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Section 902 - Intellectual Property Issues for the Generalist

Copyrights

By Lynne M. Durbin, Esquire
General Counsel and Secretary
Adhesives Research, Inc.
400 Seaks Run Road
Glen Rock, Pennsylvania 17327

Prepared for ACCA Annual Meeting, 2002

COPYRIGHT BASICS

1. Whatis copyrightable?

A. 17 U.S.C. §102 states that copyright protection exists “in original works of
authorship fixed in any tangible medium of expression, now known or later
developed, from which they can be perceived, reproduced or otherwise
communicated, either directly or with the aid of a machine or device”.

B. Works of authorship include the following categories:

Literary works;

Musical works;

Dramatic works;

Pantomimes and choreographic works (these must be notated or recorded in
order to obtain protection);

Pictorial, graphic and sculptural works;

Motion pictures and other audio-visual works;

Sound recordings;

Architectural works (these include a building’s form and the arrangement of
spaces and elements and the design) and

9. Software.

BN

% N o

C. Copyright protection exists in the expression of ideas but not in the ideas
themselves. Therefore, if one of your company’s employees was writing a
technical article, the company would have protection in the written article itself,
but no protection with respect to underlying scientific facts set forth in the article.
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2. When does a copvright exist?

A. A copyright exists upon the creation of a work, regardless of its publication.
Once a work is created, it does not need to be published to have copyright
protection.

3. Is marking necessary for copvright protection?

A. Generally, since March 1, 1989, it has been unnecessary to mark works in order to
obtain copyright protection. Nevertheless, most practitioners and commentators
agree that it is still a good practice to mark a work so potential infringers are on
notice of the copyright status of the work and cannot claim innocence or lack of
knowledge.

The appropriate way to mark a written work is as follows:
©2002 Lynne M. Durbin.

The © is the Universal Copyright Convention symbol. In lieu of its use, the word
“copyright” or the letters “copr” will suffice. The date indicates the year of first
publication of the work. The name should be the full name of the copyright
owner.

e

For phonographs and sound recordings, a “p” in a circle is used in lieu of the ©.

For those who may seek copyright in semiconductor masks, an “m” in a circle
replaces the “c” and there is no need to show a date of first publication.

4. Is it necessary to register a copyright?

A. As indicated above, copyright exists on the creation of the work, regardless of
publication. However, there are numerous benefits to registration of a copyright,
including the following:

1. Registration is required before an infringement suit may be filed.

2. Registration establishes a public record of the copyright that puts the world on
notice. This can deter claims of “innocent” infringers.

3. If a copyright is registered within five (5) years of publication, the registration
is prima facie evidence of the validity of the copyright.

4. 1If the work is registered within three (3) months of publication or prior to
infringement, statutory damages and attorney’s fees may be available in court.
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Otherwise, damages would be limited to actual damages plus the infringer’s
profits earned from the actual use of the infringing work, if any.

5. Registration allows the copyright owner to record the registration with the
U.S. Customs Service for protection against importation of infringing copies.

5. How is a copyright registered?

A. Filing for a copyright is a very simple matter which requires completion of a form
from the U.S. Copyright Office (sample form attached), payment of a Thirty
Dollar ($30) filing fee and a deposit of samples of the work. Each medium of
work has a different form and different requirements for depositing samples of the
work.

The straight-forward rules on filing for and renewing copyrights
are contained in the U.S. Copyright Office website at
http://www.loc.gov/copyright/circs/circl.html. Forms can be downloaded from
the site.

6. What are the benefits of copvyrighting a work?

A. Copyrights are personal property rights and can be transferred by written
agreement, by operation of law, by will or through intestate succession. They
have value because the law provides the copyright holder with the exclusive right
to reproduce, distribute to the public, perform in public, and display in public, the
copyrighted work. The law also gives the copyright owner the right to prepare
derivative works. These are works based upon and incorporating, at least in part,
the expression of the original copyrighted work.

B. Copyrights of any value are normally licensed for a royalty or sold or assigned for
a fee.

C. The existence of a registered copyright will allow the holder to sue others for
infringement of the copyright and obtain actual as well as statutory damages.

7. What is the term of copvright protection?

A. For all works published after January 1, 1978, copyright protection attaches as
follows:

1. From creation through the end of the author’s life, plus an additional 70 years;

2. For anonymous works or works-made-for-hire, for 95 years from the first
publication or 120 years from the year of creation, whichever expires first.
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B. For works that were published or registered before January 1, 1978 (these works
needed either to be published with a copyright notice, or registered, if held in
unpublished form), the original term was 28 years, with renewal for an additional
28 years. Subsequent amendments to the copyright law have extended the period
of renewal to 67 years, for a potential total of 95 years (28 plus 67).

8. What type of protections do copvrights enjoy internationally?

A. Each country has its own set of copyright laws. If your company is particularly
concerned about maintaining a copyright in a certain country, then contact with
local counsel and proper registration is a must.

B. There are two international conventions which cover copyrights:

1. The Berne Convention for the Protection of Literary and Artistic Works. This
convention is enforced and governed by the World Intellectual Property
Organization (WIPO).

Signatories to the Berne Convention must agree to the following four basic
protections:

a) Each signatory country will give other signatory countries’ works the
same protection in its country as it gives its own citizens’ works;

b) A signatory country may not require copyright notices or registration in
order to grant copyright protection;

¢) The minimum length of a copyright must be for the life of the author plus
50 years; and

d) Each signatory country must protect the “moral rights” of the author.
[Moral rights are not much understood in the United States. Although the
U.S. is a signatory to the Berne Convention, there is little U.S. case law
dealing with moral rights. In Europe, moral rights subsist in the author of
a protected work. Even if the author assigns the copyright on his work to
another party, the author can still exercise his “moral rights” to prohibit
certain uses of the work or changes to the work which would be
detrimental to his original creation. For example, if the author had sold or
assigned his copyright to a black-and-white film, he could still step in to
prohibit the colorization of that film.]

C. The Universal Copyright Convention. This convention is cited less frequently
since the enactment of the Berne Convention.
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HOT BUTTONS FOR SMALL LAW DEPARTMENT PRACTIONERS AND
GENERALISTS

1. Does your company really own the copvrighted work?

A. Works Made for Hire - The copyright law recognizes that an employer or other
person for whom a work is prepared is considered the author for copyright
purposes. Specifically, the law provides that a work made for hire is “a work
prepared by an employee within the scope of his or her employment” or “a work
specially ordered or commissioned for use as a contribution to a collective work,
as a part of a motion picture or other audio-visual work, as a translation, as a
supplementary work, as a compilation, as an instructional text, as a test, as answer
material for a test, or as an atlas, if the parties expressly agree in a written
instrument signed by them that the work shall be considered a work made for
hire” (17 U.S.C. §101, emphasis added).

