asserts protection of patents and copyrights is “legitimate business justification”
· Antitrust and intellectual property: Two principles
· Patent and copyright holders are not immune from antitrust liability
· Patent and copyright holders may refuse to sell or license protected work
· Right to refuse has limits [Data General (1st Cir. 1994)]
. Presumption of legitimacy may be rebutted by evidence of ‘pretext’
· ITS v. Kodak - remedy
· District court imposed injunction with “utility-like” price regulation
· 9th Circuit eliminates “reasonableness” element 
· Only non-discriminatory pricing requirement remains
. “Any nondiscriminatory price that the market will bear”
. Thus, not (F)RAND
· Is this remedy workable?
· Court forces Kodak to sell parts to ISO's 
· ISO Antitrust Litigation (Xerox) [Fed.Cir. 2000]
· Rejects ITS v. Kodak, creates circuit split
· If patent infringement case is not objectively baseless, antitrust defendant’s subjective motivation is irrelevant
· Loss of antitrust immunity is confined to:
· Illegal tying
· Fraud on PTO
· Sham litigation
· Outside these exceptions, patent holder may refuse to deal without antitrust liability
· [image: Book to read]  Microsoft [EU] *** this is from wikipedia should double check
· Microsoft Corp v Commission (2007) is a case brought by the European Commission of the European Union (EU) against Microsoft for abuse of its dominant position in the market (according to competition law). It started as a complaint from Sun Microsystems over Microsoft's licensing practices in 1993, and eventually resulted in the EU ordering Microsoft to divulge certain information about its server products and release a version of Microsoft Windows without Windows Media Player. Also, the European Commission especially focused on the interoperability issue.
· FACT(S):  In 1993, Novell claimed that Microsoft was blocking its competitors out of the market through anti-competitive practices. The complaint centered on the license practices at the time which required royalties from each computer sold by a supplier of Microsoft's operating system, whether or not the unit actually contained the Windows operating system. Microsoft reached a settlement in 1994, ending some of its license practices. In 1998, Sun Microsystems raised a complaint about the lack of disclosure of some of the interfaces to Windows NT. The case widened when the EU examined how streaming media technologies were integrated with Windows.
· ISSUE:
· HOLDING:
· RULE(S):
· SLIDES: 
· Microsoft v. Commission (2007)
· Article 102 TFEU [ex-Article 82 EC]
. Abuse of a dominant position
. Analog to §2 Sherman Act
· Microsoft refused to provide ‘interoperability information’ to developers of work group server Oss
· Commission orders MS to provide information [mandatory license?]
· Essential facility in EU competition law
· General rule: undertakings may refuse to license IP
· Only in “exceptional circumstances” may refusal to license constitute an Article 102 violation
. Refusal relates to indispensable input
. Refusal excludes competition on neighboring market
. Refusal prevents appearance of new product
· Relevant markets
· First market: client PC operating systems (i.e. Windows)
. MS has over 90% market share
. Barriers to entry, network effects
· Second (neighboring) market: work group server market [small or medium-sized networks]
. MS has at least 60% market share
. Entry barriers due to MS’s refusal to license
· Microsoft EU - remedy
· MS to disclose interoperability information “on reasonable and non-discriminatory terms”
. RAND [not FRAND?]
. Compulsory license?
· Commission to monitor
· [image: Book to read] Novell v. Microsoft 
· Overview: Whether the leading provider of Intel-compatible personal computer operating systems engaged in anticompetitive conduct in violation of § 2 of the Sherman Act, 15 U.S.C.S. § 2, by refusing to deal with its rivals, when it withdrew access to its namespace extensions from independent software vendors, including plaintiff, after it first offered to share access. HOLDINGS: [1]-The provider's conduct did not qualify as anticompetitive behavior within the meaning of § 2 because plaintiff had presented no evidence from which a reasonable jury could infer that the provider's discontinuation of access suggested a willingness to sacrifice short-term profits, let alone in a manner that was irrational but for its tendency to harm competition.
· FACT(S):
· ISSUE: 
· HOLDING: At the end of the day it is clear to us, as it was to the district court, that Microsoft's conduct does not qualify as anticompetitive behavior within the meaning of section 2. The district court offered still other rationales for rejecting Novell's claim — ruling that Microsoft's conduct didn't harm competition in the operating systems market, and that Novell's delay in producing its Windows 95 software was really attributable to its own mismanagement and not Microsoft's withdrawal of the NSEs. 
· RULE(S):
· SLIDES: 
· Novell v. Microsoft (10th Cir. 2013)
· 20+ years of litigation involving Independent Software Vendors (ISVs)
. Jury deadlocked in 2011trial
. Court holds no §2 Sherman Act liability as a matter of law
· Microsoft competed with ISVs in developing apps (e.g. Word, Excel) that ran on Windows
. Novell produced WordPerfect suite, rival to Office
. In June 1994, MS shares Windows 95 beta, gave ISVs access to APIs including namespace extensions [NSEs], in October 1994, MS withdraws access to APIs 
· Novell’s theories
· Delaying PerfectOffice increased share of MS Office, locking customers into Windows
· PerfectOffice included some tasks traditionally performed by Windows and could operate on other operating systems
· No ‘helping hand’
· MS Windows monopoly was not illegal
· “Forced sharing” would raise “administrability” concerns
. Courts would have to define terms and conditions
· Essential facilities doctrine ‘controversial’ [citing Aspen Skiing (1985), Trinko (2004)]
· MS conduct (refusal to deal) is not anticompetitive behavior within §2 Sherman Act
· Patent pools 
· Patent Pools -- a giant list of patents that competitors in industry have so others don’t infringe
· Solution to blocking patents
· Justified when complementary patents block each other
· More difficult to justify when competing patents are combined
· Solution to ambiguities as to patent boundaries
 
· [image: Book to read] Hazeltine Research
· OVERVIEW: The licensor was the assignee of an interest in hundreds of patents and patent applications. The licensee, a manufacturer, entered into a license agreement with the licensor in which the licensor was to be paid a small percentage of the licensee's selling price of broadcast receivers even if a patent was not used. The licensor filed suit to recover the minimum royalty due under the license agreement and sought an accounting. The licensee asserted that the license agreement was unenforceable as a misuse of patents. The lower courts sustained the licensor's motion for summary judgment. The court affirmed, holding that the royalty provision did not create a monopoly and did not illegitimately restrain competition. The mere accumulation of patents, no matter how many, was not in and of itself illegal. The right to a patent included the right to market the use of the patent at a reasonable return.
· FACT(S): Petitioner, a manufacturer of radio broadcasting receivers, entered into a licensing agreement with respondent, a radio research organization, whereby, for royalties amounting to a small percentage of petitioner's selling price of complete radio broadcasting receivers, petitioner obtained permission to use in the manufacture of its "home products" any or all of 570 patents which respondent held and any others to which it might acquire rights. Respondent is not a manufacturer but derives its income from licensing its patents; and its policy is to license any and all responsible manufacturers. Under the agreement, petitioner was not obligated to use any of respondent's patents in the manufacture of its products; but it was required to pay the royalty, whether it used them or not. 
· ISSUE:
· HOLDING: licensing the use of patents to one engaged in a related enterprise it is not per se a misuse of patents to measure the consideration by a percentage of the licensee's sales; that the validity of the licensing agreement could not be questioned because of an unobserved and unenforced and subsequently waived requirement of the attaching of a restrictive notice to goods manufactured by the licensee; and that the licensee might not challenge the validity of the licensed patent. 
· In the circumstances of this case, there being no inherent extension of the monopoly of the patents, payment of royalties according to an agreed percentage of the licensee's sales is not unreasonable. Having obtained by the agreement the privilege of using any or all of respondent's patents and developments, petitioner cannot complain because it must pay royalties whether it uses the patents or not. 
· RULE(S):
· It is not per se a misuse of patents to require the licensee to pay royalties based on a percentage of its sales, even though none of the patents is used
· The mere accumulation of patents, no matter how many, is not per se illegal. P. 834.
 
· SLIDES:
· Hazeltine Research (1950)
· Hazeltine – licensor of 570 patents and 200 patent applications related to radio
· Automatic Radio – licensee, manufacturer of radios
· License provides for 1% royalty on selling price of radios regardless of whether sold radios practice licensed patents
· Hazeltine sues for minimum royalty due
· Automatic Radio asserts patent misuse
· No patent misuse
· Not misuse to require royalties even if patents are not used
· Not a tie-in scenario – no requirement to purchase goods or accept another license
· Basing royalties on unpatented goods does not create another monopoly or restraint
· Royalties are payment ‘for the privilege’ to use patents
· NOTE: rule that licensee may not contest validity has since been overturned [Lear v. Adkins (1963)]
· [image: Book to read] Nero v. MPEG LA
· FACT(S):
· ISSUE:
· HOLDING:
· RULE(S):
· SLIDES:
· Sherman Act §2 claim by Nero against MPEG LA patent pool – court dismisses
· Nero asserts impermissible extension of term by addition of “non-essential” patents – court finds no foundation of this claim
· MPEG-LA has a patent pool. Nero wants to say its monopoly because theyre trying to extend scope of patent to non-essential parts of patent. Court says this argument sucks
· Nero asserts individual licensing is “infeasible”, but never inquired
· Cost to determine which patents are needed to comply with MPEG-2 standard
· [image: Book to read] Singer
· Overview: The Court reversed a judgment of a district court, which had dismissed an action by the United States in which it contended that appellee manufacturer had violated the antitrust laws by conspiring with two competitors to restrain and monopolize in the sale of certain sewing machines. The Court found that there was a conspiracy to exclude Japanese competitors in household zigzag sewing machines and that the controlling factor in determining that a conspiracy had occurred was the overall common design to destroy the Japanese sale of infringing machines in the United States by placing the patent in appellee's hands. This concerted action to restrain trade, clearly established by the course of dealings, was in violation of the antitrust laws.
