Innovation Outline 
 The Smartphone Wars – Use and Abuse of Patents in Smartphone Wars
Patent Law Fundamentals
· Constitutional foundation (Article 1) intended to “promote the progress of science and the useful arts, by securing for limited times to authors and inventors the exclusive right to their respective writings and discoveries 

· Quid Pro Quo

· Quid: In order to get a patent from USPTO, you have to disclose the invention and that disclosure becomes public

· Pro Quo: Inventor disclosing the aspects means they get exclusivity 

· **The cost to consumer is monopoly prices, but the benefit to the consumer is new tech and innovation 

· Limited Term: 20 years from date of application

· After 20 years, technology becomes public domain 

· EXCEPTION: pharmaceuticals 

· Patent Requirements

· 1) Novelty – What you invented is NEW

· 2) Utility – What you invented has to work and do what it claims to do 

· 3) Non Obviousness – What you invented has to be distinct from technology that existed before the invention 

· Patent Infringement Suits: When P sues D for alleged infringement based on a lawfully issued patent, P is putting patent up for judicial scrutiny, and D can argue that: 

· 1) Patent is Invalid – presumed to have a valid patent, but court can still conclude that patent issued by USPTO is invalid

· Not novel, useful, or non-obvious  

· 2) Admit validity ut deny that they were doing something covered by the patent – outside the meats and bounds 

· 3) Argue that you have a license or right to license 

Patents Involved in the Smartphone War 
· Utility Patents (Ordinary Ones): protects technological inventions 

· Powerful foreclosure effects

· Utilized for “defensive patenting” 

· Extremely numerous for viable smartphone application 

· Design Patents: protects original ornamental (non-functional designs) 

· Minimal exclusive effect 

· Can be designed around 

· Standard Essential Patents (SEPs): utility patents selected by Standard Setting Organizations (SSOs) and incorporated into technical standard 

· Necessary to practice standard

· FRAND undertaking creates duty to license on FRAND terms 

§1 Sherman Act: Anti-Trust 
· Sherman Act §1 declares illegal “every contract, combination in the form of trust or otherwise, or conspiracy, in the restraint of trade” 

· This case shows that: 

· Plaintiff must demonstrate interference of conspiracy is reasonable 

· Common dislike by some Ds is not the same as an explicit understanding to conspire 

· Existence of independent financial motives for removal (avoidance of royalty fees) might be independent reason) 

· There are procompetitive benefits of standard setting 

Golden Bridge v. Motorola
**This case demonstrates bonafide standard setting 
· Facts: GB alleges a conspiracy by the SSO to remove their tech from the standard

· Issue for this case: Is the removal of a patent from a standard maintained by an SSO actionable as a conspiracy in restraint of trade under §1?
· Holding: 

· Sherman Act claim dismissed, common dislike of a certain tech compared to others is not conspiracy, it is merely circumstantial 

· Information exchange is important part of standard setting and doesn’t establish conspiracy

· SSO’s must inherently exclude some products and technologies

· Not a properly plead complaint – D filed motion for SJ without alleging a COA 

· Said it was anti-trust

Antitrust: when companies conspire together to manipulate the market 
· Antitrust is not allowed 

· Promote competition and prevent monopolies – goal of antitrust 

· Antitrust benefits the consumer 

Apple v. Motorola (Trial Court, Posner) 
· Facts: Apple needs to practice Motorola’s SEP for the IPhone to work, Motorola has the right to license on a FRAND royalty and believe that it very high, Apple says it is not FRAND and practices Motorola’s patents anyways arguing what Motorola is asking is not FRAND

· Issue: What should be the remedy when we have SEP? 
· Holding: 

· Posner says when there is a SEP, the presumption should be no injunction, but yes to damages – can’t get an injunction if damages would suffice because in the SEP context, the patent holder is already licensing patent for money so monetary damages would be appropriate 

· If a party is willing to license for FRAND royalties, damages will suffice

· Motorola showed they were already fine to give up their patent for money – damages can be rewarded and damages are what the FRAND IS 

· Court decides what the FRAND is 

· Issuing an injunction would hurt consumers because it would take the Iphone off the market 

· Proper way to compute FRAND royalty: Royalty if not a SEP 

· Determine licensing cost for patent immediately prior to adoption of standard 

· Confine royalty demand to patent value as distinct from value due to adoption as standard 

· Refusal to negotiate license does not justify injunction, but court has the power to increase damages to address bad-faith negotiations 

Apple v. Motorola (Federal Appeal) 
· Agree with Posner in the result, but disagree that categorically an injunction should never be obtained for an alleged infringement of a SEP subject to FRAND

· Prior to eBay, Fed Cir said: if patent, always injunction

· Posner did 180 and said: if SEP/FRAND, never injunction

· NO BRIGHT LINE RULE 

· Injunction available where infringer has rejected offer of license on FRAND terms and injunction is available where infringer unreasonably delays negotiations 

SCOTUS implemented Ebay analysis **framework governs availability of injunctions, firmly rejects the idea that injunctions are never available 
· 1) Irreparable injury (harm to P)

· 2) Inadequacy of legal remedies 

· 3) Balance of hardships – Would the hardship of injunction on D outweigh the hardship on P without an injunction?

· 4) Public Interests – Award or refusal is in the public interest 

Samsung v. Apple
**Original opinion finds infringement and grants relief by upholding damages, design patent statute §289 specifies that to profits attributable to sales of that product (article of manufacture) – dispute comes down to if it is just the phone, or the offending part, holding tells us it is just the offending part
· Facts: Samsung claims Apple’s design patent is barred by prior art

· Issue: Was $1B properly awarded? 
· Holding: Where a design patent is applied only to a component, damages should be limited to the profits attributable to that component 

· While §289 says infringer is entitled to all profits, profits that are relevant are not those of the device sold, but the profits contributable to a specific component (phone case) which reduces the amount of what Samsung owes Apple 

35 USC §289: Provides for liability of an infringer of a design patent “to the extent of his profits”
· Encompasses both consumer product and a component of that product 

· Whether component is sold separately does not matter 

Huawei v. Samsung
**Anti-suit injunctions 
· Facts: Huawei simultaneously filed infringement suits against Samsung in the US and China, Samsung counterclaimed and attacked the validity of certain Huawei patents. Both Huawei and Samsung were participants in 3G and 4G/LTE standards under ETSI, both and made ETSI and FRAND undertakings. 

·  Anti-suit injunction is where you ask the judge to prohibit one of the parties from a parallel litigation, H won injunction in China that gives it under Chinese law the right to stop Samsung from selling phones, but now US judge says to H that they are ordering them to not enforce an injunction lawfully granted by a Chinese judge

· Takeaway: Global questions are not necessarily resolved by US courts applying US laws exclusively. 