B. Standard Agreements - The biggest issue regarding works made for hire for most
companies arises in connection with the use of independent contractors.
Companies frequently hire contractors or consultants to create software, design or
update websites, or to provide other creative services. These contractors do not
fall into the category of “employees”, so a company must take specific steps to
obtain rights to copyright ownership. This should be done through written
assignments of ownership and acknowledgment of work-for-hire status in the
contract for services or in the purchase order. It is important that both parties sign
the document. (Sample language for assignment of these rights is included at the
end of this paper.)

If your company does not use a standard independent contractor agreement or if
all non-standard agreements do not cross your desk, consider adding such
assignment language to your purchase order forms.

C. Website Issues —

1. Most companies and counsel have dealt with the issue of software design and
ownership by this point. However, many companies are still in the process of
setting up websites and may not yet have encountered issues specific to
website development. As with any other work-made-for-hire, the company
and the website developer will want to determine precisely who has rights to
the website. Naturally, each party will own whatever original information it
brings to the process. For the website owner, this is usually content. For the
developer, it is sometimes content, but more likely will be the tools needed to
create and operate the website.

This material is protected by copyright. Copyright © 2002 various authors and the American Corporate Counsel Association (ACCA). 8
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Although this is a natural delineation of ownership, it may not be
advantageous to your company. As owner of the website, your company will
want to own as much of the copyright and other intellectual property relating
to the website as possible so that it will be able to move the website to a
different host, give it to a new development team if the initial one does not
work out, or be able to reuse part or all of the website information as part of
other projects, in either electronic or more tangible mediums.

Since web designers may have a legitimate interest in retaining some rights in
the site, it is important to have an array of options for handling ownership
issues. Various techniques for solving ownership problems include: allowing
the developer to own a significant portion of the website, provided it grants
back to the company broad rights for use and/or agrees that it will not use the
website materials with competitors of the company; negotiating a perpetual
license to use the developer’s pre-existing content and tools in connection
with the operation of your site; and granting the developer greater credit on
your website for its design team, as a trade-off for the developer giving the
company broader rights. In connection with the latter point, the company may
wish to limit the right to hyperlink to the designer’s site, suggesting instead
the use of pop-up boxes. This will keep users at the company’s site and not
lose them to the designer’s site.

A further consideration in website development agreements is the possibility
of the company site infringing upon other copyrighted materials. It is useful
to obtain representations from each party that their content or creation does
not infringe rights of others. This will be particularly useful in allowing your
company to seek the safe harbors of the Digital Millennium Copyright Act
that will be discussed in greater detail later in this paper.

2. Is vour company giving away its rights in copvyrighted works without its
knowledge? or What are Your PR and R&D personnel doing?

A. In a small law department context, it is often difficult to train all segments of the
business in all areas in which they need training. This is particularly true in terms
of the wide range of training that could be provided to marketing and PR
personnel and to technical and R&D personnel. In both of these areas, individuals
are frequently creating original works that would be subject to copyright by your
company. These works may take the form of articles for technical journals,
papers for presentation at technical conventions and conferences, and marketing
and public relations materials.

Frequently, your employees will receive copyright assignment forms from
magazines or technical journals in which they wish to place an article or from
conference organizers. Many of these employees will not seek your input before
executing these documents and will sign away your company’s rights. While
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there is no 100% foolproof method to prevent this, it is well worth your time to
send at least a broadcast email or memorandum to the people in these departments
informing them of the need to review any assignments of copyrights with you
prior to execution of such documents. Sometimes, you will be able to avoid the
assignment altogether. Frequently, you will be able to contact the proposed
assignee and work out an arrangement whereby you will retain some, if not all of
the rights with respect to future use of these materials. If you are not able to
retain the rights, you should be able to negotiate the areas in which the materials
will be used by the assignee.

3. Is your copving machine always busy?

A. Although most business people show a familiarity with the idea of copyrights, an
amazing amount of copying of magazines, newspapers, and journal articles for
internal circulation goes on in companies. If this is done to excess, it can subject
a company to potential copyright infringement actions from the owners of the
works being copied.

If you anticipate significant copying of articles within your organization, the
simplest way to obtain rights to make multiple copies is to obtain a license
through the Copyright Clearance Center, Inc. (http:/www.copyright.com). The
Copyright Clearance Center is a not-for-profit organization that provides licenses
for reproduction and distribution of copyrighted materials throughout the world.
It represents over 9,600 publishers and hundreds of thousands of authors and
other creators.

The Center gives annual blanket licenses to participating companies who pay a
single fee to photocopy portions of copyrighted articles for internal use only. If
material is to be used for external purposes, then your company must pay royalties
to the owner or the publisher of the material.

Many small companies feel that it is too costly to use the Copyright Clearance
Center to obtain a license. If your company falls in this category and significant
copying is being done from any one source, either additional subscriptions should
be obtained or a direct license should be worked out with the copyright holder.

4. 1Is vour website/chatroom/bulletin board creating liability issues?

A. The digital age has brought with it a whole new realm of issues to be handled
under the copyright law. The courts have struggled with the application of
traditional copyright principles to many of the issues that arise with web-related
activities. In an effort to resolve several of the issues that had been surfacing,
Congress passed the Digital Millennium Copyright Act (DMCA) in October of
1998 (effective January, 1999).

This material is protected by copyright. Copyright © 2002 various authors and the American Corporate Counsel Association (ACCA). 10
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Among other things, the DMCA added a new §512 to the Copyright Act, creating
four new limitations on liability for infringement by online service providers.
[Although there are nuances to the definition of “online service provider”
depending on which portion of the new law is in question, essentially, a service
provider is defined as “a provider of online services or network access, or the
operator of facilities therefor” (see 17 U.S.C.§512(k)(1)(B).) Therefore, most
companies that have websites that offer services or provide links to other sites
should be able to take advantage of the provisions of the new law.]

The new limits on liability are for:

Transitory communication;

System caching;

Storage of information on systems or networks at the direction of users; and
Information location tools.

P

The DMCA provides a complete bar to monetary damages and restricts
availability of injunctive relief in these areas.

In order for a company to comply with the DMCA, it must do the following:

1. Register a designated agent for service with the U.S. Copyright Office. This
entails paying a $20 fee to list your designated agent.

2. Respond promptly to claims that infringing material is posted on the company
site. (This usually means removing the offending material or disabling any
links to the offending material.)

3. Implement a website copyright infringement policy. (This would usually be
done by posting a website use policy on the company site for those using the
site and by adding language to your employee manual, if you provide network
connections to employees.)

If your company is involved in providing services through websites and on the
Internet, particularly in the areas of framing, crawling, caching and linking, you
should familiarize yourself with the provisions of this Act. There is limited case
law interpreting the DCMA at this time, so there may be some latitude in its
application.

Since the DCMA is detailed and has different conditions that apply to each of the
four areas of limitation, a copy of §512 is attached to the end of this paper. You
should review the terms of the Act carefully to determine if it provides your
company with the necessary protection.