· FACT(S): The United States brought a civil antitrust suit in the Federal District Court for the Southern District of New York against an American sewing- machine manufacturer, alleging that the American manufacturer combined with its Swiss and Italian competitors to exclude Japanese zigzag sewing machines from the United States by cross-licensing agreements under which they did not oppose each other's patent applications and by the assignment of the Swiss manufacturer's application for a United States patent to the American manufacturer, for the purpose of the American manufacturer's suppression of infringing Japanese machines. 
· ISSUE:
· HOLDING: On this record, there was a conspiracy to exclude Japanese competitors, in violation of § 1 of the Sherman Act, and the judgment is reversed.  The course of dealings disclosed by this record shows that appellee and the Italian and Swiss manufacturers had a common purpose to suppress the competition of Japanese machines in the United States through the use of the patent which appellee obtained from the Swiss manufacturer and under which the Swiss and Italian manufacturers were the sole licensees. Implicit in such a course of dealings was a conspiracy which violated § 1 of the Sherman Act.
· RULE(S):
· SLIDES:
· Singer enters into cross-licensing agreements with Vigorelli and Gegauf
· Gegauf assigned U.S. patent application to Singer – this permitted §337 action 8 months after issuance of patent
· United States brings §1 Sherman Act claim
· Government proved illegal purpose: patent pool was established to exclude Japanese rivals
· SCOTUS finds Singer was not merely protecting its own patent, but also Virgorelli and Gegauf “under the same umbrella” – concerted action to restrain trade
· Reissue Patents
· Reissue patent
· Patent holder has a patent where they thin there was a mistake in the application or they think their claims are too broad and vulnerable
· Patent reissue is where patent holder goes back to patent office and asks them to reissue patent, narrowing scope and strengthening the validity
· Can only narrow patent, cannot make it more broad
. Standard essential patents, SSOs and (F)RAND 
74. Standard-Setting Organization (SSO):
0. A standard setting organization (SSO) means an entity that is primarily engaged in activities such as developing, coordinating, promulgating, revising, amending, 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. The term "standard setting organization" is defined under 42 USCS § 1320d (8) as a standard setting organization accredited by the American National Standards Institute, including the National Council for Prescription Drug Programs, that develops standards for information transactions, data elements, or any other standard that is necessary to, or will facilitate, the implementation of this part [42 USCS §§ 1320d et seq.].
0. Reasonable and Non-Discriminatory (RAND); or F(RAND) for Fair(RAND)
· A patent that controls any part of the technology used in a standard is called a standard-essential patent (SEP). And although these standards are critical to the modern world, they pose difficult patent-licensing problems. Once a standard is adopted, for example, the owner of an SEP will have a superior bargaining position that can be used to extract outsized revenues based on the value of the standard rather than the underlying SEP; similarly, a standard-setting organization (SSO) may be reluctant to adopt a standard in the first place if an SEP owner refuses to license it in advance because the SEP’s value is a function of the standard’s level of adoption.
· In order to prevent these types of licensing “holdups,” as well as ensure access to SEPs so that standards can be widely adopted, SSOs created FRAND — a requirement that SSO members license SEPs on “Fair, Reasonable, and Non-Discriminatory” terms to other members of the SSO and, very often, non-members who use the standard. (FRAND is sometimes referred to as RAND or even F/RAND, but they are all similar.) The FRAND requirement facilitates widespread use of the standard and insures that each SEP owner benefits from use of the patent without gaining an unfair bargaining advantage. 
· There is no statute or regulation imposing a FRAND obligation. Instead, it was created by SSOs (such as the Institute of Electrical and Electronic Engineers, International Telecommunication Union, and European Telecommunications Standard Institute) in response to SSO members asserting infringement claims against other SSO members practicing their SEPs. (During the 1990s, for example, Rambus, Inc. famously withdrew from an SSO for memory chips and began suing SSO members for infringing its SEPs after the SSO adopted a standard using Rambus’ patents.2.) Before adoption of any standard, therefore, SSO members typically are required to agree to license SEPs on FRAND terms to other SSO members and those who use the standard. Those SEPs are then “FRAND encumbered,” which prevents the SEP owner from gaining an unfair market advantage.
· (More on FRAND --> http://www.cardozo.yu.edu/what-%E2%80%9Cfrand%E2%80%9D-all-about-licensing-patents-essential-accepted-standard)
74. [image: Book to read] Rambus v. FTC
· OVERVIEW: Before, during, and after it was a participating member of a private standard-setting organization (SSO) in 1992-1996, the patent holder developed patents for a faster architecture for dynamic random access computer memory (DRAM). The SSO later adopted a synchronous industry standard that resulted in the patent holder's gaining a 90 percent market monopoly over licensing of DRAM technology. The FTC found that the patent holder breached SSO policies and violated § 5(a) of the Federal Trade Commission Act by unfairly or deceptively failing to disclose to fellow SSO members the breadth of its patent applications--monopolistic conduct that was prohibited by the Sherman Act, 15 U.S.C.S. § 2. On appeal, the court held that the FTC's finding that the patent holder had willfully engaged in misrepresentations, omissions, and other practices that misled SSO members about intellectual property information that was highly material to the standard-setting process was flawed because the FTC's decision rested on alternate grounds, one of which did not result in a monopolization violation. Thus, the FTC's findings formed an insufficient basis for imposing antitrust liability.
· FACT(S):  Rambus developed and licensed computer memory technologies. Between 1991 and 1996, the company participated in the Joint Electron Device Engineering Council (JEDEC), a semiconductor engineering SSO. In 1993 and 1999, respectively, JEDEC approved a synchronous dynamic random access memory (SDRAM) standard and a double data rate (DDR) SDRAM standard that included technologies over which Rambus asserted patent rights. In 1999, Rambus informed DRAM and chipset manufacturers that it held patent rights over technologies included in the standards and that the continued manufacture, use, or sale of the products constituted infringement. In 2002, the FTC filed a complaint asserting that Rambus violated Section 5 of the FTC Act by “willfully engag[ing] in a pattern of anticompetitive and exclusionary acts and practices.” In particular, the Commission alleged that Rambus failed to disclose patent interests and made misleading disclosures, and that this deceptive conduct resulted in the monopolization of four technology markets implicated by the standard. 
· ISSUE:  two primary issues in the case: (1) the standard of causation needed to connect deceptive SSO conduct and monopolization, and (2) the issue of whether the inability to obtain RAND pricing presents competitive harm.
· [image: Question] HOLDING: On the first issue, the D.C. Circuit found that causation was not shown since it was possible that JEDEC could have incorporated Rambus’s technology into the standard even if it had been disclosed. In other words, the lack of disclosure could not definitively be pinpointed as the catalyst for monopoly power. The court in essence applied a “but for” standard by which the plaintiff would need to show that the monopolist’s deceptive conduct was thesole reason it acquired monopoly power. On the second issue, The D.C. Circuit relied on NYNEX to hold that a lawful monopolist’s pricing decisions do not demonstrate anticompetitive harm. 
· RULE(S): To prove monopolization, an antitrust plaintiff must establish that a standard-setting organization would not have adopted the standard in question but for the defendant's misrepresentation or omission.
· Under § 5 of the Federal Trade Commission Act, 15 U.S.C.S. § 45(a), deceptive conduct--like any other kind--must have an anticompetitive effect in order to form the basis of a monopolization claim. Even an act of pure malice by one business competitor against another does not, without more, state a claim under the federal antitrust laws, without proof of a dangerous probability that the defendant would monopolize a particular market. Even if deception raises the price secured by a seller, but does so without harming competition, it is beyond the antitrust laws' reach. Cases that recognize deception as exclusionary hinge on whether the alleged anticompetitive conduct impairs rivals in a manner that tends to bring about or protect a defendant's monopoly power.
·  In an antitrust monopolization case under § 2 of the Sherman Act, 15 U.S.C.S. § 2, where a single buyer favors one supplier over another for an improper reason, the plaintiff must allege and prove harm, not just to a single competitor, but to the competitive process. Nor does harm to the consumers in the form of higher prices change the matter.
 
. NOTES:
. §2 Sherman Act violation
· Rambus failed to disclose to SSO its patent interests in 4 technologies adopted in DRAM standards
· Did not alert the standard setting organization that they had an interest in this patent until it was too late 
· When they came out with it told the SSO that they would have to pay Rambus royalties to use their patented invention
. Was this an antitrust violation?
· FTC says yes, Sherman act offense 
. Once Rambus' invention is incorporated into the standard, it has even more market power than it had just by being patented 
· Ask: patent valuable because its patented or because its incorporated into a standard?
. Theory: had SSO known that Rambus had patent, they wouldn’t have adopted the standard including Rambus' patented device 
· Alternative: even if they had known, they mightve adopted the standard, but on the condition that they would only be charged reasonably, non-discriminatory royalties 
. “But for” Rambus’ act, SSO would have excluded Rambus’ patents or demanded RAND royalties
· Theory 1 – Rambus acquired monopoly through standardization
· Theory 2 – Rambus avoided imposition of RAND limits on royalties
. FTC ordered limits on Rambus’ royalties
. Avoiding RAND royalties
· Rambus concedes patent rights give it monopoly power
· Rambus disputes whether it engaged in exclusionary conduct by its nondisclosure to SSO
· Insufficient evidence SSO would have selected alternative standard
· Deceptive conduct in avoiding RAND raises price, but does not harm competition (assuming SSO would have adopted Rambus’ technologies anyway)
· D.C. Circuit notes evidentiary weakness of FTC’s claim
· Rambus says even if they did know about the patent, we don’t know what would have happened. Cant prove that the non-disclosure had the effect to support theory 1. 
· As for theory 2, Rambus says all they're doing is increasing the price. 
· In the end, there was enough doubts about FTC's theories that they failed to make a claim
· [image: Important] Takeaway: There is a possibility for liability in this type of case…even though here Rambus wasn’t liable
· Conspiracy:  Section 1 of the Sherman Act states: Every contract, combination in the form of trust or otherwise, or conspiracy, in restraint of trade or commerce among the several States, or with foreign nations, is declared to be illegal. 15 U.S.C.S. § 1. Although § 1 could be read to outlaw all contracts, it has long been interpreted to only proscribe unreasonable restraints. To establish a § 1 violation, a plaintiff must prove that: (1) the defendants engaged in a conspiracy; (2) that restrained trade; (3) in the relevant market. 