· When we look at things like telecommunications standards, not US standards, the actual standard setting entity that sponsors those are European Telecommunications Standards Institute

· FRAND is not restricted to US patents – a licenser who wishes to practice patent in technology can do so in any place that those patents are in effect

· Because H filed in the US, they consented to the US’ jurisdiction 

· US has the power to invalidate a US patent but not a Chinese patent 

· FRAND IS GLOBAL – patent, itself could require national adjudication because the validity is different in different places 

Anti Suit injunction: means prohibiting foreign forum from initiating a parallel suit. 
9th Circuit 3-part test for Anti-Suit Injunctions
**You use with Anti-Suit injunction – a parallel litigation 
· 1) Determine whether parties and issues are same

· 2) Determine if Unterweser factors apply 

· Frustration of policy of forum state 

· Whether foreign litigation is vexatious or oppressive 

· Threatens forum court’s in rem or quasi in rem jurisdiction 

· Prejudices other equitable considerations 

· 3) Assess whether impact on comity (association with other nations)  is “tolerable” 

Innovation and Competition
Refusal to Deal – When is it okay to refuse to license a patent?
· The general rule in the US is yes – you can refuse to deal  

· Antitrust law does not require a firm to sell to, license to, or cooperate in any way with its competitors 

· We want firms who are innovative and successful to have the advantage over their competitors

· 1 EXCEPTION TO THIS RULE: Aspen Skiing – when refusal to deal becomes antitrust 

· SCOTUS case where they impose antitrust liability on a firm for failure to deal with its competitors 

· 2 independent Aspen companies participating in the ski mountain (3 owned by 1, and 1 owned by the other) and there was a long pattern of offering a joint ski ticket that was popular with Aspen visitors 

· Aspen Highlands (company that owned 1) brings a case against Aspen Skiing for refusal to deal constituting an antitrust violation 

· **COURTS LOOK AT COURSE OF PRIOR COOPERATION  

· Did this in ITS too – had been giving them the parts and pulled out

· ASpen had agreement with Highlands and then yanked 

Paper Bag 
**Tells us nonuse is not a ground for denial of an injunction 
· Facts: Eastern Paper Bag holds a patent that covers the technology of the machine that holds the bag, Continental Paper Bag uses Eastern’s patent and claims the patent was never put into use and argues that injunction is unavailable due to nonuse 

· Holding: You can sit on a patent, not practice it, and it is still a lawful instrument in an infringement suit to stop people from using it.

· Nonuse is okay 
· No requirement to deal 

· 1988 Patent Act Amendments, now §141(d): “No patent owner otherwise entitled to relief shall be denied relief or deemed guilty of patent misuse by reason of having refused to license or use any rights to the patent. 

General Rule Takeaway: no duty to deal with competitor, and no patent working requirement
· BUT, FRAND from SEP does require a duty to deal 

Specific Rule: No IP-sourced duty to license IP to competitor (compulsory licensing) 
Image Technical Services v. Kodak - antitrust case
· Kodak has 26% of the market share in their primary market, and that was still considered a competitive market 

· They have a secondary market for the service w/ ISOs (3rd party service) 

· Kodak changed their policy and said no more ISOs (which are their competitors), and you have to come to a Kodak store to get your Kodak parts 

· SCOTUS (and 9th circuit, SCOTUS affirmed) held Kodak had monopoly power over inter-brand (Kodak specific) replacement part

· Kodak argued because they didn’t have market power in the primary market they couldn’t have a monopoly in the secondary – but SCOTUS said that 26% WAS ENOUGH for market power in the primary market 

· Using market power in the primary market to influence the secondary market was monopoly, and therefore not allowed because of antitrust 
· Refusal to deal “highly valued” but not unqualified 

· Role of “important change” prior dealings (Aspen Skiing) 
· Kodak asserts protection of IP rights is valid business justification for refusal to deal 

· 9th Circuit creates pretext exception to exercise of IP rights 

· Federal Circuit rejects pretext justification for duty to license an ISO Antitrust Litigation (CSU v. Xerox) (2000) 
· If invoking IP as a pretext, but what you are really trying to do is unlawfully harm competition, we won’t let you do that 

· 9th Circuit creates a remedy 

· As part of relief, orders Kodak to supply the parts to its ISOs, notwithstanding some of the parts are covered by IP – very Aspen skiing like
· Ordered by the court – Kodak has to supply patented parts

· Kodak, Aspen, and Xerox all have elements of discontinuing of dealing – so may be a necessary element but not sufficient 

· Fed Circuit throws out pretext in the Xerox case – they completely reject what 9th circuit said in Kodak by saying there is no pretext exception - “if it’s IP, no duty to deal”

TAKEAWAY: Generally no duty to deal, but there IS A DUTY to deal and license if you are creating a monopoly. 
· Pretext: “It’s IP protection” – court says you can’t claim IP protection when it’s really creating a monopoly 

Refusal to deal 
Paper Bag
· General Rule: No duty to deal with competitor and no patent working requirement 
· Regardless of purpose for non-use 

· Essence of patent is exclusion rights 

· Privilege of property owner to use or not use 

· Specific Rule: No IP-sourced duty to license IP to competitor (compulsory licensing)

· 1988 Patent Act Amendments 

· “No patent owner otherwise entitled to relief shall be denied relief or deemed guilty of patent misuse by reason of his having refused to license or use any rights to the patent” 

Image Technical Services v. Kodak  (on remand) 
· Issue for the court: Is there an antitrust duty to deal/duty to license? 

· SCOTUS previously held Kodak had had monopoly power over interbrand (Kodak-specific) replacement parts

· NEW RULE: 9th Circuit held Kodak used monopoly for parts to create second monopoly over Kodak service market. 

· Refusal to deal is “highly valued” not not unqualified 

· Role of “important change”/prior dealings (Aspen Skiing) 
· Kodak asserts protection of IP rights is valid business justification for refusal to deal 

· 9th Circuit creates ‘pretext’ exception to exercise of IP rights 

· Federal Circuit rejects ‘pretext’ justification for duty to license in ISO Antitrust Litigation (CSU v. Xerox) 
· If its IP, theres no duty to deal
· **Why it didn’t rule on illegality is because it was a SJ motion, not an action and ruling. 

· Court essentially says not entitled to SJ 

· Not conclusive, up for debate 

· 26% COULD be enough for monopoly in secondary market 

Sherman Act §2: “Monopolize, or attempt to monopolize”
· Unilateral conduct as opposed to bi or multilateral conduct 

· To monopolize is different from owning a monopoly 

· Not illegal to own a monopoly or be successful on the merits, you can have a monopoly but you cannot monopolize 

· What is unlawful is to try to create a monopoly through unlawful conduct

· THIS MEANS: You can have a monopoly that you acquired through success, but cannot create a monopoly through illegal conduct, or monopolize  

· Unlawful conduct: 

· Aspen Skiing is only modern case that says refusal to deal was monopoly under Sherman Act §2
· **NOTHING WRONG WITH HAVING A MONOPOLY, YOU CAN’T MONOPOLIZE 

TFEU Article 102
**EU’s version of antitrust – EU replicated US antitrust laws 
· Effectively the same as §2 of Sherman Act with more modern language – prohibits abuse of a dominant position 

· Magill and Bronner are examples of 102 Violation 

Magill held refusal to share IP-protected programming information was abusive where
· Refusal prevented new product (comparative TV guide) to emerge 

· Refusal was not justified 

· IP-rights holders were eliminating competition on market for TV guides 

· **Abuse of dominant position case 

Bronner established Article 102 violation where refusal of indispensable infrastructure (home delivery services) leads to elimination of all competition in daily newspaper market 
Balance between economic freedom of IP holder and protection of competition 
Microsoft – EU Case 
· Microsoft’s failure to provide interoperability information to competitors in workground server market 

· Refusal to license in itself is not abuse 

· Presence of “exceptional circumstances” 

· Workgroup server software had to be compatible with MS’s Windows client operating system to be commercially viable (indispensability) 

· Effect of refusal would be likely elimination of competition in workgroup server market 

· ‘Mere fact’ that product is covered by IP cannot constitute a justification to refuse to grant a license 

· **Relaxation of Magill’s new product element

· Remedy: allow use of interoperability information on reasonable and non-discriminatory terms

· EU brings charge against Microsoft for failing to provide interoperability stuff 

· Refusal to license was not the abuse, its the fact that they made it a way that nothing else would work if it was not Microsoft 

· Effect of refusal would eliminate competition in the market 

· Just because something is covered by IP, cannot justify refusal to grant a license. 