This material is protected by copyright. Copyright © 2002 various authors and the American Corporate Counsel Association (ACCA). 11
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5. What happens if your company engages in infringing activity?

A.

2.

Copyright infringement results from the actual copying or derivation of
copyrighted material without license or other permission from the author or
copyright holder. Infringement requires a work to be “substantially similar” to
the copyrighted work.

Remedies available to the author or copyright owner include injunctions,
recovery of actual damages and profits of the infringer, and statutory damages if
registration has been timely accomplished. Occasionally, criminal prosecution
can result.

If your company is requested to cease and desist from infringing a copyright
prior to the commencement of litigation, retractions and acknowledgments may
be sufficient to settle the matter. If that does not work, a license for the use will
most likely be required.

If litigation commenced, depending on the area in which the infringement took
place, the company may find safety in one of the safe harbors under the DCMA
(discussed above). Otherwise, there are two other standard defenses:

The First Sale Doctrine — This doctrine permits the purchaser of a particular
copy of a work to sell or otherwise transfer the work without permission. This
is a very limited defense and probably will not cover most activities within a
corporation.

Fair Use — This defense permits criticism, comment, news reporting, teaching,
scholarship, research and similar activities using the copyrighted work. It is
not usually available to organizations if there is a commercial basis for the
copying. However, it does constitute the most significant defense outside of
the DCMA and should be considered if your company is in an infringement
position..

In order to effectively mount a fair use defense to a claim of infringement, the
company’s activities must meet a four-part test applied by the courts:

a) What is the purpose and character of use? -

(1) is the use commercial in nature?;
(i1) is the new work transformative?.

b) What is the nature of the copyrighted work? —

(1) creative works tend to be granted greater protection than more
mundane works, such as fact compilations.
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c) What is the amount and how substantial a portion of the work was used in
relation to the work as a whole? —

(1) this is the copying/substantially similar issue — the more you copy,
the more likely you are to be infringing.

d) What is the effect of use on the potential market or value of the work? —

(1) will it deprive the owner of copyright license fees?

The case law is very fact-specific. Essentially, the more commercial the use, the
greater amount of the work copied, and the more revenue being diverted from the
owner of the copyright, the more likely it is that the defense will fail.

For examples of cases with disparate outcomes, see:

1.

E.

Campbell v. Acuff-Rose Music, 510 U.S. 569 (1994). This case dealt with 2
Live Crew’s parody of “Oh, Pretty Women”. Since the song was a parody,
the court found that even though a great deal of the original work was used, it
was necessary to do so in order to carry out the parody. The court also found
that the parody did not deprive the owner of “Oh, Pretty Women” of sales of
the original recording. The court reasoned that those who bought the parody
would be just as likely to buy the original. The court found the parody to be a
matter of fair use.

A&M Records, Inc. v. Napster, Inc., 239 F.3d 1004 (9™ Cir. 2001), reached
the opposite result. In this case, the court found that complete works were
being copied (not just some portion thereof) and that these copies were
depriving the owner of copyright license fees. The court found the activity
did not constitute fair use.

Suntrust Bank vs. Houghton Mifflin, 252 F.3d 1165 (11th Cir. 2001), dealt
with the book, The Wind Done Gone, which looked at the story and characters
of Margaret Mitchell’s Gone With the Wind from the point of view of the
slaves. The court found the work to be transformative and a fair use.

. Castle Rock Entertainment, Inc. vs. Carol Publishing Group, Inc., 150 F.3d

132 (2™ Cir. 1998), dealt with a trivia book based on the Seinfeld show. The
court found no transformative features and determined the book did not
constitute fair use.

In light of the vagaries of the protection surrounding this defense, it is best to
counsel your company personnel to avoid infringement in the first instance.
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Sample Assignment of Rights Clause

L. For Consultants/Independent Contractors
Title and Copyright Assignment

Consultant and Company intend this to be a contract for services and each
considers the products and results of the services to be rendered by Consultant
hereunder (the “Work™) to be a work made for hire. Consultant acknowledges
and agrees that the Work (and all rights therein, including, without limitation,
copyright) belongs to and shall be the sole and exclusive property of Company.

If for any reason the Work would not be considered a work made for hire under
applicable law, Consultant does hereby sell, assign, and transfer to Company, its
successors and assigns, the entire right, title and interest in and to the copyright in
the Work and any registrations and copyright applications relating thereto and any
renewals and extensions thereof, and in and to all works based upon, derived
from, or incorporating the Work, and in and to all income, royalties, damages,
claims and payments now or hereafter due or payable with respect thereto, and in
and to all causes of action, either in law or in equity for past, present, or future
infringement based on the copyrights, and in and to all rights corresponding to the
foregoing throughout the world.

If the Work is one to which the provisions of 17 U.S.C. 106A apply, the
consultant hereby waives and appoints Company to assert on the Consultant’s
behalf the Consultant’s moral rights or any equivalent rights regarding the form or
extent of any alteration to the Work (including, without limitation, removal or
destruction) or the making of any derivative works based on the Work, including,
without limitation, photographs, drawings or other visual reproductions of the
Work, in any medium, for Company’s purposes.

Consultant agrees to execute all papers and to perform such other proper acts as

Company may deem necessary to secure for Company or its designee the rights
herein assigned.

This material is protected by copyright. Copyright © 2002 various authors and the American Corporate Counsel Association (ACCA). 14
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II.

For Employees
Assignment of All Rights

Company Work-Product — The Employee agrees to disclose fully to the
Company, and to assign and transfer to the Company immediately upon
origination or acquisition thereof, the right, title, and interest in and to any and all
inventions, discoveries, improvements, innovations, copyrights, trademarks, trade
secrets, and/or designs (“Work Product”) made, discovered, developed, or secured
by the Employee, solely or jointly with others or otherwise, either:

(a) during the period of (his/her) employment, if such Work Product is related,
directly or indirectly, to the business of, or to the research or development
work of the Company and/or its Affiliated Companies;

(b) with the use of the time, materials, or facilities of the Company and/or any of
its Affiliated Companies; or

(c) within one (1) year after termination of such employment if conceived as a
result of and is attributable to work done during such employment and relates
to a method, substance, machine, article or manufacture for improvements,
procedure and/or process within the scope of the business of the Company
and/or any of its Affiliated Companies, together with rights to all intellectual
property rights which may be granted thereon.

Immediately upon making, discovering, developing, or securing any such Work
Product, Employee shall notify the Company and shall execute and deliver to the
Company, without further compensation, such documents as may be necessary to
prepare or prosecute applications for such Work Product and to assign and
transfer to the Company his/her right, title and interest in and to such Work
Product and intellectual property rights thereof. Employee acknowledges that
he/she has carefully read and considered the provisions of this Paragraph and,
having done so, agrees that the restrictions set forth herein are fair and reasonable
and are reasonably required for the protection of the interests of the Company, its
officers, directors, other employees, and Affiliated Companies.
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Patents and Trademarks

l. Patents

(A) Definition:

A U.S. patent is a grant for a fixed period of time from the U. S.
government, obtained through the U. S. Patent and Trademark Office, to one or
more inventors of the right to exclude others from making, using, selling, offering

to sell, or importing into the United States, the invention recited in the claims.