· [image: Book to read] Golden Bridge v. Motorola
. OVERVIEW: The district court found that the developer failed to present any evidence of a conspiracy among the members for a violation of § 1. On review, the court affirmed the grant of summary judgment. The developer presented only circumstantial evidence of a conspiracy, and none of the e-mail correspondence or any other evidence showed an explicit understanding between the members to collude and unlawfully eliminate the developer's technology from the standard. The e-mails actually revealed disagreement among the members. The developer failed to exclude the possibility that the members acted independently, a requirement to prove a conspiracy under § 1. There was no rational reason for the members to conspire to unlawfully remove the technology to avoid paying royalties because the members could have simply opted not to use the previously optional technology. Further, the members presented evidence showing that the informal communications were an important part of the standard setting process and that the standards were beneficial to the market. Therefore, the developer failed to meet the threshold requirement of demonstrating the existence of an agreement in restraint of trade.
. RULE(S):
·  Regarding the conspiracy element under 15 U.S.C.S. § 1 of the Sherman Act, the United States Supreme Court has recently observed that the crucial question in a § 1 claim is whether the challenged anticompetitive conduct stems from independent decision or from an agreement. The plaintiff must present evidence that the defendants engaged in concerted action, defined as having a conscious commitment to a common scheme designed to achieve an unlawful objective. Concerted action may be shown by either direct or circumstantial evidence. Direct evidence explicitly refers to an understanding between the alleged conspirators, while circumstantial evidence requires additional inferences in order to support a conspiracy claim. Independent parallel conduct, or even conduct among competitors that is consciously parallel, does not alone establish the contract, combination, or conspiracy required by § 1. 
· Common dislike is not the same as an explicit understanding to conspire under the Sherman Act,
· To show conspiracy under the Sherman Act, circumstantial evidence must tend to exclude the possibility that the defendants have acted independently.
· The mere exchange of information, or even consciously parallel action, is insufficient to establish a conspiracy under § 1 of the Sherman Act.
· It is not sufficient under for a plaintiff alleging a Sherman Act claim to simply propose conceivable motives for conspiratorial conduct; the evidence must tend to show that the possibility of independent conduct is excluded. 
· Potential pro-competitive benefits of standards promoting technological compatibility include facilitating economies of scale in the market for complementary goods, reducing consumer search costs, and increasing economic efficiency. It is axiomatic that a standard setting organization must exclude some products, and such exclusions are not themselves antitrust violations. To hold otherwise would stifle the beneficial functions of such organizations, as fear of treble damages and judicial second-guessing would discourage the establishment of useful industry standards. 
· NOTES:
· Asserts conspiracy by SSO participants to remove GBT’s CPCH technology from 3GPP standard
· There was a desire to clean up the standard, eliminate technologies that were superfluous 
· This shows us that standards can evolve 
· GB is kicked out of the standard, is upset because its not making $$ from royalties anymore as connected to the standard 
· GB tells court that other companies got together and said bad things about GB to get them kicked out of standard 
· District court grants summary judgment dismissing §1 Sherman Act claim
· 5th circuit upholds summary judgment: GBT only presented circumstantial evidence that did not exclude possibility that defendants acted independently
· No evidence that any firms acted collusively -- couldn’t show that there was a convo that took place between all these companies, that the companies werent going to act independently 
· “common dislike” does not establish conspiracy
· Information exchange does not establish conspiracy
· Emails sent back and forth re: how bad GB's products were werent enough 
· [image: Important] Information exchange an important part of standard setting
· This is part of the discourse, have to let the companies talk about the tech without having them fear legal action 
· SSOs “must exclude some products”
· [image: Book to read] Microsoft v. Motorola
· OVERVIEW: The court held that the district court did not err by issuing the corporation's requested anti-suit injunction. The parties and issues were the same in both actions. Whether or not the district court ultimately determined that the holder breached its contract with an international agency to license its standard-essential patents on reasonable and nondiscriminatory terms, it was clear that there was a contract, that it was enforceable by the corporation as a third-party beneficiary, and that it encompassed not just U.S. patents but also the patents at issue in the German suit. The district court made findings sufficient to establish that the foreign litigation was vexatious or oppressive, and that the foreign litigation prejudiced equitable considerations. Although the district court's interpretation of the holder's litigation decisions might not be the only possible interpretation, it was not illogical, implausible, or without support from inferences that might be drawn from the record. The injunction's impact on comity was tolerable because the case was a private dispute under state contract law between two U.S. corporations that did not raise any public international issue.
· FACT(S): The case was originally filed by Microsoft against Motorola in the Western District Court of Washington at November 9, 2010, claiming that Motorola had violated its reasonable and non-discriminatory licensing agreement to which Microsoft was a third-partybeneficiary.[1] The district court ruled that a company's agreement with a standards organization to provide Reasonable and non-discriminatory (RAND) terms of licensing to all other parties constitutes a contract that is enforceable by third parties. While the U.S. domestic contract litigation had been proceeding, Motorola sued Microsoft in Germany for patent infringement in July 2011. The German district court granted to Motorola an injunction prohibiting Microsoft from selling allegedly infringing products in Germany based on German patent law. Then, Microsoft sought an anti-suit injunction against an injunction of patent infringement in Germany.The district court granted to Microsoft an anti-suit injunction that prevented Motorola from enforcing a foreign patent infringement injunction that Motorola had obtained against Microsoft in Germany. After granting to Microsoft this preliminary injunction, the case was brought to the Appellate court in an interlocutory appeal by Motorola
· HOLDING: The Ninth Circuit Court of Appeals reviewed the district court's foreign anti-suit injunction forabuse of discretion, and affirmed the District Court's decision
· RULE(S):
· A federal district court with jurisdiction over the parties has the power to enjoin them from proceeding with an action in the courts of a foreign country, although the power should be used sparingly. The United States Court of Appeals for the Ninth Circuit clarified its framework for evaluating a foreign anti-suit injunction in E. & J. Gallo Winery v. Andina Licores S.A., and elaborated upon that framework in Applied Medical. Together, these cases establish a three-part inquiry for assessing the propriety of such an injunction. First, the court determines whether or not the parties and the issues are the same in both the domestic and foreign actions, and whether or not the first action is dispositive of the action to be enjoined. Second, the court determines whether at least one of the so-called "Unterweser factors" applies. Finally, the court assesses whether the injunction's impact on comity is tolerable. The Unterweser factors are a disjunctive list of considerations that may justify a foreign anti-suit injunction. The full list of Unterweser factors is as follows: whether the foreign litigation would (1) frustrate a policy of the forum issuing the injunction; (2) be vexatious or oppressive; (3) threaten the issuing court's in rem or quasi in rem jurisdiction; or (4) where the proceedings prejudice other equitable considerations.
· NOTES:
· Motorola has Standard Essential Patent (SEP), participates in Standard Setting Org (SSO), owner of SEP (Motorola) commits to license SEP on a RAND basis, which makes it a RAND committed SEP 
· But, only has RAND committed SEP in U.S.
· Judge posner in apple v. motorola says you cant get an injunction with a RAND patent 
· Says, when you have a RAND committed SEP, you cannot get an injunction. Why? Because you cant show that monetary damages would be inadequate. Says that by making a RAND commitment, $$ is by default adequate. 
· Anti-suit injunction
· Motorola obtains injunction against Xbox in Germany
· Microsoft obtains anti-suit injunction in U.S. court
· Motorola patents covered by H.264 standard
· Motorola made RAND commitment to ITU (SSO)
· ITU does not specify how to determine RAND
· ITU leaves royalty matters to parties, will not settle disputes
· 9th Circuit cites Posner in Apple v. Motorola
· No injunction unless infringer refuses to pay RAND
· Motorola implicitly acknowledges adequacy of damages
· Anti-Suit Injunction
· [image: Important] When will US court issue injunction against American person/corp. enjoining it from exercising litigation in foreign land?
· Unterweser factors: would foreign litigation? –
· Frustrate forum policy?
· Be vexatious or oppressive?
· Threaten in rem jurisdiction?
· Prejudice equitable considerations?
· District court finds German litigation would be “vexatious or oppressive” and would “prejudice equitable considerations”
. Even if case has “some merit,”(there was infringement), it may be vexatious
. Ninth Circuit upholds “narrowly tailored preliminary injunction” under abuse of discretion standard
· 9th circuit holds the anti-suit injunction sound under the abuse of discretion standard 
· [image: Book to read] Apple v. Motorola
· OVERVIEW: A patent holder's claim for declaratory relief and a competitor's counterclaim for declaratory relief involving patents for competing smart phones were dismissed with prejudice where neither party had provided sufficient evidence to sustain their claims for damages or injunctive relief, and as a result, neither had a basis for seeking declaratory relief.
· FACT(S):
· ISSUE:
· HOLDING:
· RULE(S): The proper method of computing a fair, reasonable, and nondiscriminatory (FRAND) royalty starts with what the cost to the licensee would have been of obtaining, just before the patented invention was declared essential to compliance with the industry standard, a license for the function performed by the patent. That cost would be a measure of the value of the patent qua patent. But once a patent becomes essential to a standard, the patentee's bargaining power surges because a prospective licensee has no alternative to licensing the patent; he is at the patentee's mercy. The purpose of the FRAND requirements is to confine the patentee's royalty demand to the value conferred by the patent itself as distinct from the additional value, the holdup value, conferred by the patent's being designated as standard-essential. 
· NOTES:
· Judge Posner, sitting by designation
· Finds Apple infringed Motorola FRAND-committed SEP
· But, denies damages – no foundation provided by Motorola
· Failure to prove damages here, didn’t show court a basis to compute damages
· Says have to show what you wouldve been entitled to, what would've accrued to you if there hadnt been infringement
· And, denies Motorola injunctive relief
· Cant get an injunction because you told us $$ is fine by making FRAND-committed SEP, the question is just how much $$
· Proper method for computing FRAND royalty
· Determine licensing cost for patent immediately prior to adoption of standard
· Seek the value of “patent qua patent”
· Confine royalty demand to patent value as distinct from SEP’s hold-up value due to its adoption as standard
· Posner's Denial of Injunction
· Posner will not enjoin Apple unless Apple refuses to pay FRAND royalty
· Did Posner implicitly find Motorola’s 2.25% royalty demand not to be FRAND?