TAKEAWAYS: Essentially what the holding in ITS v. Kodak (remand) is 
· Can’t use the fact it is covered by IP as a justification for refusal to deal/license

Novell v. Microsoft 
· Court’s reluctance to find refusal to deal liability 

· Courts are ill-equipped to be central planners

· Essential facilities doctrine is likely not viable under Section 2

· Aspen Skiing – the high water mark for refusal to deal liability under Section 2 (sets a very high bar), usually have to have pre-existing dealings 

· Limited exception to general no-forced sharing rule 

· Necessity of pre-existing and profitable course of dealing 

· Discontinuance suggests willingness to forego profits to achieve anti-competitive ends (forced sale of Highlands) 

· Novell demonstrated profitable prior course of dealings, but failed to demonstrate MS’s sacrifice of short-term profits 

· Novell failed to demonstrate M’s sacrifice of short term profits 

TAKEAWAYS:
· If a company is going out of their way (sacrificing short term profits) to screw over another company, that is evidence of antitrust behavior 

· Not the case here, MS isn’t foregoing profits, they are operating in a rational business way 

Ways to show that there might an antitrust violation 
· Pre-existing/prior dealings – Aspen 
· Business decisions/short terms profits – Novell
Cryptography
· Modulus: a value that cycles, like a clock 
· If it's 10pm now, in 6 hours its 4am – 10+6-12 (12 is the modulus)= 4
Cryptography uses and objectives
· Confidentiality

· Communications

· Data at rest

· Tool: encryption / decryption

· Data integrity
· Tool: cryptographic hash

· Authentication

· Identification

· Origin of message

· Tools: passwords / verification

· Non-repudiation

· Tool: signature

Communication Scenarios (Terms)
· Plaintext: original (readable) message 

· Ciphertext: encrypted message 

· Encryption: production of ciphertext from plaintext 

· Decryption: process of reversing encryption (revealing plaintext from ciphertext) 

· Conventional cast of characters 

· Alice: sender/encryptor 

· Bob: receiver/decryptor 

· Eve: eavesdropper 

· Mallory: man in the middle 

Encryption
· Symmetric (private) key 

· Long Standing use 

· Alice and Bob exchange keys

· Single key encrypts and decrypts 

· Asymmetric (public) key 

· Encryption key is public, decryption key is private 

· Computationally infeasible to find decryption key based on possession of encryption key 

· Caesar Cipher (Shift Cipher) 

· Shift alphabet by n letters to encrypt 

· Reverse shift to decrypt 

· Weaknesses

· Subject to brute force – given cipher text, only one shift possibility (out of 27_ will produce coherent plaintext 

· Letter frequency will directly reveal value of n 

· Key vulnerability 

· Shift encryption algorithms 

· Encrypt: x + n (mod 27) = x’ 

· Decrypt: x’-n (mod 27) = x 

· One-time pad 

· Set random and distinct shift for each character in plaintext string 

· Randomness of shifts frustrate frequency analysis 

· Key must be same length as text 

· Key can only be used once to remain effective 

· Weakness: one-time pad must be securely shared between Alice and Bob

· Public key encryption 

· Asymmetric cryptosystems 

· Solution to key exchange challenges 

· Public key is used to encrypt (provided by Bob to Alice, used to Alice to encrypt messages she sends to Bob) 

· Private key used to decrypt (used by Bob to decrypt ciphertext messages received from Alice) 

· SSL/TLS handshake – note use of 3 keys 

· Server (Alice) sends public key (asymmetric) to users 

Competition and Policy and IP 
Antitrust guidelines
· Sherman Act is the governing law regarding antitrust 

· Department of justice and attorney general enforce federal law in the US (Sherman Act included) 

· If president doesn’t like a law/statute then the executive branch will be selective/not enforce it

· Both parties (Republicans and Democrats) have been light on Silicon Valley regarding Sherman Act violations 

· As a response to that, Congress establishes FTC (Federal Trade Commission) to enforce Antitrust 

· Independent agency 

· 2 points of enforcement: 

· 1) DOJ 

· 2) FTC – tells the DOJ when there is a violation 

· No inherent conflict between Antitrust and IP Law 

· People view it as butting heads but not the case in reality

· Rule of Reason: Courts have revealed context in which strict interpretation of Antitrust rules are not socially beneficial 

· If pro-consumer benefit > detriment to competition, then they will give parties a pass 

· VALUE THE CONSUMER 

· But there are some core prohibitions of antitrust that are “per se violations” (like strict liability): 

· Classic example is prohibiting price fixing amongst competitors 

· Horizontal (competitors), vertical (suppliers/distributors)

· Safe Harbor: if there are 4 competitors in the market at least, don’t have to worry about monopoly 

Wright v. Herring Curtiss
**Interpretation case – interpreting Doctrine of Equivalents 
· Wright Brothers’ patent to be construed broadly – how close can someone get to a patent without infringing 

· Patents are usually broader than the actual invention 

· Note broadness of Wright Brothers’ claim 

· Importance of a solution to a long-recognized technological challenges (maintaining lateral balance) 

· Issue: Does this justify broad construction? 

· Effect of broad construction is to render Curtis’ plane infringing – if it was a broad interpretation (gives it a lot of protection) and would say there is infringement, if narrow there is no infringement 

· Ex: Broad would be a vehicle that flies, narrow would be a small propeller plane 

· Government stepped in after WWI and said they need airplanes – shift from broad protections prior to WWI 

TAKEAWAYS: 
· Patents are usually broader than the actual invention – interpretation can be broad or narrow 

· Pioneer patents: first one (the airplane in this case, first to invent an airplane) 

· Improvement patent: improvements 

· **Want to be able to protect Wright Brothers patent but allow room for improvements – in this case, gives it a broad context 

· Government and courts decide the scope of patents – need planes in war time 

Shows us: contrast between patent scope and doctrine of equivalents and the effect of broadly construed patents on follow-on innovation 
· Avoidance of patent thickets 

Doctrine of Equivalents (broad v. narrow interpretation is within this): Even if the technology is not the exact same, how similar does it have to be to be considered infringement. 
Patent Thickets: a group of overlapping patents in a specific industry owned by many different companies. This creates a situation in which the firms prevent one another from innovating.
· Patents are so broad, you cannot innovate through them 
Doctrine of Equivalents
· Some vaguely defined space that surrounds the literal claim where patent holder may or may not be able to maintain infringement 
· There is a back and forth between literal claim of patent (the trimmed down version) and what was originally filed (usually broader) 
· PTO does the trimming down of the patent 
· This is an amendment to the patent and you are estopped from later claiming infringement – called prosecution history estoppel 
· Graver Tank formula: 
· If accused device does not literally infringe (within the claims) but performs the same function in same way to achieve same result, it will be deemed infringing 
· INSERT IMAGE 
· What about where prosecution history estoppel overlaps with the Doctrine of Equivalents? 
· Doctrine of Equivalents broadens it and prosecution history narrows it 
· Supreme Court in Festo says: “prosecution history estoppel does not preclude DOE” 
· Even if you have something in PHE but it is covered by DOE, you can use it
Newman (Dissent) on the Complexity of Patent Policy
· Modern scholarship examines effects of – these are factors that should be considered in patent decision making to modernize and promote innovation 