(B) _ Types of U. S. Patents

There are three types of U. S. patents, namely, utility, design and plant
patents. Some countries also have utility model patents (typically narrowly

claimed, shorter duration, may be unexamined) but the U.S. does not.

(C)  Claims:

All three types of patents end with claims which are single numbered
sentences that define the metes and bounds of the exclusionary rights. Utility
patents typically have two types of claims, namely, independent (does not refer
to another numbered claim) and dependent claims (refers to (i.e., depends from))
at least one other numbered claim which directly or indirectly ultimately depends
from an independent claim). The independent and dependent claims which
depend therefrom form sets of claims. A dependent claim incorporates by
reference all the limitations of the claim to which it refers, 35 U.S.C. §112,

paragraph 4, and hence is narrower than the claim from which it depends. The
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primary purpose of dependent claims is to provide fall back positions in the event
a broader claim referred to is found invalid. A secondary effect, if not a purpose,
is to render the patent more focused as prior art against subsequent attempts to
patent improvements of the claimed invention. The disclosure needed to support
dependent claims many times permits one to add new claims to distinguish over

prior art not known at the time of filing.

Example 1

1. A composition comprising a mixture of components A, B, and C.

2. The composition of claim 1 further comprising component D.

3. The composition of claim 2 wherein component D is a halide salt of
compound X.

In the above example, claim 1 is an independent claim while claims 2 and
3 are dependent claims. The inclusion of components D, E and/or F into a
mixture of A, B, and C would still infringe claim 1 because the transitional phrase
‘comprising” is open ended and does not exclude any additional components as
long as A, B, and C are present. However, this is a double edged sword
because it means that if the prior art discloses a composition comprising A, B, C
and E, claim 1 would be invalid. This outcome is captured by the axiom “that
which infringes if later, anticipates if earlier” Peters v. Active Manufacturing Co.,
129 US 530, 537 (1889); Polaroid Corp. v. Eastman Kodak Co., 789, F.2d 15586,

1573, 229 USPQ 561, 574 (Fed. Cir. 1986).
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However, dependent claim 2 requires the presence of D and might avoid
invalidation over A, B, C and E,
The three different types of U. S. patents are typically distinguished by the

subject matter which is claimed.

(D) Utility Patents

Utility patents can cover a process, machine, manufacture, or composition
of matter, or any improvement thereof, 35 USC §101. A machine is typically
associated with a mechanical invention having moving parts, whereas a
manufacture is typically associated with a mechanical invention having no
moving parts, e.g., a screwdriver or shovel. However, computers are considered
machines. (In re Alappat 31 USPQ 2d 1545, 1527 (Fed. Cir. 1994)). Utility
patents cannot cover an abstract idea, principle or force, law of nature, or natural
phenomenon, but may cover the practical application to a useful end of the
foregoing. Diamond v. Diehr, 450 US 175, 185, 187-88, 209 USPQ 1, 7-9
(1981). Recently, the CAFC ruled that business methods are patentable subject
matter, State Street Bank & Trust Co. v. Signature Financial Group, Inc., 149
F.2d 1368, 47 USPQ 2d 1596, (Fed. Cir. 1998); cert. Denied, 119 S. Ct. 851

(1999).

(i) Legal Requirements

The legal requirements for a patent in the U. S. are created by

federal statute (35 USC). There are no state law requirements. The
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statute is implemented by rules found in 37 CFR. The legal requirements

are summarized as follows:

1.

2.

§112)

Patentable subject matter (35 USC §101)

Utility (35 USC §101 and 112)

Novelty (35 USC §102)

Nonobviousness over the prior art (35 USC §103)

Proper form and content of the patent application (35 USC

(@) Enablement

(b)  Best mode

(c)  Written description

(d)  Claims

Payment of Fees

(@)  Filing fee ($740.00)

(b)  Publication fee ($300.00)
(c) Issue fee ($1,280.00)

(d)  Maintenance fees ($880.00; $2020.00 ; $3100.00)'

Subject Matter

Patentable subject matter was discussed above in Section

' Maintenance Fees are due at year 3.5, 7.5 and 11.5 measured from issue date.
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(b)  Utility

The utility requirement is typically easily satisfied since
almost any practical utility will suffice. Sometimes difficulties are
encountered in Biotech cases where utility of a particular DNA
sequence is questioned. The most common example of subject

matter which lacks utility is a perpetual motion machine.

(c)  Novelty (35 USC §102)

The novelty requirement refers to standards which attempt to
ensure the invention is new. However, instead of identifying when
something is new, the statutory requirements (35 USC §102) are
phrased in terms of acts or events which can negate novelty if they
occur. It is for this reason that the novelty defeating events are
often described as “bars.”

Moreover, most of the novelty defeating events also have a
time dimension, i.e., they must occur prior to certain events
associated with the invention, and a geographic dimension. The
events, timing and geographical location are summarized in

simplified form at Table 2.
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Table 2
35 USC §102
Sub Section of . : -
35 USC §102 Prior Art Event Location of Event Timing
. Before Invention of
102(a) Public Knowledge or use u.S. .
Applicant
102(a) Described in Publication Anywhere in the Before Invention of
World Applicant
102(b) Patented or Described in Anywhere in the More than 1 year prior to
Printed Publication World application filing date
102(b) Public Use of Invention u.S. Morg- thgn ‘I.year prior to
application filing date
102(b) On Sale U.s. More than 1 year prior to
application filing date
102(c) Abandonment N/A N/A
Patented in Foreian More than 12 months
102(d) C 9 Foreign Country prior to filing application
ountry ;
in the U.S.
Published in U. S. Patent
102(e)(1) Application or PCT U. S. or Foreign Before Invention by
Application published in (If PCT) Applicant
English
102(e)(2) Patented in U. S. Patent u.s. Before Invention by
Applicant
102(f) Inventlon not Invented by N/A N/A
Applicant
Invented by another who Before Invention b
102(g)(1) did not abandon, suppress u.S. . y
. . Applicant
or conceal invention
Win interference with
Applicant by establishing U. S., NAFTA or
102(9)(2) priority of Invention over WTO Country N/A
Applicant
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In order to defeat novelty, the barring event must involve or embody

each and every limitation of the claim.

(d)  Nonobviousness (35 USC §103).