· Motorola implicitly acknowledged FRAND royalty is adequate compensation for license of its SEPs
· FRAND royalty would provide Motorola all the relief to which it is entitled
· [image: Book to read] Apple v. Motorola (2014)
· OVERVIEW: HOLDINGS: [1]-The U.S. District Court for the Northern District of Illinois erred when it found that claim limitations in U.S. Patent No. 7,479,949 ("the '949 patent"), which disclosed the use of finger contacts to control a touchscreen computer, were drafted in means-plus-function format, and that error affected the court's determination that the patentee's competitor did not infringe the '949 patent and the court's decision denying the patentee's requests for damages and an order enjoining the competitor from violating the '949 patent; [2]-The district court also erred when it excluded expert testimony the parties offered to prove damages the patentee and the competitor sustained on their claims and counterclaims alleging patent infringement, and when it granted the patentee's and competitor's motions for summary judgment on the issue of damages.
· FACT(S): Apple claimed infringement of 15 patents by Motorola. Motorola counterclaimed, asserting six of its own patents. The patents concern use of finger contacts to control a touchscreen computer. Both sought declaratory judgments of non-infringement and invalidity. 
· RULE(S):
·  While the United States Court of Appeals for the Federal Circuit reviews a district court's decision to grant or deny an injunction in a patent infringement case for an abuse of discretion, it reviews a district court's grant of summary judgment de novo. The United States Supreme Court, in eBay Inc. v. MercExchange, L.L.C., outlined the factors a district court should consider before issuing a permanent injunction, stating that a plaintiff must demonstrate: (1) that it has suffered an irreparable injury; (2) that remedies available at law, such as monetary damages, are inadequate to compensate for that injury; (3) that, considering the balance of hardships between the plaintiff and defendant, a remedy in equity is warranted; and (4) that the public interest would not be disserved by a permanent injunction.
· While a patentee's fair, reasonable, and non-discriminatory licensing ("FRAND") commitments are certainly criteria relevant to its entitlement to an injunction in a patent infringement case, there is no reason to create a separate rule or analytical framework for addressing injunctions for FRAND-committed patents. The framework laid out by the United States Supreme Court in eBay v. MercExchange, L.L.C., as interpreted by subsequent decisions of the United States Court of Appeals for the Federal Circuit, provides ample strength and flexibility for addressing the unique aspects of FRAND-committed patents and industry standards in general. A patentee subject to FRAND commitments may have difficulty establishing irreparable harm. On the other hand, an injunction may be justified where an infringer unilaterally refuses a FRAND royalty or unreasonably delays negotiations to the same effect. To be clear, this does not mean that an alleged infringer's refusal to accept any license offer necessarily justifies issuing an injunction. For example, the license offered may not be on FRAND terms. In addition, the public has an interest in encouraging participation in standard-setting organizations but also in ensuring that standard-essential patent portfolios are not overvalued. 
· NOTES:
· Recall –
· Pre-eBay, Fed. Circuit awarded injunction as matter of right
· Posner would deny injunction on all FRAND-committed SEPs
· Fed. Circuit upholds Posner’s 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
· Standard for injunctions involving patent is the SAME standard as it is generally
· Posner tried to create  a per se rule against injunctions, and that’s not ok
· [image: Important] Need to do the 4 part analysis….cant skip this step 
. We have one test for injunctions and it applies to everything 
· Injunction may be justified:
· Where infringer rejects offer of FRAND
· Where infringer unreasonably delays negotiations
· However, refusal to license may be justified if license offer is not on FRAND terms
· More Fed Circuit Voices
· Former Chief Judge Rader
· Evidence of genuine dispute of material fact as to Apple’s unwillingness to license SEPs
· Distinguishes
· Hold outs – unwilling licensees on FRAND terms
· Hold ups – SEP owner demanding unjustified royalties
· Record suggests Apple was a “hold out”
· Judge Prost
· Refusal to negotiate license does not justify injunction
· Trial court has power to increase damages to address bad-faith negotiations
· Additional SEP Issues
· NPEs (Non-Practicing Entity) have different incentives
· Do not require access to standard
· May hide technologies from standard setting process
· Unlike practicing entities, do not engage in “tacit pooling”
· Intentional withholding
· 18-month gap before publishing of patent apps
· Patent continuation – additional or broadened claims
· Ambiguous patents
· Proper base for calculating royalties
· “smallest saleable patent practicing unit” measure
· Post-sale limitations and exhaustion (first sale)
First Sale Doctrine
· Aka the doctrine of exhaustion 
· [image: Important] ‘Sale’ right and ‘use’ right exhausted upon sale of patented article
· Adams v. Burke (1873) establishes that territorial use restriction does not survive sale
· There was license agreement that restricted license user to a territory -- a 10 mi radius of boston (and outside that radius, the licensee would have no rights). According to this agreement, practicing the license outside the territory would result in patent infringement. 
· But in this case, a customer of the licensee, an undertaker, buys the coffin lids in boston but buries people with it outside the 10  mi radius
· Patent holder (licensor) sues the undertaker for patent infringement 
· SCOTUS: No, once its been sold, cant limit use to the territory in the license agreement 
· Buying something is different from buying the USE of something 
· Post-sale restrictions (briefly) upheld in A.B. Dick (1912); overruled by Motion Picture Patents (1917) [right to vend is exhausted by single unconditional sale]
General Talking Pictures
· Western Electric (AT&T) licenses Transformer to produce vacuum tubes only for non-commercial use (in the home)
· "field of use" exclusion 
· Transformer sells tubes to GTP for motion picture use (GTP knows of use restriction)
· Transformer knowingly violates its license agreement by selling, and GTP buys knowing it is violating the agreement 
· GTP infringed by purchasing with knowledge of restriction
· Is this subsequent use infringing?
SCOTUS says YES, use of the tubes by GTP is infringing and there is no exhaustion of sale and use right here
· Why is there no exhaustion?
· SCOTUS finds this sale was ‘unauthorized’
Quanta Computer v. LG (2008)
· Does exhaustion apply to sale of components used to practice a method patent? 
· SCOTUS overrules Fed. Circuit; holds sale of components that substantially embody process patent exhausts patent
· Method at issue here is for effectively managing computer memory 
· Here, method is 5 (for ex) steps. Steps 1-4 is assembly by Intel, step 5 is insert into computer and running. Step 1-4 is done by intel, step 5 is done by quanta, the mfr. 
· SCOTUS: practicing steps 1-4 has substantially embodied the practice such that doing step 5 is trivial. Though quanta is technically infringer, its only because its inserting intel's work into the computer. 
· [image: Question] SCOTUS says quanata is NOT infringing because of 'exhaustion' 
· LGE and Intel enter cross-licensing agreement
· Agreement provides no license is granted to third-party to combine Intel products with non-Intel products
· Agreement states nothing limits effect of patent exhaustion
· Intel to provide notice to customers (such as Quanta) not to combine Intel product with non-Intel product
· Quanta purchases Intel chips, uses with non-Intel memory and buses; LGE sues Quanta for infringement of its process patent
· In Quanta, SCOTUS distinguishes General Talking Pictures
· Nothing in license agreement restricts Intel’s right to sell to purchases who intend to combine Intel components with non-Intel components
· Agreement permitted Intel to sell products free of LGE’s patent claims
Bowman v. Monsanto (2013)
· Patent exhaustion permits purchaser of patented article to use, resell
· Purchaser may not ‘make’ new articles
· Bowman buys ‘commodity soybeans’ from local grain elevator, uses these to product late-season crop
· Monsanto sues Bowman for infringement
· SCOTUS treats Bowman’s planting of seeds to constitute a ‘making’ covered by patent
Kirtsaeng v. John Wiley & Sons (2013)
· Procedural Posture: Respondent publisher sued petitioner student/importer claiming unauthorized importation and resale of its books in violation of 17 U.S.C.S. §§ 106(3), 602. The district court held 17 U.S.C.S. § 109(a)’s first sale doctrine did not apply to copies of American copyrighted works manufactured abroad, and a jury found willful infringement. The U.S. Court of Appeals for the Second Circuit affirmed. The importer's petition for certiorari was granted.
· Overview: The copies were, as authorized, manufactured abroad. When the importer moved from Thailand to the U.S. to study, he asked friends and family to buy foreign edition English-language textbooks in Thai book shops, where they sold at low prices, and mail them to him in the U.S. He then sold the books, reimbursed his family and friends, and kept the profit. The language of § 109(a) read literally favored a nongeographical interpretation, that “lawfully made under this title” meant made “in accordance with” or “in compliance with” the Copyright Act. Section 109(a) said nothing about geography. 17 U.S.C.S. § 104 said that works “subject to protection under this title” included unpublished works “without regard to the nationality or domicile of the author,” and works “first published” in any nation that had signed a copyright treaty with the U.S. Copyright-related consequences, along with language, context, and interpretive canons argued strongly against a geographical interpretation of § 109(a). History reiterated the importance of the “first sale” doctrine. The “first sale” doctrine applied to copies of a copyrighted work lawfully made abroad.
· Outcome: The Second Circuit's judgment finding that the first sale doctrine did not apply was reversed, and the case was remanded for further proceedings. 6-3 Decision; 1 opinion; 1 concurrence; 1 dissent.
· Section 106(3) – distribution right
· Exclusive right of copyright holder to distribute copyrighted work
· Includes the sale right 
· Includes Section 602(a)(1) importation right
· cant import into US copies of a work acquired outside of US without authority of copyright holders
· US Copyright holder can stop importation of copies of copyrighted work from abroad into US
· Subject to (inter alia) Section 109
· Statutory enactment in copyright of the first sale doctrine 
· Operates as a limitation on the distribution right of copyright holder to control sale of goods 
· If you own a copy of a copyrighted book, you can sell that copy without the authority of the copyright holder
· Meaning of “lawfully made under this title” as used in Section 109
· Wiley argues that this term has a geographic sense … that it means lawfully made under this title in the US
· SCOTUS disagrees---no, not a geographic sense 
· 602 and 109 conflict
· Kirtsaeng holds that 109 trumps
· Facts: Kirtsaeng is owner of copies of textbooks purchased abroad in Thailand, wants to sell in US. 