· Nature of technology 

· Rate of technology 

· Cost of inventing 

· Market risks and competitive structures 

· Ease of imitation/inventing around 

· Importance of promoting sequential innovation and post-invention commercialization 

· Kitsch: “Prospector Theory”

· Argues for broad patents, thinks its better to have a single actor control innovation than many people competing to imitate

TAKEAWAY: Challenging the Federal CIrcuit to be more modern about patents and and not as rigid 
· Essence of argument is one size fits all approach to patents does not work 

· Bell-curve of innovation – on one end there is high competition, less profit, and less research and development, and the other side there is low comp, high prices, more R&D – all about the incentive to innovate and a happy medium in the middle 

**Actual illegal monopolizing: refusing to deal (in some situations), price fixing, conspiring to squeeze people out of market
TraFix
**TRADEMARK LAW 
· Background rule: no prohibition of copying (a.k.a. ‘reverse engineering’)

· Trade dress may be protected under U.S. TM law if –

·  Design or packaging has acquired a distinctiveness that identifies product with its source (i.e. company of manufacture or distribution)

· Prior patent exclusivity can ‘artificially’ create distinctiveness w/r/t a functional element

· Expired utility patent strong evidence of functionality

· Functional: essential to use or affecting cost or quality

· If feature is functional, it cannot serve as a trademark

· No need to invent around design feature if functional

· Trademark v. Trade Dress

· Trade Dress: indicator of origin, but not functional (even though thats protected by a patent) – appearance, packaging, etc

· Ex: Coca Cola’s glass bottle 

TAKEAWAY: 
· If trade dress was subject to a now expired patent, that element will be presumed functional unless eligible for trademark protection 

· If it was a prior patent, it can artificially create distinctiveness to trade dress with a functional element – here it was the springs 

· Expired utility patent is strong evidence of functionality 

· **because the springs used to be patented (utility), and the patent is now expired and they are trying to claim that the springs are just a trade dress and not a functionality thing, because it was a utility patent at some point it shows that there a functionality component to it 

Antitrust Immunity and Patent System
Antitrust Immunity: Sherman Act §1 or §2 action that is dismissed because of immunity. (EXCEPTION TO ANTITRUST LIABILITY) 
· Sometimes referred to as patent immunity when patent is involved 

· But, there are exceptions to this exception

· 1) Walker Process Doctrine: When a patent holder obtains through fraud and uses the fraudulently (fraud on patent office) obtained patent against competitors to wrongly monopolize a market. 

· §2 violation 

· Rooted in patent law 

· Applies ONLY if the patent was fraudulently obtained

· General Rule: IF YOU HAVE A PATENT, WHICH WAS VALIDLY OBTAINED, YOU CAN PROTECT IT WITH NO ANTITRUST LIABILITY, EVEN IF IT TURNS OUT THAT IT IS INVALID. 

· So, if court decides it isn’t valid during the suit (even if was validly obtained), then you are still protected from Antitrust 

· 2) Noerr-Pennington Doctrine: Normally going to court shouldn’t open you up to antitrust liability, simply because you sue a competitor, but if your claim is objectively baseless (sham litigation) and motive for bringing claim is to harm competitor, then you can be subject to antitrust liability 

· Rooted in constitutional law 

· Immunity comes from Bill of Rights

· Very narrow exception 

· If ANY basis for the suit, you may obtain protection 

· Sham litigation: bullshit lawsuit, no actual claim, just suing them to tie up finances, make theme spend money, get swamped up in a court case 

The Walker Case 
· Antitrust infringement action – Walker was the accused infringer 

· Use invalidity defense and a statutory bar – there's a one year grace period if that goes by and you haven’t registered, it goes straight to public domain 

· P lies (had been selling for more than a year, and put a fake on their application) – and suing D on a patent that the P knew had been fraudulently obtained

· **Just because you show this, doesn't mean you win antitrust case, just means NO antitrust immunity 

· This case is NOW an Antitrust action because D raised antitrust as a counter, because we have now established its a fraudulent patent

· Antitrust because its layered on top of infringement action and had they been able to practice, they would have enjoyed profits 

· Walker process practiced it because they were smart and knew it was fraud, but other people should have been able to do that as well + they should have been able to practice it for longer 

· Gives them trebled damages 

· Punitive damages because of bad behavior 

Walker Process Doctrine
· Inequitable conduct before PTO long recognized as defense in infringement action (i.e. shield) – first part of Walker Process (you can’t be liable for infringement on a patent that was improperly obtained) – this case opened it up further and goes punitive with this 

· Inequitable conduct could bar infringement action or result in invalidation of patent

· Inequitable conduct need not rise to the level of fraud

· Walker Process introduces possibility of §2 liability for fraud on the PTO (ie sword) 

· Fraud requires showing of materiality and intent (challenging) 

· When fraud is demonstrated, antitrust immunity dissolves

· Plaintiff still needs to establish elements for §2 liability 

· Defining market 

· Demonstrating wrongful acquisition of market power, etc 

· Establishing fraud on PTO is challenging 

· Note: inequitable conduct also requires demonstration of materiality and intent 

· In Dippin’ Dots (Fed.Cir. 2007) materiality and intent findings supported inequitable conduct

· However, evidence of intent did not meet higher threshold necessary to support Walker Process fraud – hence patent holder enjoyed immunity from antitrust claim

· Difficulties demonstrating fraudulent intent with respect to omission (as opposed to affirmative misstatements)

· Contrast to Nobelpharma – where fatal prior art reference was deleted by patent agent

**When the alleged infringer can prove that there was fraud on the PTO it used to just be a defense (shield) against infringement liability, but NOW you can use it as an attack (sword)  for a right of action under §2 and get damages back from them for Antitrust violation. 
· If it is fraud = sword + shield 

· If bad but not fraud = shield 

Dippin Dots
**INEQUITABLE CONDUCT DOES NOT ESTABLISH FRAUD 
· Jury finds DDI violated antitrust law by asserting fraudulently procured patent 

· Like Walker Process, a statutory bar case 

· Ds assert DDI commercialized invention more than one year before priority date 

· DDI argues it only practiced first 3 steps and that sales were experimental 

Inequitable Conduct v. Fraud 
· Inequitable conduct (shield) does not establish Walker Process fraud (sword)

· 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]

TAKEAWAYS: 
· Walker Process requires fraud 

· Misrepresentation to the PTO is not enough to raise the Walker Process Doctrine 

· Grounds for unenforceability but softer than full invalidation – not going to enforce patent, but not taking it away 

**Prior art (something that existed before that was similar) intercepts the novel requirement (what’s considered fraud) 
· So, failure to disclose prior art that you knew existed (meaning you knew something similar existed), then it is fraud 

· Good faith unaware can be used to invalidate (shield) patent but doesn’t give you the sword

· Establishing fraud on the PTO is hard 

· Prior art is example of why that was hard 

· Difficulty demonstrating fraudulent intent for omissions as opposed to affirmative misstatements 

Third Party Standing for Walker Process Claims 
· Walker Process claims typically arise as counter-claims in infringement actions, accompanying assertions of patent invalidity

· Patent infringement defendants have standing to challenge validity; most others (including direct purchasers of goods covered by allegedly invalid patent) do not have standing