The Nonobviousness requirement is directed to ensuring
that “obvious” variations to subject matter constituting part of the
“prior art” are not the subject of additional patents. The
determination of whether a variation is obvious is made with
reference to the prior art as interpreted by those of ordinary skill in
the art. “Prior art” is a term used to identify subject matter which
the hypothetical skilled artisan is charged with knowledge of in
making the determination of whether the differences between prior
art and the claimed invention are obvious. To identify the types of
subject matter available as prior art, reference is often made to that
subject matter capable of defeating novelty and includes, (even
though the term “prior art” is not mentioned in the novelty section of
the statute) patents, publications, public knowledge, subject matter
used in public, subject matter sold or offered for sale in the U.S,,
and inventions of others made in secret which have not been
abandoned, suppressed or concealed after they were made. The
term “prior” of prior art embodies a time dimension which has
different meanings depending on the category of prior art but

usually is evaluated with reference to the act of invention or the act
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of filing a patent application, by the applicant. For example, a U. S
patent is effective as prior art as of its filing date, but a foreign
patent is typically available for assertion as prior art after it
publishes.

Thus, subject matter is assigned a date it becomes effective
for purposes of assertion as prior art, e.g., publication date
(effective date), and the effective date of the subject matter is then
evaluated against the earliest effective filing date of the application.
If the effective date of the subject matter is subsequent to the
earliest effective filing date of the patent application, it is not prior
art.

If the effective date of the subject matter to be cited as art is
prior to the earliest effective filing date of the application, it is
presumptively prior art. In many instances a US patent applicant is
permitted to show its date of invention precedes the subject matter
effective date and thereby disqualify it as prior art’>. However, if the
subject matter to be asserted as prior art is in the form of a patent,
publication, public use in this country or offer for sale in this
country, the applicant can only antedate the art if its effective date
is not more than one year prior to earliest effective filing date of the

patent application.

% The ability to remove a reference as prior art by showing a date of invention which precedes the
prior art date is perhaps unique to the US. Most other countries operate on a first to file basis and the
actual date of applicant’s invention is irrelevant if the application filing date is after the prior art date.
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Thus, for certain types of prior art, a one year grace period
measured from the effective date of the prior art, is provided within
which the applicants must file their patent application to avoid the
prior art effect of the subject matter. Many times these categories of
prior art are produced by the applicant and constitute actual
embodiments of the claimed invention which can have a
devastating impact on the allowability of the claimed invention or
the validity of a patent issuing thereon.

An important exception to qualification of subject matter as
prior art in an obviousness context is that even if subject matter
qualifies as prior art for purposes of defeating novelty under 35
USC Section 102(e) (prior published or filed patent application),
102(f) (the named inventors did not invent the claimed invention), or
102(g) (prior unpublished invention of another), it will not be
available to show obviousness where the subject matter to be
asserted as art and the claimed invention were, at the time the
invention made, owned by the same person or subject to an
obligation of assignment to the same person. This is an important
exception because it prevents research within the same company
by different inventive entities from being used as prior art for
purposes of obviousness as of the date it was created (and still
secret) rather than after it publishes. The practical effect of this

exception is that it permits two different inventive entities working
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for the same company, in similar areas of research, to file two
different patent applications on the same day and avoid having the
earlier invented invention cited as prior art (which would otherwise
have a prior art date as of the date of invention) for purposes of the
nonobviousness evaluation, against the subsequently invented
invention. Companies should consider the impact of possible loss
of this exception in structuring joint research and joint venture
agreements with other companies.

The procedure for determining non-obviousness involves
determining (1) differences between the prior art and the claimed
invention, (2) the level of knowledge possessed by the hypothetical
person skilled in the art, and (3) whether the identified differences
would be obvious to the person skilled in the art. The most
common technique for showing that the differences would be
nonobvious is to experimentally compare the claimed invention with
the closest prior art and show that the results obtained by the
claimed invention are unexpected. If the results are unexpected
one argues that a person skilled in the art would not be motivated
to modify the closest prior art to arrive at the claimed invention
because he/she would not expect to obtain any benefit from the
modification. In close situations, the applicant will sometimes
assemble evidence categorized as secondary considerations, such

as commercial success, long felt need to solve a problem without a
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solution, disbelief in the industry that the invention would work and
the like.

It is important to note that the ability to submit additional
evidence of the type described above is not available when the
invention is rejected for lack of novelty. In the latter situation, one
must show that a single prior art reference fails to show or
inherently possess each and every element of the claimed
invention. Submission of experimental evidence typically is not
permitted except to disprove inherency.

Thus, the typical path to allowance is to narrow the claims
only to the extent necessary to avoid lack of novelty, and then
attack the Examiner’s assertion of obviousness with argument
and/or evidence. The best path to allowance is to uncover the best
prior art prior to preparing the application and draft the claims
initially to avoid having to narrow the claims to avoid anticipation.

This is not always possible.

(e) Proper Form and Content

The patent statute embodies the requirements of form and
content in 35 USC §112. The purpose of these legal requirements
stems from the bargain struck by the government with the inventor,
namely, the inventor must describe the invention with sufficient

particularity to enable one skilled in the art to make and to use the
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invention in return for exclusivity for a fixed period of time. Thus,
the public benefits from the disclosure after the patent expires and
typically will be free to practice the same at that time, and the
inventor benefits from a relatively short period of exclusivity which
provides the incentive to make the disclosure in the first place.

Quite often the inventor is reluctant to disclose what he/she
believes is the best way to practice the claimed invention.
However, this can be a costly mistake because the best mode
requirement is specifically designed to require such a disclosure.
Failure to comply with this requirement can result in invalidation of
the patent after a costly litigation.

The statute requires that the patent application conclude with
one or more claims which particularly point and distinctly claim the
subject matter which the applicant regards as the invention. If the
Examiner believes this requirement is not met, certain claims will be
rejected as being vague or indefinite. There is an established body
of case law which governs whether the Examiner is correct or not.
If the Examiner is correct, the claims will have to be modified to
bring them in compliance. Similar considerations apply with
respect to other rejections based on the form and content, e.g., lack
of enablement (how to make and how to use) written description,

and best mode.
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The challenge for the patent attorney is to initially draft the
patent application so that changes to the claims do not have to be
made (or at least are minimal) to meet these requirements. Recent
changes to the law have created adverse consequences to
changing, by narrowing, claims after a patent application has been
filed. In particular, it can limit the applicant’s ability to successfully
assert that the claims should cover subject matter which is only
slightly outside the literal scope of the claims because the accused
subject matter constitutes an “equivalent” of the literally claimed
subject matter. Infringement assertions of this type are said to be
governed by the Doctrine Of Equivalents. Previously, claim
changes made in response to rejections for improper form and
content would quite often be the result of compromise between the
Examiner and the attorney to get the case allowed even if the
Examiner’s rejection (under §112 ) may not have been entirely
correct. Such changes in the past typically did not have a
significant impact on the scope of the claims for purposes of
infringement. However, today even minor narrowing claim changes
made to comply with form and content requirements can
significantly impact the ability of the patent owner to stop an alleged
infringer under the Doctrine Of Equivalents. This stems from the

fact that the claim element which is the subject of the change may
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be strictly construed to be entitled to no range of equivalents, i.e., it
is confined to its literal scope.