· SCOTUS favors Kirtsaeng’s reading
· Consistent with other uses of term in copyright act
· Foreign-made pirated copies subject to act
· Unpublished works enjoy U.S. copyright regardless of nationality, origin
· Expectations of libraries, used book dealers, etc.'
· NOTE: on patent side, its clear that a foreign sale does not exhaust right to exclude importation into US 
· There is no international exhaustion, just domestic exhaustion 
Ginsberg Dissent
· Majority places United States in “international exhaustion” camp
· Inconsistent with U.S. negotiating position
· Congress intended in enacting §602(a)(1) to provide copyright holders with right to price discriminate
· “Horribles” are not so horrible
· There are accommodating doctrines
Lexmark v. Impression Products (Fed.Cir. 2016)
· Lexmark makes printers, has their compatible cartridges. 
· 2 prices -- do whatever you want, higher prices, single-use [you cant sell to anybody else], lower price]
·  impression buys empty cartridges from single-use buyers, refills, and sends back into US
· Upholds Jazz Photo (no international exhaustion of patent) notwithstanding Kirtsaeng
· Upholds Mallinckrodt (post-sale restrictions are valid) notwithstanding Quanta
· Fed Cir. Says this is not like copyright, not like Kirtsaeng. This is patent law and patent law is not affected by Kirsaeng
· There is no international exhaustion of patent rights 
· But, if lexmark cartridge was sold within US, then there potentially is exhaustion 
· Generally, post-sale restrictions are valid 
Vernor v. Autodesk (9th Cir. 2010)
· Vernor ‘purchases’ Autodesk software from Autodesk’s ‘licensees’ (like finds a copy at a garage sale, buys it), resells on eBay for huge profit
· Autodesk files DMCA take-down notice (wants eBay to take its product down from its site)
· Vernor files DMCA counter-notice, completes sale
· His justification was the first sale doctrine
· Vernor seeks declaration that sales do not infringe
· 9th Circuit holds that since Autodesk licenses, not sells its software – first-sale doctrine unavailable
· Since not a sale, just a license, doesn’t trigger exhaustion…no right to resell the Autodesk software 
Autodesk’s Software Licensing Agreement (SLA) (what their licensing agreement said)
· Autodesk retains title
· Courts: they must retain title because they stated they retain title 
· Agreement states nonexclusive, nontransferable license
· Agreement imposes transfer restrictions
· Agreement imposes ‘significant’ use restrictions
· Noncompliance terminates license
· -->* note: if this were a sale, and not a license, none of these terms in the agreement would be enforceable 
License v. Sale
· Considerations favoring license
· Permits tiered pricing
· Increases software ‘sales’
· Lowers prices due to scale
· Reduces piracy
· Considerations favoring sale
· Law’s aversion to restraints on alienation
· Forces tracing of chain of title
· Ignores economic reality [payment of full price]
· Destroys secondary market
· Interferes with libraries, etc.
· [image: Book to read] General Talking Pictures v. Quanta 
· FACT(S):
· ISSUE:
· HOLDING:
· RULE(S):
· [image: Book to read] Bowman v. Monsanto
· FACT(S):
· ISSUE:
· HOLDING:
· RULE(S):
· [image: Book to read] Kirtsaeng
· FACT(S):
· ISSUE:
· HOLDING:
· RULE(S):
· [image: Book to read] Vernor v. Autodesk 
· FACT(S):
· ISSUE:
· HOLDING:
· RULE(S):
Unit 7 - Design
· Design Change; Copyright of PGS Works
· [image: Book to read] Allied Orthopedic
· OVERVIEW: Plaintiffs alleged that they overpaid for the pulse oximetry sensors because defendant used two kinds of marketing agreements to foreclose competition from generic sensor manufacturers. Plaintiffs also alleged that by introducing a patented pulse oximetry system that was incompatible with generic sensors, defendant unlawfully maintained its monopoly over the sensor market. The instant court found that plaintiffs did not present evidence that defendant's market-share and sole-source contracts foreclosed competition in a substantial share of the market for pulse oximetry sensors. Vendors of generic sensors remained able to compete for defendant's customers by offering their products at better prices. The agreements therefore did not constitute unreasonable restraints on trade under § 1. Next, the instant court found that plaintiffs presented no evidence to refute that the patented sensor design facilitated the introduction of new types of sensors with added capabilities at less cost to consumers. Finally, the instant court found that plaintiffs provided no evidence that defendant used its monopoly power to force consumers of pulse oximetry products to adopt its new technology.
· FACT(S): A group of hospitals and other health care providers that bought pulse oximetry sensors used to detect a patient's pulse and blood oxygenation from Tyco Healthcare claim Tyco improperly restricted competition from generics manufacturers in violation of antitrust laws, causing them to overpay for the sensors. 
· HOLDING: summary judgment for defendant is affirmed where: 1) there was no evidence that defendant foreclosed competition in a substantial share of the sensor market; and 2) the undisputed evidence showed that defendant's patented sensor design was an improvement over the previous design.  
· RULE(S): 
· A design change that improves a product by providing a new benefit to consumers does not violate § 2 of the Sherman Act absent some associated anticompetitive conduct.  
· Introduction of a new and improved product design could constitute a violation of § 2 of the Sherman Act where some associated conduct supplies the violation.
· Product improvement by itself does not violate § 2 of the Sherman Act, even if it is performed by a monopolist and harms competitors as a result. There is no violation of § 2 of the Sherman Act unless plaintiff proves that some conduct of the monopolist associated with its introduction of a new and improved product design constitutes an anticompetitive abuse or leverage of monopoly power, or a predatory or exclusionary means of attempting to monopolize the relevant market. There is no room in this analysis for balancing the benefits or worth of a product improvement against its anticompetitive effects. If a monopolist's design change is an improvement, it is necessarily tolerated by the antitrust laws, unless the monopolist abuses or leverages its monopoly power in some other way when introducing the product. To hold otherwise would be contrary to the very purpose of the antitrust laws, which is, after all, to foster and ensure competition on the merits. Antitrust scholars have long recognized the undesirability of having courts oversee product design, and any dampening of technological innovation would be at cross-purposes with antitrust law. 
· A monopolist's discontinuation of its old technology may violate § 2 of the Sherman Act if it effectively forces consumers to adopt its new technology.
· NOTES:
· Upholds SJ dismissal of §2 Sherman Act claim against Tyco for introducing patented OxiMax system that is incompatible with generic sensors
· Tyco was early entrant – possesses large installed base of monitors
. Had monopoly in the monitors
· Patent expired on Tyco’s sensors
. This is where the competition is--the sensors 
· OxiMax design is an improvement, requires use of patented OxiMax sensors
. Sensors from outside company no longer operate with this new monitor
· Installed base of monitors still work
. But, new sensors still work on old monitors too
· “Innovation does not violate the antitrust laws on its own”
· No liability for violating sherman act in this case 
· Courts very reluctant to find liability for design change out of fear of squelching innovation 
· [image: Important] There was enough potential innovation here that justified the design change to not violate sherman act
· The fact that Tyco got a patent on the 2nd gen sensors was enough of a showing to court that these were design changes that improved product
· Design changes
· Changes in product design may violate Sherman Act §2
· Microsoft violated §2 by integrating Internet Explorer into Windows 98 OS (having no procompetitive justification)
· [image: Important] Design changes that improve product (benefit to consumers) does not violate §2 even if performed by monopolist, harm competition
· Design improvements are “necessarily tolerated”
· Benefit to consumers
· Issuance of patent “some evidence” that change is an improvement
· Reverse compatibility (not rendering preinstalled base of monitors obsolete) maintained customer value
· Flexible transition
· Discontinuation of old technology may violate §2 if it forces adoption of new technology
· Copyright - Useful article doctrine
· Applies to ‘pictorial, graphic, and sculptural [PGS] works’ (i.e. useful article doctrine does not apply to software, a kind of literary work)
· see definition of PGS works in §101 for scope of exclusion for ‘design[s] of useful articles’ 
· For a useful article to enjoy copyright, its PGS features must be “identified separately from, and are capable of existing independently of, the utilitarian aspects of the article”
· House Report refers to physical or conceptual separability
· [image: Book to read] Brandir v. Cascade
· OVERVIEW: Appellant's case involved sculptures that were modified into bicycle racks. The court affirmed the decision that the rack was not copyrightable. The final form was a product of industrial design, and it was not minimalist sculpture. The court applied the Denicola test to determine if the rack was copyrightable and concluded that the form of the rack was influenced by utilitarian concerns and that any aesthetic elements were not conceptually separable from the utilitarian elements. The court reversed and remanded the district court's decisions on appellants trademark and unfair competition claims pursuant to the Lanham Act, 15 U.S.C.S. § 1125(a), and the New York State unfair competition laws. The test of functionality was whether the feature in question was dictated by functions to be performed. A design may have performed a function, but it may not have made it essential to the performance of that function. The design of a product may have functioned as its packaging or protectable trade dress.
· FACT(S): Brandir (plaintiff) says he created the Ribbon Rack bicycle rack first as a sculpture that was created as a means of personal expression, never sold or displayed. Also says he created a wire bike sculpture and didn’t give any thought to utilitarian application of the two until they accidentally became juxtaposed, gave bike rack serious thought when friend pushed him to think about pursuing it. Starts selling in '79, competitor starts selling in '82. Brandir places copyright notice on products, applies for copyright. Copyright is refused, and two appeals to that refusal are denied. Why refused/denied? Said that RR didn’t contain any element that was capable of independent existence as a copyrightable pictorial, graphic, or sculptural work apart from the shape of the useful article. 
· ISSUE: Is the Ribbon Rack copyrightable? 