Ritz Camera
· Sandisk had 75% of market for flash memory – had they been forthright about prior art, wouldn’t have had the patents 

· Walker Process claims typically brought by competitors

· Ritz sues based on fraudulent procurement of Sandisk patent, due to nondisclosure of prior art

· Who has standing to challenge patent validity

· Government 

· Infringing defendant 

· Competitors

· CONSUMER DOES NOT

· Who has standing to challenge antitrust standing 

· Government 

· Parties harmed by the action of the patent holder 

· Can be consumers 

TAKEAWAY: Tells us who can bring actions for what 
Noerr-Pennington Doctrine
· 2 prongs for Sham Litigation: 

· 1) Has to be OBJECTIVELY baseless – no lawyer could see it being a winner 

· 2) Has to have SUBJECTIVE motivation – bad motivation as to why the lawsuit was brought 

· Ex: if it was in good faith but baseless, would be fine 

· Antitrust immunity rooted in First Amendment right to petition the government

· Generally resort to courts cannot attract antitrust liability

· Antitrust immunity dissolves where sham litigation is established

· Sham litigation elements 

· Lawsuit must be objectively baseless

· More unsettled the law, more likely claim will be deemed valid

· Baseless lawsuit conceals “attempt to interfere directly with the business relationships of a competitor” through use of government process (subjective motivation)

· Economic motivation – indifference to outcome on the merits, potential damages too low to justify investment in suit

FTC v. Abbvie
· Reverse payment – Abbvi brought cases against generic producers 

· Ordinary settlement – P sues D, D agrees to pay D 

· Reverse settlement – P sues D, and P pays D 

· Any patent holder who does so at their own peril could be deemed invalid – if you sue someone you take risk of the court invalidating your patent 

· Based on 2 lawsuits – 

· Abbvie sued Teva – turned out that there was prosecution history estoppel, they had narrowed their claim and on the Teva case the court said that they can’t consider the case to be baseless because it might be DOE

· Failed objectively baseless because Doctrine of Equivalence so lawyer could find there is a shot there 

· Abbvie sued Perrigo – prosecution history estoppel made it baseless 

· Outside the actual patent – its big dotted square – no immunity 

· Can’t sue for infringement because they can’t infringe when it is PHE, because there is no protection 

· Because baseless, have to look at next prong and look at motivation 

· Made negative inference that only reason was to delay market introduction 

**ASK ABOUT THIS CASE 
TAKEAWAY: 
· DOE and PHE for objective test (prong 1) 

· If the case is Doctrine of Equivalence – not sham litigation

· Prosecution history estoppel makes it baseless claim and then you would have to look at motivation 

Rambus Doctrine
· “Submarining” – you invented something, want to patent it, so you go to PTO and check for all active applications that have been revealed, the submarines are the ones that have been filed but not disclosed 

· So you might think you have a patent and can start practicing but in reality you don’t 

· Rambus was part of an SSO and didn’t disclose their interest in the 4 patents (they were submarine patents, meaning they were submitted but not public) 

· They got their thing to be adopted, but withdrew 

· FTC brings action against Rambus for its ‘deceptive’ failure to disclose “patent interests” (contemplated amendments to patent applications) to SSO 

· 1914 FTC Act §5 [15 USC §45] (prohibition of “unfair or deceptive acts or practices in or affecting commerce”) incorporates Sherman Act §2 (monopolization)

· FTC ordered limits on Rambus’ royalties

· Rambus challenges FTC’s finding of §5 violation

· Rambus claims it did not violate SSO disclosure rules

· Rambus claims FTC found consequences of nondisclosure in the alternative

· Nondisclosure prevented SSO from adopting non-proprietary standard

· Nondisclosure prevented SSO from extracting a FRAND commitment

· RULE: Deceptive conduct by a firm with lawful monopoly power does not violate § 2 of the Sherman Act if the conduct merely enables the firm to charge higher prices.
TAKEAWAYS: 
· Exclusionary act must have anticompetitive effect – not enough that they just charge higher prices, or not disclose 

· In order for antitrust harm it would have to actually effect competition 

· Evasion of FRAND obligation is not antitrust harm

· FTC failed to consider possibility that SSO would have adopted Rambus technology even if disclosed and without FRAND commitment

Broadcom v. Qualcomm
· Rambus bait and switch 
· B sues Q for not licensing on FRAND terms in their contract because it's a high royalty 

· Q has a lot of SEPs and wants to control the manufacturers 

· B claims that Q induced SSOs to adopt their product with promise to abide by policies, but breached by then not licensing on FRAND terms

· B (P) claiming that Q got into a SSO, but not actually going to follow the FRAND (similar to Rambus) and ignored its FRAND commitment by demanding non FRAND royalties from competitors and customers, using the Chip sets not manufactured by Q

· Q had 90% share in market for chip sets, by holding favorable pricing, could coerce them into purchasing their products 

· Q has an agreement with competitors, they won’t sue them for promise not to sell to customers without a license 

License Theory:
1. transfer/assignment of partial interest

2. Covenant not to sue (sue for infringement) 

. Money not to tsue, rather than money to pay the license – *way around exhaustion 

First view is a a property view, second is purely contract
· NOT an authorization, just a promise not to sue and requires customers to to consent to license

TAKEAWAY: Court says its not monopoly, but rather smart business decisions. 
· Not permission, but an agreement not to sue if the competitor does more 

Pharmaceuticals
· Number of crucial patents in pharmaceuticals is just 1 

· Very easy to copy it 

· Problem with this is you need FDA approval 

· Could take a while to approve it while patent clock is running

· So, US law increases the term to compensate FDA approval (can be longer than 20 years) 

NDA - The Pioneer (New Drug Application) – first one to patent it, and first one to do the application to get it approved by the FDA 
Must show that it: 
· Safety

· Efficacy (it works) 

· Make and distribute safely

ANDA - The Copycat (Abbreviated New Drug Application) – this is the one for competitors to piggy back off of the one that is already approved 
· Already approved

· Brought by other mfg

· “Generics”

· Still have to demonstrate safety

Hatch Waxman: 
· In the final months of a pioneer patents life, you have to give compulsory license to let generics develop while they wait 

· Problem is: Congress thinks there are many improperly issues drug patents 

· Not just patents, but also market authorization that keeps generics out (want generics for policy reasons) 

· They can be deemed to be infringing but no risk because they are not practicing – what allows development of drug 

· From when the person does the hatch waxman (when the generic starts manufacturing/devlopoing) the patent holder has 45 days to choose to sue or not – if they sue, the best outcome is that their patent is valid 

· Best outcome from suit is that its valid – meaning injunction until patent is expired 

· No real benefit from suing

· If you don’t sue, the ANDA will process and you lose right after 45 days to file a Hatch Waxman 

· Worst case is that patent is invalid and then there are other problems 

· Congress’ system gives a benefit to challenger, a period of ANDA  exclusivity, only available to the first challenger and you get 180 day exclusivity against all but the company that already has market authorization 

· So, congress wants people to challenge it 

Actavis – pharmaceutical case with antitrust 
Reverse Settlement – P sues a D and the P ends up paying the settlement 
· Only the first challenger (here Actavis) gets valuable 180-day exclusivity 

· Anticompetitive consequences may be greater than avoided litigation costs 

· Patentee likely to have market power to effect harm

· Antitrust action is feasible without validity determination

· Size of settlement payment “workable surrogate” for patent’s weakness

· Parties may settle dispute on alternative terms

· Actavis asserting right to make drug because the patent is invalid based on ANDA 

· The FDA approved their first filed generic pending patent litigation – theres is approved but they are in a lawsuit so wait for results of that 

· That lawsuit settles – the terms delay entry to the market by 9 years (5 years before expiration) 

· Solvay (D) pays a lot of money during the 9 years 

· Problem: This activity is considered collusive because agreement between competitors 

· *This is a new Walker Process type question: To what extent does Solvay’s patent give them antitrust immunity? 