The ultimate outcome is that it is harder than ever to draft
and prosecute a patent application in a manner that the value of the
patent issuing thereon is maximized. Moreover, it is likely that
appeal of rejections made for this reason will increase because the

patent attorney will not be willing to compromise with the Examiner.

(f) Fees
Virtually every paper filed with the U.S. Patent and

Trademark Office must be accompanied with a fee. However, the
fees paid by a small business as defined at Section 3 of the Small
Business Act, are reduced by 50%. To obtain a feel for the global
costs of filing a patent application in the U. S. and in various
countries around the world, it helps to understand the various
mechanisms by which a patent application can be filed in more than
one country.

More specifically, there are two basic options for foreign
filing a U.S. original filing, namely, (1) file national applications in
selected countries directly, or (2) file the application under the
Patent Cooperation Treaty (PCT) and then file national applications

based on the PCT application in selected countries®. Where one

® The PCT provides a simplified mechanism for filing a single patent application, referred to as an
International Application, which permits the International Application to be accorded a priority date
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wishes to file in several European countries, the first option can be
modified by filing an European Patent Application (EPA) in the
European Patent Office (EPO) to undergo a single examination for
all the European countries, and then validate an allowed EPA in
each European country of choice. A primary goal of any foreign
filing is to time the filing, such that one can claim the benefit of the
filing date of the first filed application (also known as the “priority
date”) in the country of origin (e.g., U.S.). This is accomplished for
most countries by engaging option 1 and/or 2 within one year of
first filing. Note that one can start with a PCT application and
designate the U.S. as one of the selected countries.
Table 3 provides a chart which summarizes the various

available routes to foreign filing.

that is recognized by all countries which signed the treaty (such countries are referred to as
“Contracting States”). The Contracting States include an overwhelming majority of countries with a
Patent Office. The PCT cannot, however, grant a patent. Consequently, at some point the PCT
application must be filed in each desired Contracting State to obtain a granted patent therein. In one
route through the PCT, the applicant can obtain an International Examination and a Written Opinion
regarding an examiner’s opinion of the allowability of the claims under general patent law principles.
This opinion is non-binding on the Patent Office of the Contracting State but is nevertheless
considered by such Patent Office.
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Table 3
Foreign Filing Mechanisms

First Filing in U.S.

File National Application
Directly in Selected
Countries

File PCT Application
Checking Designated
Countries

— l

For European Countries

Chapter |
File EPA in EPO

PCT Search Report
PCT Publication

19 months From Priority Date

Validate in Selected

L——20 Months From Priority date W
European Countries

Enter International
Examination (Chapter 1)

i
Enter National Phase
Without International )
Examination =) g
Z
[w] 2]
o T
T3
3
|
v
Y v Enter National Phase of

Selected Countries

For European Countries
File EPA in EPO

Validate in Selected EP
Countries

This material is protected by copyright. Copyright © 2002 various authors and the American Corporate Counsel Association (ACCA). 35



ACCA's 2002 ANNUAL MEETING LEADING THE WAY: TRANSFORMING THE IN-HOUSE PROFESSION

If one assumes a hypothetical patent application has the

following attributes:

Total Pages: 40
Pages of Drawings: 2
Total Claims: 30
Independent Claims: 3

and if one assumes it will be filed via PCT checking all 88 countries
(anything above 6 is free) including US, and checking EPO (7
countries) and that an International Examination will be requested,
the following Tables 4 and 5 summarize the costs and fees
expected to be incurred at both the PCT level and the national
stage level for this hypothetical patent application for the
enumerated countries. The data for these tables was generated by

a software program available from Global IP Estimator (see Web

Site List).
Table 4
PCT
Official/ Miscell./ Total Incl
Associate  Translation In-House Total Annuities Annuities
PCT (International) $3,017 $0 $1,200 $4,217 $0 $4,217
Report Totals $3,017 $0 $1,200 $4,217 $0 $4,217
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Table 5

National Stage

Official/ Miscell./ Total Incl
Associate  Translation In-House Total Annuities Annuities
AU Australia $1,853 $0 $964 $2,817 $6,943 $9,760
BR Brazil $2,327 $1,600 $964 $4,891 $12,565 $17,456
CA Canada $1,556 $0 $964 $2,520 $7,469 $9,989
CN China $1,882 $2,240 $964 $5,086 $14,293 $19,379
EP European $8,036 $644 $1,464 $10,144 $1,250 $11,394
Patent Office
JP Japan $3,495 $5,289 $964 $9,748 $15,145 $24,893
US United States of $3,160 $0 $0 $3,160 $6,000 $9,160
America
ZA South Africa $857 $0 $764 $1,621 $4,341 $5,962
Report Totals $23,166 $9,773 $7,048 $39,987 $68,406 $107,993

(i) Application Publication

Recently, the patent statute was changed in an attempt to prevent a
patent applicant from keeping a patent application pending in secret in the
bowels of the Patent Office until the technology covered thereby was
sufficiently commercialized (independently but subsequently invented) by
others who were unaware of the same. At such time, the applicant would
allow the case to issue and collect royalties from the unsuspecting
infringer. Such delayed patent issuances are referred to as “submarine
patents.” Consequently, any patent application filed after November 29,
2000, will be published 18 months after its filing date. This is not a

dramatic change because most other countries publish 18 months from
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the priority date which results in a publication at the same time. However,
publication can be stopped in the U. S. upon request if the U. S.
application will not be foreign filed. This protects the secrecy of the
invention if it would not otherwise be published elsewhere. While this
exception represents a compromise of the intended goal of preventing
submarine patents, such goal is to some extent achieved because patents
now expire 20 years from first filing. Thus, any pendency in the Patent
Office shortens term. Publication of the U. S. application necessitates
payment of a publication fee. The published patent application will be
effective as prior art as of its first filing date. For patents based on a
published application filed on or after November 29, 2000, which contain
claims that are substantially identical to the claims as published, the
patent owner will receive provisional rights such that a reasonable royalty
can be collected for infringement occurring on or after the date of

publication up to issuance of the patent.

(iii) Term - The Inscrutable Patent Expiration Date Calculation

Before numerous changes to patent statute, it was a simple matter
to determine the expiration date of a patent, namely, the expiration date
was always 17 years from the date of issuance. Today, the term of a
patent can vary depending on (a) when the application was filed, and on
whether it claims the benefit of the filing date of earlier filed applications,

and (b) on whether it is entitled to an extension adjustment. The current
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rules for adjusting, by extending, the term of a patent were developed to
compensate the applicant for delays by the Patent Office in conducting the
examination process. However, the rules for calculating the extension are
horrendously complex. Fortunately, the adjustment in days, if any, is
placed on the face of most, but not all, patents subject to the extension.
More specifically, for any patent application filed on or after June 8, 1995,
and on or before May 29, 2000, but issued before May 31, 2001, one
cannot determine the expiration date with certainty without reading
through the entire file history to determine whether the patent is entitled to
a patent term adjustment and what that adjustment is. This stems from
the fact that the Patent Office did not (for some unexplained reason) start
putting the term adjustment on the face of the issued patent until after May
31, 2001.