· HOLDING: No, the ribbon rack is not copyrightable because the rack is influenced in significant measure by utilitarian concerns. Any aesthetic elements cannot be said to be separable from the utilitarian elements 
· RULE(S): Statutory definition of pictorial, graphic, and sculptural works states that the design of a useful article shall be considered a pictorial, graphic, or sculptural work only if, and only to the extent that, such design incorporates pictorial, graphic, or sculptural features that can be identified separately from, and are capable of existing independently of the utilitarian aspects of the article 
· Aka: if design is utilitarian in purpose, not copyrightable 
· This separability can be either physical or conceptual 
· If design elements reflect a merger of aesthetic and functional considerations, the artistic aspects of a work cant be said to be conceptually separable from the utilitarian elements. Conversely, where design elements can be identified as reflecting the designers artistic judgment exercised independently of functional influences, conceptual separability exists. 
· NOTES:
· Physical separability
· Expressive element can stand alone without impairing utility of article
. Ex.) dolphin lamp: the lamp is the utility, the dolphin is the design. These are physically separable. Copyright only attaches to the dolphin
· Conceptual separability - alive and well” in Second Circuit
· Judge Newman’s ‘temporal separability’ test [in Carol Barnhart (2d.Cir. 1985)]
. Article stimulate a concept that is separable from the concept evoked by its utilitarian function
· Brandir majority’s ‘Denicola test’
· Judge Winter’s Brandir dissent test
· There is no conceptual separability here
· What is the test?
· [image: Important] To state the Denicola test in the language of conceptual separability, if design elements reflect a merger of aesthetic and functional considerations, the artistic aspects of a work cannot be said to be conceptually separable from the utilitarian elements. Conversely, where design elements can be identified as reflecting the designer's artistic judgment exercised independently of functional influences, conceptual separability exists.
· Conceptual separability in Brandir
· If design reflects merger of aesthetic and functional ‘considerations’ (?), no conceptual separability
· If design elements reflect exercise of artistic judgment independent of functional influences, separability exists
. Emphasizes influence of utilitarian concerns in design process
. Administrable (?) – work gives ‘mute testimony’ of its origins
· Second Circuit finds form of RIBBON Rack influenced by utilitarian concerns
. “essentially a product of industrial design”
. Even if considered ‘minimalist art,’ ultimate design “as much the result of utilitarian pressures as aesthetic choices”
. Second Circuit finds no artistic element separate from utilitarian aspects
· Trademark Functionality; Design Patents
· Secondary meaning as basis for trademark
· Shorthand for a public association with a single source notwithstanding a mark’s inherent lack of distinctiveness (e.g. descriptive marks, geographical marks, personal names)
· Without distinctiveness there cannot be consumer confusion
· Needs to trigger recognition in consumers mind to work 
· “The primary significance of the term in the minds of the public is not the product but the producer”
· “[H]igh degree of proof is necessary to establish secondary meaning
· If mark adopts secondary meaning, then holder can exercise authority 
· Ex.) create restaurant, call it CA pizza kitchen. After 5 years, w/ advertising, customers start acquiring identification between CPK mark and CPK…at that point you can get a trademark 
· McDonalds has no value as a trademark on day 1….only can get it with time
· Functionality in product design
· §43(a)(3) [15 USC §1125(a)(3)] provides
· “the person who asserts trade dress protection has the burden of proving that the matter sought to be protected is not functional”
· Burden to disprove functionality greater in case of expired patent
· Functionality applies to limit protection even when distinctiveness is established (through acquisition of secondary meaning)
· Effect of asserted acquisition of secondary meaning during term of patent
· Trade dress = packaging and product design 
· It is well established that trade dress can be protected under federal law. The design or packaging of a product may acquire a distinctiveness which serves to identify the product with its manufacturer or source; and a design or package which acquires this secondary meaning, assuming other requisites are met, is a trade dress which may not be used in a manner likely to cause confusion as to the origin, sponsorship, or approval of the goods. In these respects protection for trade dress exists to promote competition.
· [image: Book to read] TrafFix
· OVERVIEW: Upon expiration of respondent's patents for a dual-spring mechanism to permit signs to withstand strong winds, petitioner copied the design and marketed its own sign stands. Respondent alleged that its mechanism acquired secondary meaning such that consumers associated the look of the dual-spring design with respondent, and that petitioner thus infringed respondent's trade dress. The United States Supreme Court held that any acquired secondary meaning was irrelevant, since trade dress protection was precluded by respondent's failure to sustain its burden of demonstrating that its design was not functional. Both the disclosure of the dual-spring design in the claims of the expired patents and respondent's prior patent infringement litigation indicated that the design provided a unique and useful mechanism to resist the force of the wind. Respondent's trade dress claim was thus precluded, since trade dress protection only extended to product features which were not functional.
· FACT(S): Marketing Displays, Inc. (MDI) held utility patents for a "dual-spring design" mechanism that keeps temporary road and other outdoor signs upright in wind. After the patents expired, TrafFix Devices, Inc. began marketing sign stands with a dual-spring mechanism copied from MDI's design. MDI brought suit under the Trademark Act of 1964 for, among other things, trade dress infringement. MDA claimed that its sign stands were recognizable to buyers and users because the patented design was visible. In granting summary judgement for TrafFix, the District Court concluded that MDI had not established a "secondary meaning," or that consumers did not associate the look of the dual-spring design with MDI. The court also found that there could be no trade dress protection for the design because it was functional. In reversing, the Court of Appeals suggested that the District Court committed legal error by looking only to the dual-spring design when evaluating MDI's trade dress because a competitor had to find some way to hide the design or otherwise set it apart from MDI's and noted the issue whether an expired utility patent forecloses the possibility of trade dress protection in the product's design.
· ISSUE: Is Marketing Displays, Inc.'s trade dress infringement claim precluded because its dual-spring design is a functional feature for which there is no trade dress protection?
· HOLDING: Yes. In a unanimous opinion delivered by Justice Anthony M. Kennedy, the Court held that because MDI's dual-spring design is a functional feature for which there is no trade dress protection, MDI's claim is barred. "A utility patent is strong evidence that the features therein claimed are functional, " wrote Justice Kennedy. Focusing on the dual-spring design, Justice Kennedy continued that "[w]here the expired patent claimed the features in question, one who seeks to establish trade dress protection must carry the heavy burden of showing that the feature is not functional, for instance by showing that it is merely an ornamental, incidental, or arbitrary aspect of the device." "MDI did not, and cannot, carry the burden," concluded the Court.
· RULE(S): Trade dress protection may not be claimed for product features that are functional. 
·  A utility patent is strong evidence that the features therein claimed are functional. If trade dress protection is sought for those features the strong evidence of functionality based on the previous patent adds great weight to the statutory presumption that features are deemed functional until proved otherwise by the party seeking trade dress protection. Where the expired patent claimed the features in question, one who seeks to establish trade dress protection must carry the heavy burden of showing that the feature is not functional, for instance by showing that it is merely an ornamental, incidental, or arbitrary aspect of the device.
· In general terms, a product feature is functional, and cannot serve as a trademark, if it is essential to the use or purpose of the article or if it affects the cost or quality of the article. A functional feature is one the exclusive use of which would put competitors at a significant non-reputation-related disadvantage.
· For purposes of precluding trade dress protection, a feature is functional when it is essential to the use or purpose of the device or when it affects the cost or quality of the device
· NOTES: 
· MDI enjoyed patents [3,646,696 & 3,662,482] on its “spaced apart” dual-spring design
· MDI asserts  design acquired ‘secondary meaning’ acquired period of patent exclusivity
· They had patent monopoly, created association between the product design and their company 
· Can this create a trademark?
· TrafFix product design would have infringed MDI’s expired patents under ‘doctrine of equivalents’ (i.e. even though TrafFix’s springs were close together and so outside MDI’s patent claims)
· Existence of expired patent strong evidence of functionality of feature
· Determined it should NOT be given trademark protection 
· Design Patents
· 35 U.S. Code § 171
· Whoever invents any new, original and ornamental design for an article of manufacture may obtain a patent therefor, subject to the conditions and requirements of this title.
· The provisions of this title relating to patents for inventions shall apply to patents for designs, except as otherwise provided.
· 35 U.S. Code § 173
· Patents for designs shall be granted for the term of fourteen years from the date of grant
· Vs. 20 yrs of utility patents
· Definition of Design
· PTO Guide for Filing Design Patents
· A design consists of the visual ornamental characteristics embodied in, or applied to, an article of manufacture. Since a design is manifested in appearance, it may relate to the configuration or shape of an article or to the surface ornamentation applied to an article. A design for surface ornamentation is inseparable from the article to which it is applied and cannot exist alone.
· If a design is dictated by its functionality, it lacks ornamentality; and not eligible for design patent
· -->it’s the design of a thing, and the look of the thing is subject to the design patent
· The way a thing works = utility patent
· The way a thing looks = design patent 
· It has to be the design of a thing, not just a design on its own. A design on its own goes to © or TM
· Design patent has to be attached to an article of manufacture, even if the article of manufacture isnt patentable 
· Your patent application has to include the thing for which design you're trying to seek protection 
· Utility vs. Design Patent
· A “utility patent” protects the way an article is used and works, 
· A "design patent" protects the way an article looks. 
· Both design and utility patents may be obtained on an article if invention resides both in its utility and ornamental appearance. 
· If you have a new thing, and a new look, can get both a design and utility patent 
· The utility and ornamentality of an article are not easily separable. Articles of manufacture may possess both functional and ornamental characteristics.
· Drawings
· 37 CFR 1.152 Design drawings
· 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.
· The functional device does not itself need to be patentable
· But this design patent will not apply to articles of manufacture other than chairs 
· [image: Book to read] Apple v. Samsung
· OVERVIEW, Apple I: The patents pertained to smartphones and tablet computers. While the appeal presented substantial issues of law and fact, the decision whether to issue a preliminary injunction was one that was committed to the discretion of the district court, which made the patent owner's task in overturning that decision a difficult one. As to three of the four patents at issue in this appeal, the court concluded that the patent owner had not satisfied its burden of demonstrating an abuse of discretion, and it therefore affirmed the denial of preliminary injunctive relief. As to the fourth patent, the court concluded that the district court committed legal error in one important respect. Specifically, in the absence of a qualifying primary reference, the district court erred in concluding that there was likely to be a substantial question as to the validity of the D'889 patent. Because the district court had not yet weighed the balance of hardships to the parties and the public interest factors, the court did not have a sufficient basis for concluding that the failure to enter an injunction was an abuse of discretion. Thus, the court vacated that portion of the order.