· Does payment to alleged infringer essentially sharing of monopoly become an antitrust offense?

· Court say: Bryer says not a case where holder has antitrust immunity, because the antitrust violation for Walker Process is not the fraud on the patent office, its enforcing the fraudulently procured patent 

· Equivalent here to fraud on PTO is protecting the possibility of that the patent is invalid 

· DISSENT (Roberts): Patent immunity is patent immunity – law has interest in promoting settlements (not indicative of something wrong), and the parties had no way of knowing it was valid or not 

TAKEAWAY
·  D infringed because they knew it was invalid, and P covered it up because they didn’t think it was valid – both parties thought it was invalid 

· Evidence neither party thought it was valid and conspiring to hide it and profit 

Patent Scope and Antitrust Immunity 
· Does otherwise illegal constraint lie within limits of the patent monopoly?

· If so – immunity from antitrust liability

· If not – potential antitrust liability

· Breyer says whether constraint lies beyond limits is ”a conclusion that flow from [patent policy and antitrust policy] analysis” [4:76]

· Roberts (dissenting) says patent holder who acts within scope does not engage in unlawful behavior (strong patent immunity) [4:87-88]

Abbvie – same patent, but sold to Abbott, it was a license because reverse payment need not involve cash
Takeaway: 
· If you have low confidence in a patent suit, and there is a large settlement, (reverse payment), you lose patent immunity for suspected enforcement of invalid patent

· The larger the the settlement, more likely that you are covering up invalidity 

IP Misuse
Misuse is purely an IP doctrine, not Antitrust 
· Seen it before with Walker Process 

· Its an equitable doctrine – judge created 

· Misuse doctrine comes in when statutes are unavailable 

· Ex: Tying – to buy a product with a patent, you must also buy another product 

· Companies do this all the time 

· Ex: Xerox charges more for non patented paper – have patent for printer but not paper 

· Tying is misuse when it is typing the patent monopoly to another product which is improper 

Lasercomb v. Reynolds – copyright case, because no counterpart misuse of copyright doctrine  
· District court had found Reynolds/Holiday Steel infringed Lasercomb’s copyright

· 4th Circuit recognized existence of copyright misuse doctrine based on shared policies with patent law

· Notwithstanding no SCOTUS case recognizing copyright misuse doctrine

· 4th Circuit found improper term in license agreement entered with third parties constituted copyright misuse

· Reynolds/Holiday Steel were not parties to standard software license (they never signed)

· Existence of misuse (species of unclean hands) disables enforcement against any infringing party

· Takes misuse of patent doctrine and argues it for copyright 

· In the agreement, there is antitrust language which is “99 years” and makes it a noncompete which is beyond the scope of the protection 

· There is no SCOTUS authority as to copyright misuse, but this case recognizes copyright misuse by analogy to patent misuse
· Reynolds infringed L’s software, but they didn’t sign the license agreement, but that doesn’t give them permission to make copies
· Reynolds is entitled to equitable defense to infringement based on copyright misuse due to improper terms in agreement, L had 99-year term for non-competition provision in license agreement, which extends well beyond any copyright, so it is misuse
· Patent Infringement by Importation of Infringing Articles
· Must imported articles are infringing patent
· US industry is affected
· Rule: Refusal to License Patents
· Usually you can decline to license, consistent with patent rights
· Concerted Refusals to License are in violation of Sherman Act
· This is when 2 companies have shared patents but refuse to deal
· Ex: Princo v. ITC (ITC is the standard setting org)
· Philips and Sony engineers agree to use Philips tech and incorporate it into the standard, offer license packages, which includes the techs of both companies, reducing transaction cost, but is limited, can only be used for making CDs, Princo enters license, but stop paying
· Philips files to block imports of Princo products (not paying for license, infringement by importation), Princo argue patent misuse, court holds no misuse because the license package is not tying, it reduces transaction costs and avoids disputes
Good Lawyer/Bad Lawyer
· Good lawyer

· Reynolds/Holiday Steel lawyer recognized possibility of equitable defense of copyright misuse

· Reynolds/Holiday Steel lawyer identified offending term in license agreement, persuaded court that it constituted misuse

· Bad lawyer

· Lasercomb lawyer who inserted 99-year term non-competition provision into license agreement (constituting the misuse)

TAKEAWAY: There is now a misuse of copyright doctrine, which mirrors misuse of patent. 
Invalidation of IP, the patent is forever fully gone 
· When there is misuse of IP, the patent is suspended and is conceptually curable – NOT an invalidation 

· You can do what is called “Unilateral Release and Waiver” by the party with the misuse term, which is giving notice to the other party that you will not be enforcing that term

· Unilaterally getting it out of the contract 

Princo v. Itc 
· Orange Book – Philips and Sony combine CD solutions

· Princo enters package license, then stops paying fee

· Philips files §337 complaint to block imports – International Trade Law 
· It gives the IP holder the extra right to block imports (normally have the right to just make, use or sell)

· Even if lawful where it was made, they have the right to stop it from coming into the US – doesn’t infringe until it hits the US because patent law only covers the US 

· 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 pretext to justify payment to Sony not to compete / Fed. Circuit rejects 

· This case contrasts SSO and defacto standards 

· De facto standards: ones that arise spontaneously – ex: Microsoft/Windows for PCs

· Unilateral standard 

· Sometimes inventions that don’t need SSOs to vote on because they are so good. 

· In this case, we have a bilateral standard for CDs – joint research venture between the plaintiffs who were on originally independent tracks 

· Orange Book – Philips and Sony combine CD solutions

· SO, you buy 1 license for all of their combined stuff (some were important patents, some were older and less useful)

· Princo says this is misuse of the patent – stopped paying royalties and because they stopped, the P got an order from §337 to block imports 

· because D argued it was illegal tying 

TAKEAWAY:
· Packing licensing is NOT tying but rather BUNDLING – minimizes transaction costs 

· Its okay to pool two efforts together, BUT, if only one party really has the technology, then it is not collaborating but instead buying off the competitor 

· HERE, it was collaboration – just so happened the 2 had to pick one 

· **Similar to Comcast v. Belton 
Kimble v. Marvel 
· Kimble (a lawyer/inventor!) approached Marvel for license; Marvel refused and introduced own product

· Kimble sued Marvel for patent infringement, parties settled by license

· $500k lump sum

· 3% running royalty PROBLEM FOR THE COURT TO ADDRESS (no specific limit) – no limit on the royalties 
· Marvel discovers Brulotte (1964), seeks declaratory judgment no further royalties are due

· Royalty obligations on expired patent unenforceable under Brulotte (1964)

· Are post-term royalties patent misuse? 

· Kimble has patent but source of the value is in the IP owned by Marvel, nothing without the Spiderman Brand 

· “Value of complimentary IP” 

· PREVIOUS CASE: Broulotte – license that extends beyond expiry (expiration) of patent is void 

· Reasoning: it extends the exclusionary power of the patent beyond its life 

· It encroaches on the exclusionary power of the patent 

· THIS CASE: If the license violates the Broulette rule, then it is VOID. 