The method for calculating the adjustment also differs depending
on when the application was filed. The applicable rules and method for
calculating the additional days a patent is entitled to is beyond the scope
of this paper. However, if one assumes the days of extension appearing
on the face of the patent were correctly calculated, the following chart
presents an algorithm whereby the expiration date of any patent can be

calculated subject to the exception discussed above.
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The ridiculously complex expiration date calculation could
have been dramatically simplified had Congress chosen to pass a
once submitted bill that made the expiration date calculation the
longer of 17 years from issuance or 20 years from first filing. This
coupled with publication of all patent applications, without
exception, would also have, for the most part, also eliminated

submarine patents.

(E)  Design Patents (35 USC §171)

Design patents are entitled to the same basic exclusionary rights as
Utility Patents except the applicable subject matter is restricted to the

ornamental design for an article of manufacture.

(i) Legal Requirements

There are six (6) basic legal requirements for obtaining
Design Patent protection as follows:

(1)  Patentable subject matter

(2)  Ornamental design

(3)  Originality

(4)  Novelty

(5)  Non-obviousness

(6) Payment of fees

This material is protected by copyright. Copyright © 2002 various authors and the American Corporate Counsel Association (ACCA).

41



ACCA's 2002 ANNUAL MEETING

LEADING THE WAY: TRANSFORMING THE IN-HOUSE PROFESSION

(a) __ Subject Matter

The subject matter of a Design Patent is the
configuration, shape, and/or surface ornamentation of an

article of manufacture.

(b) Ornamental Design

The only aspects of an article of manufacture
protected by a Design Patent are its non-functional,
ornamental or aesthetic features. If the ornamental feature
is required to perform a utilitarian function in the object it is
not patentable by a Design Patent. A typical Design Patent
contains a drawing of the ornamental design and a simple

claim to the design which is shown in the patent.

(c) Originality

The originality requirement simply means that the
design was independently created by the inventor (i.e., not
copied) and possesses at least some degree of creativity.
This standard is similar to the original works of authorship

standard applicable to copyrights.
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(d) Novelty and Nonobviousness

These standards are essentially the same as those
considered in relation to utility patents, except the time

period of §102(d) is only six (6) months.

(ii) Term
The term of a Design Patent is 14 years from the date of

issuance.

(i) Fees
The filing fee for a Design Patent application is $330.00.

There are no maintenance fees.

(F)  Plant Patents (35 USC §161)

(i) Subject Matter

Plant Patents cover asexually reproduced new varieties of
plants including cultivated sports, mutants, hybrids and newly
formed seedlings other than tuber propagated plants or plants

found in an uncultivated state.
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(i) Legal Requirements

Legal requirements for plants are the same as for Utility
Patents, except a Plant Patent cannot be invalidated under 35 USC

§112 if the description is as reasonable as possible.

(i) Term
Term is the same as term for Utility Patents.

(iv) Fees
The filing fee for a Plant Patent application is $510.00. There
are no maintenance fees.

Challenges and Surprises

(i) The Exclusionary Right of Utility Patents (35 USC §271) or

Just Because You Have a Patent Doesn’t Mean You Can

Practice It

As indicated above, a Utility Patent gives the patentee or its
assignee, the right to exclude others from making, using, selling,
offering to sell, or importing into the U.S. the claimed invention.
This right is effective even against those who subsequently,
independently, invent the same invention.

Probably the most common mistaken assumption about a
patent is that it entitles the owner to practice the claimed invention.
An associated false assumption is that the prior art effect of an

issued patent prevents anyone from making an invention within the
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scope of the issued claims. To understand why the above two
assumptions are incorrect, it is useful to understand the concepts of
genus/species and dominance.

Patent claim analysis borrows terms commonly used in
biological classification in respect to the relationship between a
class or group of related objects having one or more related and
common characteristics, i.e., genus, and the members of the class
or group, i.e., species. Independent claims rarely describe a single
object or structure. Rather such claims typically describe
characteristics or sets of characteristics which can be arranged in
numerous combinations.

Each complete combination forms what is called an
embodiment of the claimed invention, or in the vernacular of
genus/species, a species of the invention covered by the genus
(independent) claim.

For example, returning to Example 1, assume claim 1 is
owned by XYZ-Company and appears in the “XYZ-Patent.” If each
of Components A, B, and C is described in the specification as
being an individual class of materials rather than a discrete
substance, they can be illustrated as being made up of hypothetical
individual substances as follows:

Component A includes substances A", A%, A3 A% .. AT0

Component B includes substances B', B B® B*...B'"%
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Component C includes substances C', C? C3 c*...c"%

Accordingly, an embodiment or species of Claim 1 would be
a mixture of A’ + B' + C*.

The relationship of genus/species can be illustrated

pictorially as follows:

Species genus (A + B +(

As can be seen from the above, many more embodiments or
species can be drawn as falling within the genus. Moreover, lets
assume that only species 1 to 4 are actually disclosed in the
specification. Now lets assume that another earlier issued patent

exists, owned by G-Company, which claims, in Claim-G, “a
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composition comprising a mixture of Components A + B”, with A
and B being described with the same species illustrated for A and B
of the XYZ-Patent, i.e., XYZ-Company obtained its patent because
adding C was considered novel and unobvious. It can be seen that
all species described and claimed in Claim 1 of the XYZ-Patent
contain an A Component and a B Component. Claim-G is therefore
said to “dominate” Claim 1 and, the making, using or selling of
Composition A’ + B? + C* would infringe Claim G. XYZ-Company
therefore could not practice its claimed embodiments without risk of
infringing Claim-G and a license would be needed or prior art
uncovered which would invalidate Claim-G.

Now lets assume XYZ-Company gets a license from
Company-G. Can XYZ-Company assume it is free to practice A’ +
B? + C*? The answer is no. If XYZ-Company does an infringement
search for A" + B2 + C*, it will discover another patent, Patent-D
owned by D-Company, filed and issued more than one year after
the XYZ-Patent issued, which covers in Claim-D, A" + B? + C*.
Since the XYZ-Patent is prior art to Patent-D, wouldn’t Claim-D be
invalid? The answer is not necessarily.