· OVERVIEW, Apple II: HOLDINGS: [1]-The record did not support the district court's judgment confirming a jury's verdict awarding damages under 15 U.S.C.S. § 1125 to a California corporation that sold smartphones, based on the jury's finding that a Korean corporation and its U.S. affiliates ("competitors") committed trade dress infringement by manufacturing and selling smartphones that competed with the California corporation's smartphones; [2]-The evidence was sufficient to uphold the district court's judgment confirming the jury's verdict that the competitors infringed utility patents and design patents the California corporation held on its smartphones, and awarding the California corporation reasonable royalties because the competitors infringed the utility patents and all profits the competitors earned on smartphones they sold that infringed the California corporation's design patents.
· RULE(S): Apple II--> A design patent is infringed if an ordinary observer would have been deceived: if, in the eye of an ordinary observer, giving such attention as a purchaser usually gives, two designs are substantially the same, if the resemblance is such as to deceive such an observer, inducing him to purchase one supposing it to be the other, the first one patented is infringed by the other. Moreover, an infringement analysis must include a comparison of the asserted design against the prior art: if an accused design has copied a particular feature of a claimed design that departs conspicuously from the prior art, the accused design is naturally more likely to be regarded as deceptively similar to the claimed design, and thus infringing. 
· NOTES:
· Apple v. Samsung I (2012)
· Elements of the 087/677 claim
. rectangular smartphone with rounded corners
. bezel on side surrounding the perimeter
2. They're only claiming the bezel and the appearance of the black glass (polished black face) not the rest of the phone (probably because the other parts --the screen, the back--are not novel or are obvious)
· Was the ‘889 design “obvious”?
. This was another design part of the suit--re: ipad v. samsung galaxy tablet
1. Going to see if apples patent reads on the samsung device 
1. Compare the visual appearance of a patented design and the accused device 
1. Once patent is allowed, It is carried with a presumption of validity 
3. Samsung wants to say
· I didn’t infringe
· But if I didn’t, its an invalid patent in the first place 
. Was the ‘889 design “obvious” to designer of ordinary skill in the art as compared to the prior art
2. This is like the phosita test for regular patent 
. Compare with Fidler Tablet (this is the prior art)
. What is obvious?
4. Asking whether it has the same visual appearance
· Apple/Fidler differences
. asymmetrical edges
. picture frame effect
. no thin bezel
. protrusions on edge
. not smooth
· Primary and Secondary References
. a secondary reference can modify the primary only if it so related that its ornamental features suggests application of those features to the primary
. In determining obviousness in utility patents, can pick and choose different aspects from different kinds of prior art, can take different elements from different products
2. You CANT do this in design patents. Need to choose primary and secondary, and only secondary if its very closely related 
· Levels of abstraction in design patents
. Focus on distinctive “visual appearance”
1. not the general concept of the device
. Visual impression must be same (or obvious)
. remember – obviousness determined by ordinary “designer,” not ordinary “observer”
3. The consumers viewpoint doesn’t matter in determining obviousness…it’s the designer 
. High Point Designs v. Buyers Direct (CAFC Sept. 11, 2013) 
· Apple v. Samsung II (2015)
· Functional Elements in Design Patents
. claim construction
1. if a structural element is claimed,
1. exclude the function; keep the ornamental aspect
1. Ex.) if there's a no-slip grip to your iphone, that’s functional, cant be part of your claim construction. But, can protect how it looks because of its no-slip grip 
3. Cant exclude appearance simply because part of the structure, just exclude the functional aspect
· Infringement
· [image: Question] gen’l rule: if claims “read on” accused device
· design patent claims
. if, in the eye of an ordinary observer, 
. two designs are substantially the same, 
. such as to deceive such an observer, inducing him to purchase one supposing it to be the other
3. proof of actual deception is not required
· must subtract features found in prior art
. those are not patentable parts of the claim
· [image: Important] assume role of “ordinary observer” for infringement
· [image: Important] contrast role of “ordinary designer” for obviousness
· Damages – 35 U.S.C. § 289
· “Whoever [infringes a design patent] shall be liable to the owner to the extent of his total profit, but not less than $250 ...”
· Apportionment?
· should damages be based only on infringing elements or on the entire device?
· CAFC says no apportionment
. uphold jury award of $547 million to Apple 
· Supreme Court grants cert. on this issue (on the apportionment of damages)
· Apple v. Samsung III
· Post-Grant Review of D'677 Patent
· Can go back to PTO and ask them to reconsider the grant of patent 
· Filed anonymously (probably by Samsung)
· Apple’s application loses priority date (from their provisional filing)
. some claims not disclosed by earlier, provisional filing
. As a result, new subject matter does not get priority date
· between dates -> intervening prior art
· rendering some claims in D’677 obvious
. those claims canceled by USPTO
1. Note: not all the claims, just some
· making S.Ct. review even more important
Unit 8 - University Research and Government Contracts 
· Bayh - Dole
· Government-Funded Research
· University Research
· Major engine of basic (fundamental) science
· Most research faculty operate on soft funding
· Most funding comes from federal gov’t
· Med/Bio: NIH, NCI, CDC, DoD
· Physics/Electronics: DoD, DoE, NSF
· Ownership of Gov’t-Funded Inventions 
· Before Bayh-Dole: gov’t owned IP by default
· “what gov’t (and public) pays for, it should own.”
· Patent rights / Data rights
· Institutional Patent Agreements (IPAs)
· Modified the default rule, on case-by-case basis
· Institution could retain IP rights
· Exception: “march-in” rights - 35 U.S.C. § 203
· (a) With respect to any invention ... the Federal agency under whose funding agreement the subject invention was made shall have the right ... to require the [owner] to grant a ... license in any field of use ... if the Federal agency determines —
. (1) [the owner] has not taken ... effective steps to achieve practical application of the subject invention;
. (2) action is necessary to alleviate health or safety needs;
. (3) action is necessary to meet requirements for public use; or
. (4) [the owner] is in breach of its agreements …
4. ---->1-4: these are compulsory licenses
· Bayh-Dole Act
· In 1980, Congress passed the Bayh-Dole Act to promote the utilization of inventions arising from federally supported research, promote collaboration between commercial concerns and nonprofit organizations, and ensure that the Government obtains sufficient rights in federally supported inventions. 35 U.S.C.S. § 200. To achieve these aims, the Act allocates rights in federally funded "subject inventions" between the Federal Government and federal contractors (any person, small business firm, or nonprofit organization that is a party to a funding agreement). 35 U.S.C.S. § 201(e), (c), 202(a). The Act defines "subject invention" as any invention of the contractor conceived or first actually reduced to practice in the performance of work under a funding agreement. 
· The Bayh-Dole Act provides that Federal Government contractors may elect to retain title to any subject invention. 35 U.S.C.S. § 202(a). To be able to retain title, a contractor must fulfill a number of obligations imposed by the statute. The contractor must disclose each subject invention to the relevant Federal agency within a reasonable time; it must make a written election within two years after disclosure stating that the contractor opts to retain title to the invention; and the contractor must file a patent application prior to any statutory bar date. 35 U.S.C.S. § 202(c)(1)-(3). The Federal Government may receive title to a subject invention if a contractor fails to comply with any of these obligations. 
· The Government has several rights in federally funded subject inventions under the Bayh-Dole Act. The agency that granted the federal funds receives from the contractor a nonexclusive, nontransferrable, irrevocable, paid-up license to practice the subject invention. 35 U.S.C.S. § 202(c)(4). The agency also possesses "march-in rights," which permit the agency to grant a license to a responsible third party under certain circumstances, such as when the contractor fails to take effective steps to achieve practical application of the invention. 35 U.S.C.S. § 203. The Act further provides that when the contractor does not elect to retain title to a subject invention, the Government may consider and after consultation with the contractor grant requests for retention of rights by the inventor.
· 35 U.S.C. § 200-212 
· University & Small Business Patent Procedure Act
· 37 C.F.R. § 401;  Executive Order 12591 (1987)
· Underlying Assumptions
· Innovation is key component of economic growth
· Universities are centers for IP creation
· IP best promoted/practiced in private sector
· Gov’t does not adequately exploit the inventions it acquires through funded research
· incentivize out-licensing by research institutions
· Disclosure and Ownership under Bayh-Dole
· Fund recipient (university) must disclose inventions to funding agency
· first, inventor must disclose to university
· usually included in employment contract
· Election re. ownership
· University must make election on whether they want to keep title to invention 
· recipient may elect to retain title to invention
· in which case, it must file patent application
. So, this is expensive
· if not, gov’t may keep or assign rights to inventor
· University Ownership
· must practice patented invention or outlicense
· if not, “march-in” rights
· Outlicense by University
· Preference for US Industry
· Must be “substantially” manufactured in U.S. 
· Unless not commercially feasible
· Preference for small firms
· less than 500 employees
· License to practice on behalf of US
· Non-exclusive, non-transferable, irrevocable, paid-up
· e.g., produce pharmaceuticals for the military
· Compulsory Licensing
· [image: Book to read] Stanford v. Roche
· OVERVIEW: The Bayh-Dole Act did not displace the norm that rights in an invention belonged to the inventor. It did not automatically vest title to federally funded inventions in federal contractors. In 35 U.S.C.S. § 202(a), the Act provided that contractors could "elect to retain title to any subject invention." 35 U.S.C.S. § 201(e) defined "subject invention" as any invention of the contractor conceived or first actually reduced to practice in the performance of work under a funding agreement. Construing "invention of the contractor" to those owned by or belonging to the contractor made the phrase meaningful. And "invention owned by the contractor" or "invention belonging to the contractor" were natural readings of the phrase "invention of the contractor." The use of the word "of" denoted ownership. An "invention of the contractor" did not automatically include inventions made by the contractor's employees. 35 U.S.C.S. § 202(a), stating that contractors could "elect to retain title" confirmed that the Act did not vest title. Only when an invention belonged to the contractor did the Act come into play. The RC's ownership in the patent was not automatically extinguished by the Act.