· Incentivize people to not license longer than then the contract becomes void. 

· All royalties are void, even from before this case don’t have to pay ANY royalties 

Brulotte work-arounds
· Payment of royalties may be deferred beyond expiry of patent

· But royalties cannot be ‘based on’ post-term commercialization (accrual over 40 years) 

· Brulotte is triggered by the last-to-expire patent when multiple patents are licensed

· Could reference the K to a patent bucket - then lasts as long as the last patent in the bucket

· Where patent and know-how are licensed together, royalties may continue beyond patent expiry so long as royalties ‘step down’

· When you license a patent, you also get the associated “know how” –the way to do something (additional knowledge that is not listed in the steps) 

· Patent expires at a certain date, but know how doesn’t – rate is certain number until expiration and then after that it is always a know how license 

Post-Sale Restrictions
CL frowns on restrictions of alienation and likewise frowns on post-sale restrictions on IP 
· When you sell something you can’t put rules 

Adams v. Burke 
· Nature of post-sale restriction: territorial
· Manufacture and sale made by licensee under a restricted license

· Note licensee manufactured and sold patented coffins within territory (i.e., no violation of license terms by licensee)

· Purchaser used coffin in intended manner outside of delimited territory

· SCOTUS holds purchaser (undertaker) may use purchased coffins without regard to territorial restriction

· “[W]hen they are once lawfully made and sold, there is no restriction on their use to be implied . . .” [10:3]

· Creators of coffin lid sell license to people and those people send it to end user, who takes coffin lids from Boston to outside the area 

· Makers of the coffin lid send end user – License where territory is limited to 10 mile radius of Boston

· Issue: Does a patent holder have right to block use outside the area? 

· RULE: CL idea of exhaustion – when I buy something its mine, and I can use it however I want 

· But then, could licensees use it outside the area? 

· No, because they didn’t buy it, they are licensing it 

TAKEAWAY: 
· Exhaustion is legitimate on sale 

· Restriction does not flow through licensee onto purchaser 

· Restrictions can be enforceable if its NOT a sale – ex: rental car 

General Talking Pictures 
· Nature of post-sale restriction: field of use
· Manufacture and sale made by licensee under a restricted license

· Licensee (Transformer) was licensed to manufacture and sell only for radio amateur reception (and not for use in cinemas)

· Violation of license terms by Transformer – and knowing complicity by GTP (likely in order to obtain favorable price)

· Transformer knew buyer (GTP) intended to use in cinemas

· GTP know sale for this use would violate Transformer’s license

· SCOTUS holds patented goods did not pass in the ordinary channels of trade

· “same effect as if no license whatsoever had been granted” [10:7]

· Were the products infringing goods?

· Transformer is a licensee permitted to make and sell ONLY for home use (make amplifiers)

· GTP bought from T because it was cheaper than commercial use pricing – buy from home people but put it in movie theaters (cutting corners) 

· P sues the end user, not on K theory, but on infringement theory because they are not in privity with end user 

· But they would have COA against Transformer for K and infringement 

· ISSUE: What is difference between this and Adam Burke territory v. use restrictions? 

· RULE: Purchaser is free from restriction. But, they see this as a special case because both T (licensee) and GTP (end user) were aware of the restriction and violated it anyway. 

· In Adams, there is no evidence of intent 

TAKEAWAY: 
· Court made an exception to the general rule that a purchaser is free from restriction when the parties acted with knowledge and intent. 

Resale Price Maintenance
· At the time of Univis, understood to be antitrust violation 

· In Dr. Miles (1911) SCOTUS declares RPM to be unlawful per se under §1 of the Sherman Act

· RPM is a type of vertical restraint on prices to be charged by independent dealers upon resale

· SCOTUS overrules Dr. Miles in Leegin (2007), holding henceforth RPM to be assessed under ROR

· RPM may, but need not, violate §1, depending on overall effect on competition

· Suppression of intrabrand competition may incent investment in services and promotion, which improve Interbrand competition

· United States v. Univis Lens Co.
· ​​Nature of post-sale restriction: resale price maintenance (tell them how much to charge) 

· Univis argues its imposition of RPM on sales of corrective lenses by its retailer customers were insulated from antitrust scrutiny due to patent immunity (Univis owned method patent covering the manufacture of corrective lenses)

· Univis practiced part but not all of the method covered by its patent

· Univis produced lens blanks that it sold to finishing retailers

· Sale transferred title to lens blanks and included license to complete final step of patented method

· Finishing retailers completed the process (grinding and polishing), producing corrective lenses for sale to users

· Univis has patent for eyeglass lens (manufacture of lenses but no lens blanks), can dictate price to direct customers, but what about to who they sell to? 

· Considered a per se antitrust violation because of post-sale restrictions 

· Univis is not selling patented goods to optometrist but rather non patented lens blanks coupled with a license to make lesnes (which the patent covered) and said they should have patent immunity because of this 

· US says: patent is exhausted not when they sell to the end user, but when the blank sold to the shop

· Univis claims they both sold and licensed, and as a licensor they can control the price – they are trying to line themselves up with GTP fact pattern

· SCOTUS says for purposes of exhaustion, the legal component of transaction is when the seller sells to the buyer, even though Univis argues that they sold non patented blacks which only invoke the patent when crafted by licensee and sold to end user

· U thinks it is patented when it is sold (they sell lens blank and know how) and then otompetrist makes the patented good – not post sale restriction, because that is when the patent is exhausted, but SCOTUS says no because when they are selling to the licensee is close enough and the exhaustion happens there 

*Post sale restrictions is ANOTHER WAY TO VIOLATE ANTITRUST 
TAKEAWAY
· You can sell something that doesn't fully exhaust the patent, but still exhausts it – any article that gives rise to a product patent would give rise to a process patent 

· Ex: you invent the toaster, you claim 2 patents – one for physical product and ne for making toast by using the toaster 

Univis and the Exhaustion of a Process Patent by Sale of a Component
· Patent holder may not control resale price of its purchasers

· Sale ‘exhausts the monopoly’, so purchaser is free to sell on whatever terms it wishes

· Exhaustion applies to products covered by patents and to (some) products that are used in the practice of a method patent

· Sale of components that substantially practice a method patent also trigger exhaustion

· Lens blanks result from – and are exclusively used to – practice the patented method

· Note staple components do not exhaust a process patent

Quanta v. LG Electronics 
· Nature of post-sale restriction: prohibited use of third party products 

· License Agreement between LG and Intel 

· Unrestricted grant to make, use, sell 

· Parties’ agreement effects no change to exhaustion doctrine 

· Master agreement between LG and Intel 

· Intel to give written notice to its customers that license “does not extend” to products that combine Intel and non-Intel products 

· Authorized sale by Intel of chipsets to Quanta exhausts LG’s patent rights (Univis governs) 

· No reasonable use for chipsets other than to practice method patent 

· Chipsets “all but completely practice the patent” (only standard parts need be added) 

Patent is sale of chips + the process
· Chip by itself has no utility – no solution 

· Why would exhaustion apply to process? 

· SCOTUS says: of course it can – even though it doesn’t fully practice process patent, court said, like Univis, it practiced it enough 

· Court ties product and process patents. 