· FACT(S): This case involves a Stanford researcher (Mark Holodniy) who was under a prior contractual duty to assign invention rights to Stanford but who actually assigned rights to Cetus. When Stanford sued Roche (Cetus’ successor in interest) for patent infringement, Roche’s defense was that a co-owner could not be held liable for patent infringement. The Court of Appeals for the Federal Circuit agreed with Roche — holding that Holodniy’s duty to assign rights to Stanford did not block him from actually assigning rights to Cetus and that Roche therefore held rights in the invention.
· ISSUE: May an employee of a university receiving government funding assign the rights in an invention to a third party without the university’s consent, or does the university retain the rights to the invention under the Bayh-Dole Act?
· HOLDING: Yes, may assign without consent. In a 7-2 decision, the Supreme Court has ruled that a federally funded contractor does not necessarily own the patent rights to inventions resulting from funded projects. Here, the Board of Trustees of the Leland Stanford Junior University unsuccessfully argued that such rights automatically vest under the Bayh-Dole Act of 1980. The judges affirmed the common understanding of US Constitutional law that inventors originally own inventions they make, and contractual obligations to assign those rights to third parties are secondary.
· RULE(S):
· United States Supreme Court precedents confirm the general rule that rights in an invention belong to the inventor. It is equally well established that an inventor can assign his rights in an invention to a third party.
·  Unless there is an agreement to the contrary, an employer does not have rights in an invention which is the original conception of the employee alone. Such an invention remains the property of him who conceived it. In most circumstances, an inventor must expressly grant his rights in an invention to his employer if the employer is to obtain those rights. 
· Nowhere in the Bayh-Dole Act is title expressly vested in Federal Government contractors or anyone else; nowhere in the Act are inventors expressly deprived of their interest in federally funded inventions. Instead, the Act provides that contractors may elect to retain title to any subject invention. 35 U.S.C.S. § 202(a). A "subject invention" is defined as any invention of the contractor conceived or first actually reduced to practice in the performance of work under a funding agreement. 
·  The Bayh-Dole Act's provision stating that contractors may "elect to retain title" confirms that the Act does not vest title. 35 U.S.C.S. § 202(a). "Retain" means to hold or continue to hold in possession or use. One cannot retain something unless he already has it. The Bayh-Dole Act does not confer title to federally funded inventions on contractors or authorize contractors to unilaterally take title to those inventions; it simply assures contractors that they may keep title to whatever it is they already have. Such a provision makes sense in a statute specifying the respective rights and responsibilities of federal contractors and the Government. 
· The Bayh-Dole Act applies to subject inventions conceived or first actually reduced to practice in the performance of work funded in whole or in part by the Federal Government.
· NOTES:
· Invention History
· Stanford obtains NIH funding per Bayh-Dole
· In-licenses patented PCR technique from Cetus
· PCR: synthesize HIV RNA to measure levels in blood
· Stanford-Cetus Joint Research Agreement/MTA
· Cetus owns IP arising from Stanford’s use of PCR
· Holodniy agrees to assign inventions to Stanford
· Holodniy assigns right in discoveries to Cetus
· Roche acquires Cetus’ PCR assets (HIV kits)
· Stanford files for patents (claiming priority)
· Stanford offers to license patents to Roche
· Who owns the patent?
· ownership ordinarily a matter of state K law
· assignment is a matter of federal & state law
· Validity of an assignment – federal (patent) law
· Obligation to assign in future – state law
· Holodniy’s agreement with Stanford
· "I agree to assign .. that right, title and interest in . . . such inventions as required by” Bayh-Dole.
. 'once I come up with the invention, ill assign it to you'
· Not a present assignment – only a duty to do so in the future
· Who is owner of the patent?
· Holodniy’s agreement with Cetus: 
· Present assignment of Holodniy's future inventions 
· By operation of state K law, present title takes precedence over future title
· Cetus immediately gains equitable title
· no legal title until an invention (reduced to practice)
. This happens when the invention actually put to practice 
· “Equitable title converted to legal title no later than patent filing date (even though by Stanford)”
· Upon issue, Holodniy assigns patent to Stanford
· But Holodniy no longer had any rights to assign; already assigned to Cetus
· Thus, under contract law, Cetus owns patent
· Effect of Bayh-Dole on Patent Assignment
· Bayh-Dole determines Stanford’s patent rights
· But only after Stanford acquires such rights
· Stanford does not obtain title until assigned
. that’s why it requires invention assignment by employees
· Holodniy agreed to, but was unable to, assign
· Bayh-Dole does not supersede H’s K w Cetus
· It does not alter rights under the Patent Act
· B-D does not vest title by operation of law
· H’s assignment may have violated Bayh-Dole
· But that was not an issue on appeal (see Breyer)
· Bayh-Dole does not modify the patent act
· It’s the inventor, and the inventor can assign 
· Under patent law ownership principles, the ownership vests initially in Holidny and is transferred to Cetus
· Compulsory license under 28 U.S.C. §1498
· Species of eminent domain
· Where U.S. patented invention is used or manufactured by or for the United States without license
· Patent owner’s exclusive remedy is action in Claims Court for reasonable compensation
· Waiver of sovereign immunity and assumption of liability
· Authorized use or manufacture by a contractor under contract with the US shall be construed as use or manufacture for the United States
· Contractor enjoys immunity from infringement claims
· [image: Book to read] Zoltek
· OVERVIEW; Zoltek I: The assignee claimed that a contractor the Government hired to build the F-22 fighter aircraft committed patent infringement when it used products that were made using a patented process, and it sought damages from the Government under 28 U.S.C.S. § 1498(a). In a prior ruling, the U.S. Court of Appeals for the Federal Circuit held that direct infringement under 35 U.S.C.S. § 271 was a necessary predicate for Government liability under § 1498, and on remand, the assignee amended its complaint to state a claim against the contractor under § 271 and obtained permission to transfer the case to federal district court. Before the case was transferred, however, the Court of Federal Claims certified a question to the court of appeals. The court of appeals found that its earlier decision limiting the scope of 28 U.S.C.S. § 1498(a) to direct infringement under 35 U.S.C.S. § 271(a) was wrong, and it vacated that decision. The court's error significantly limited the protection § 1498(a)provided to U.S. Government contractors, and once that error was corrected there was no basis for allowing the assignee to amend its complaint or for transferring the case to federal district court.
· OVERVIEW; Zoltek II: The assignee claimed that a contractor the Government hired to build the F-22 fighter aircraft committed patent infringement when it used products that were made using a patented process, and it sought damages from the Government under 28 U.S.C.S. § 1498(a). In a prior ruling, the U.S. Court of Appeals for the Federal Circuit held that direct infringement under 35 U.S.C.S. § 271 was a necessary predicate for Government liability under § 1498, and on remand, the assignee amended its complaint to state a claim against the contractor under § 271 and obtained permission to transfer the case to federal district court. Before the case was transferred, however, the Court of Federal Claims certified a question to the court of appeals. The court of appeals found that its earlier decision limiting the scope of 28 U.S.C.S. § 1498(a) to direct infringement under35 U.S.C.S. § 271(a) was wrong, and it vacated that decision. The court's error significantly limited the protection § 1498(a) provided to U.S. Government contractors, and once that error was corrected there was no basis for allowing the assignee to amend its complaint or for transferring the case to federal district court.
· FACT(S): Zoltek is different from your typical infringement case in that it involves a patent claim brought against the Federal Government for a contractor's actions, and thus liability arises through a separate statutory scheme.  Zoltek is the assignee of a patent relating to methods of manufacturing carbon fiber sheets with controlled surface electrical resistivity.  Lockheed Martin designed and built F-22 fighter jets for the Federal Government; the F-22 contains carbon fiber sheets that allegedly were produced through the method claimed in Zoltek's patents. However, the process for making the sheets was begun in Japan, the partially completed product was imported into the United States, and the process was completed in the United States, which created a significant problem for Zoltek's infringement claim.
· NOTES:
· Zoltek I
· Stealth technology used in B2 and F-22 military aircraft
· Zoltek holds process patent [RE ‘162]
· Lockheed designed and built F-22 under government contract
· March 1996 – Zoltek sues U.S. government (not Lockheed) under 28 U.S.C. §1498(a) in Court of Federal Claims
· Fed. Circuit held no cause of action when any step of process is practiced outside United States
· Zoltek II
· On remand from Zoltek I, CFC (2009) grants Zoltek’s motions to
· amend complaint to name Lockheed as defendant
· transfer case to district court
· Fed. Circuit acts en banc to review (and reverse) its holding in Zoltek I
· Fed. Circuit finds cause of action against United States based an importation of good embodying process patent
· Hence Lockheed enjoys immunity
· Quanta Saves the Day
· Zoltek I – follows NTP v. RIM (Fed.Cir. 2005)
· Direct infringement under §271(a) must be established
· No §1498(a) remedy if not all steps of process patent have been practiced in United States [§1498(c)]
· Zoltek II (en banc)
· §1498(a) liability is not limited to §271(a) direct infringement 
· Patent holder should have access to compensation in the absence of import exclusion provided by §337(l)
· Quanta (2008) establishes method patents may be “embodied” in goods
. Fed. Circuit finds importation of goods embodying a process patent constitutes improper use of the patented invention
. The infringing act [importation] occurs in the United States
· Zoltek Updates
· March 2014 – on remand to CFC
· CFC bifurcates validity and infringement issues and denied discovery as to infringement due to national security concerns
· CFC invalidates Zoltek’s patent for obviousness, inadequate written description
· February 2016 (Zoltek III)
· Fed. Circuit reverses CFC’s invalidity finding, remands “for resolution of all remaining issues”
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Experimental use exception / drug patent provisions
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Sale of kit for assembly outside United States
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Import of product made outside United States by patented method
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