· EXHAUSTION = NO INFRINGEMENT 

· Does not = no contract remedy 

· If you have exhaustion, you can’t be held to be infringing, but if you have a K for certain terms, you could still be in violation of that contract 

· Bad lawyering: LG and Intel have patent pool cross license to share, Intel sells chips to Quanta, the chips do not fully practice the patents, so there are post sale restrictions to not use Intel chips without Intel products, but that imposes Tying (and tying can create a post sale restriction) 

· 2 agreements: license agreements, and Master agreement, but they conflict – imposing obligation v. imposing notice of obligation 

· Obligation: there is a post sale restriction 

· Notice of obligation: give customers notice that there is a post sale restriction 

· *NOT THE SAME THING 

· So, no actual post sale restriction because of the incompetence of the drafters (bad lawyering) 

· At some point there has to be exhaustion – anyone who buys or uses the computer is practicing the patent, so exhaustion occurs when the license is sold (which it is licensed to a distributor) 

· Differs from GTP because they knew they were breaching 

Lexmark Case
· About if you are allowed to repair – when does repair become infringement 

· L makes printers and sells those and ink 

· When a user buys ink, can they sell the empty one, and can a purchaser repair the empty cartridge? 

· **Repair is allowed 

· Trying to impose single use post sale restriction – don’t want you to be able to repair it, want you to buy a new one 

· 2 choices: 

· 1) Pay full price for the cartridge 

· 2) Get the cart at a discount but accept the condition of single use 

· Co existence of patent (infringement remedy) and contract (damage remedy) because there is privity between the seller and the customer 

· BUT NEVER SUE YOUR CUSTOMERS 

· Almost everyone buys discounted cart – makes first option almost illustory, but some customers sell to D because D was buying and refilling, importing them to US and selling them as refurbished carts 

· Buying carts and refilling is not infringement because of exhaustion EVEN THOUGH D knows the restriction 

· Wrinkle: Federal Circuit when weighing Adams, GTP, and Mallinkrodt says that post sale restricvtions are enforceable if they are communicated 

· SCOTUS says: That is wrong, that is not the law, the law is exhaustion… When you sell, you can’t sell the post sale restriction. 
· Even though GTP hasn’t been addressed, it is a zombie case after Lexmark 

· **This is the modern rule 

Jazz Photo 
· Federal Circuit Case 

· Single use cameras – that were then refurbished and resold, the reburbishments happened in Japan and were imported back to US 

· Fuji tried to block import using §337 – court said that was not infringing if used, sold, refurbished, reimported

· Second part of case – what happens if cameras are used outside of the US (ie: used in the sale which creates exhaustion occurred outside US?) 

· Rule before: Sale in US exhausts patent rights 

· SCOTUS comes in using Lexmark precedent and says: No, sale anywhere in the world exhausts the patent. 
Machine Learning and Natural Language Processing 
Expert Systems – The Parable of the Unsighted and the Elephant 
· Algorithmic approach to decision engineering: Using an algorithm to make decisions 

· Defining inputs

· Snake detector

· Tree detector

· Broom detector

· Defining outputs

· Decision tree model

· Artificial neural network (“ANN”) model

Artificial Neural Networks 
· Artificial neurons

· Input units – connect to hidden units

· Hidden units – connect to other hidden units (next column) or to output units

· Output units – signal learned response

· Each connection has a weight (strength of signal)

· Each neuron receives inputs and ‘fires’ (transmits a signal to connected units) or not

· Note binary nature of signal

· Activation (‘firing’) depends on strength of signal (threshold)

· Use case: classification

Neural Networks and Learning 
· Dynamic adjustment of weights 

· Same inputs will now (at the margin) generate different updates from prior version 

· Adjustments improve the accuracy of the classification decisions (outputs) of the network 

· Feed forward network 

· Training 

· Comparison of output to Ground Truth 

· Computation of error 

· Use of back-propagation to slightly adjust weights 

· Gradient descent 

· Supervised Learning: some outside authority of data (like a answer key) where human sets the standard 

· Error minimization: ground truth (what is the correct answer) -machine output (what the machine got) 

· If its 0, then its a perfect match  

Natural Language Processing (NLP) – Ex: Alexa, Siri 
· Branch of AI 

· Human speech and text

· Extraction of meaning 

· Functions 

· Speech recognition

· Grammatical tagging

· Word sense disambiguation 

· Named entity recognition

· Coreference resolution 

· Sentiment analysis

· NL generation 

NLP Use Cases: process of taking test and performing operations to reduce it to a semantic core (essentially like a Google search) – doesn’t pay attention to grammar, eliminates words without context 
· Spam detection

· Machine translation

· Chatbots

· Social media sentiment analysis

· Text summarization

· Fake news / hate speech identification

· Legal tech applications

Tokenization: preparing text for operation 
N-Grams: premised on statistical analysis 
· Any sequence of words in text comprised of N number of words 

· Ex: 2 gram would be Loyola Law 

Chat GPT and other Generative AI Models 
· Outputs new data that resembles input data 

· Responds to user-generated prompts

· Requires huge datasets, very large parameter sets 

· **But not super reliable, makes things up and presents them as fact 

Generative AI Regulatory Concerns 
· Building a workable definition 

· Enhanced dominance by leading platforms

· Generation of harmful speech

· Regulating the end-user

· General domain concerns (judicial, employment, education 

Hacker et al. Policy Proposals 
· Disclosure obligations 

· Developers 

· Users

· Risk management 

· Staged release

· Non-discrimination audit 

· Content Moderation 

Copyright, personal data, and proprietary information concerns 
· Curated training datasets 

· Limits on access to datasets containing personal data and proprietary information 

AI and National Security 
AI Chip Export Controls on China 
· Impact of China’s AI ambitions, military-civil fusion

· Anxiety about Taiwan (chip dependence)

· Effect of CHIPS Act (August 2022)

· Defined by technical parameters

· Parallel processor greater than 300 tera operations per second

· Interconnect speed greater than 600 gigabytes per second

· 4 chokepoints approach

· 1. Access to high-end chips

· 2. Access to U.S.-made chip design software

· 3. Access to U.S. built semiconductor manufacturing equipment

· 4. Access to U.S. built components

· Impact on US producers

· Nvidia,  AMD,  Mentor Graphics, Cadence and Synopsys

Senate Report on AI
· US has largely not put focus on AI 

· AI is dual use technology – commercial and military application 

· Problem of talent in Gov: not getting the best and brightest – everyone’s going private

· Creation of Military Digital Corp 

· Issue with visas – tied to jobs and strong immigrant talent acquisition 

· so they need to get more secure immigration and then encourage China’s brain drain (helps us and hurts China) 

· Underperformance of American stem graduates 

· Accelerate AI innovation - no urgency in Washington

Cryptography Fundamentals 
· Cryptography basics 

· Plaintext

· Ciphertext

· Symmetric key cryptography 

· Public key (asymmetric) cryptography
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Cryptography 
· Encryption – Symmetric Private Key, Asymmetric Public Key → how you send it

· Caesar Cipher – when it is transmitted by non-randomized shift

· MOST BASIC

· Shift Encryption Algorithms 

· One time pad 

· Set random and distinct shifts for each character in the plaintext string 

· Randomness of shifts frustrate frequency analysis 

· Key must be the same length as the text

· Key can only be used to remain effective 

· Weakness: one time pad must be securely shared between Alice and Bob

· RSA Encryption→ how you send the encrypted messages  

· Easy to compute in one direction, but almost impossible to reverse

· Asymmetric encryption 