The best way to understand this scenario is to understand
the following axiom:

A single species always anticipates the
entire genus of which it is a part, but a

genus does not necessarily anticipate a
species contained by the genus.
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It will be recalled that Species 7 (C' + B? + C*) was not
disclosed in the XYZ-Patent. If it was, under the above axiom,
Species 7 of the XYZ-Patent would anticipate Genus Claim-D and
any other claim that covered C' + B? + C*. However, since Species
7 was not disclosed, it is possible that D-Company could show
during prosecution that A’ + B> + C* was not anticipated (lacked
novelty) and that A" + B? + C* produced unexpected results and
was, therefore, unobvious over the prior art of the XYZ-Patent.
Whether XYZ-Patent anticipates Claim-D is subject to complex
case law which is summarized by genus/species guidelines
published by the Patent Office. Such guidelines look at the size of
the genus actually described in the prior art and the structural
closeness of the species to the species described in the patent.
Patent-D would, therefore, be considered an improvement patent
relative to XYZ-Patent.

The point being illustrated, however, is that patentability and
infringement are entirely different concepts and merely having a
patent does not and should not lull one into a false sense of
security about the right to practice a claimed invention. Before
commercializing a new product or process, a separate infringement
search, guided by an accurate and detailed description of the

invention sought to be commercialized, should be conducted by a
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trained searcher. This is true even if a good patentability search
was conducted previously. Moreover, the more detailed the
description of the product or process to be commercialized, the
higher the probability that one will find the relevant patents and
draw the correct conclusion regarding infringement. One should
not conduct infringement searches based on generic concepts. It is
for this reason that infringement searches are typically conducted
after the specific product to be commercialized is selected along

with its method of manufacture.

(i) Adjusting to the Patent “On-Sale” Bar Test of the Supreme

Court

The on-sale bar of 35 USC §102(b) prohibits the patenting of
an invention that has been “on sale” or sold more than one year
before the filing of a patent application claiming the invention. In
November of 1998, the Supreme Court changed the test for
determining when an invention is on sale. Pfaff v. Wells
Electronics, Inc. 525 US 55, 119 S. Ct 304, 48 USPQ2d, 1641
(1998). The occurrence of an on sale event is important because it
starts a one year clock running after which time a patent on the
invention will be denied. Therefore, procedures need to be adopted
to make sure business people become sensitive to the need to

uncover facts which indicate when the clock has started, how to
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stop the clock from starting, and how to react to the clock once it
starts.
The Pfaff on sale test is satisfied when two conditions are

met, namely, when:

1. An embodiment of the invention is the subject
of a commercial offer for sale; and
2. The invention is ready for patenting.

As will be seen from the following discussion, determining
when each prong is satisfied can be much easier for the first than

the second.

(a) Ready for Patenting

The Pfaff court indicated that the ready for patenting
prong of the test can be satisfied:

1. by proof the invention was reduced to
practice (built and tested) or

2. by proof that the inventor had prepared
drawings or “other descriptions” of the
invention having a sufficient particularity
to enable one skilled in the art to

practice the invention, i.e., enabled
under 35 USC §112, second paragraph.

Thus, the Court rejected reduction to practice (a bright
line test) as the sole test for determining whether an
invention is complete and ready for patenting. It justified this
action by defining “invention,” as referred to in §102(b), as
meaning a conception that is complete. A reduction to

practice is merely one way to show a complete conception.
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Moreover, the conception must be of an embodiment
containing every element of the claim. Space
Systems/Loral, Inc. v. Lockheed Martin Corp., 271 F.3d
1076, 60 USPQ2d 1861 (Fed. Cir. 2001).

A consequence of this standard is that a tangible
embodiment of the invention does not have to be built or
tested for it to be offered for sale and start the on sale clock.
Moreover, while a full set of drawings existed in Pfaff,
subsequent decisions will have to flesh out what “other
descriptions” satisfy this element of the test. Marketing
brochures displayed at a trade show, Helifix Ltd. v. Blok-Lok,
Ltd., 208 F.3d 1339, 54 USPQ2d 1299 (Fed. Cir. 2000), and
oral disclosures to a co-worker of the functional
requirements of software in sufficient detail to enable the co-
worker to write the code for the claimed method, Robotic
Vision Systems, Inc., v. Engineering, Inc. 249 F.3d 1307,
1313, 58 USPQ2d 1723, 1727 (Fed. Cir. 2001), are
examples of such other descriptions in litigations subsequent
to Pfaff found to establish ready for patenting.

It should be obvious that any form of evidence such
as oral disclosure or documents, including lab notebooks,
project reports, trade show displays, marketing brochures,

prototypes, computer simulations, and sketches, may be
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sufficient to establish the invention was ready for patenting.
Moreover, it is not a requirement that the inventor appreciate
whether the invention is feasible. Space Systems/Loral Inc.,
v., Lockheed Martin Corp. 271 F.3d 1076, 60 USPQ2d 1861
(Fed. Cir. 2001), only that the invention at the time could
have been reduced to practice actually or constructively by
filing a patent application. One bizarre case even suggests
that an invention can be offered for sale even before it is
conceived as long as the eventual conception occurs prior to
the critical date. Scaltech Inc. v. Retec/Tetra LLC 269 F.3d
1321, 60 USPQ2d 1687 (Fed. Cir. 2001). In short, as a
product or process evolves from idea to the market place, it
will cross the threshold of “ready for patenting,” perhaps
silently, and without much fanfare. One can rarely be sure,
without investigation and analysis of records, whether or not
this threshold has been passed. Consequently, the focus of
damage control will be directed at avoiding the first
commercial offer for sale or documenting its occurrence so a

patent application can be filed within the year.

(b) First Commercial Offer for Sale

The CAFC has rejected as dicta, its former remarks in

RCA Corp. v. Data General Corp., 284 F2d 1056, 1062, 12
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USPQ2d 1449, 1154 (Fed. Cir. 1989) which suggested that
commercial activity which does not rise to the level of a
formal “offer” under contract law principles could qualify as a
‘commercial” offer for sale, because it would lead to
uncertainty. Consequently, it has adopted a bright line test
involving established principles of contract law such as those
developed under the Uniform Commercial Code (UCC) and
the Restatement (second) of Contracts. Moreover, the
question of what constitutes a commercial offer for sale is
considered by the CAFC to be a matter of Federal Circuit
Law. Consequently, the CAFC will formulate its own federal
precedent on this issue. Linear Technology GroupOne, Ltd.
v. Hallmark Cards, Inc., 254 F.3d 1041, 60 USPQ2d 1121
(Fed. Cir. 2001). Because the UCC does not define “offer,”
the CAFC has relied on the Restatement (1981) which
defines “offer” at §24 to be the manifestation of willingness to
enter into a bargain, so made as to justify another person in
understanding that his assent to that bargain is invited and
will conclude it. Thus, an offer must be communicated to a
potential customer and must indicate an intent to be bound.
Linear Technology Corp. v. Micrel Inc. ~_ F.3d |, 61
USPQ2d 1225 (Fed. Cir. 2001). Guided by these principles,

the CAFC has concluded that activities such as internal
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solicitation of pricing information from distributors and sales
representatives, publication of preliminary data sheets and
promotional information constituting preparation for placing
an item on sale, communications to its sales force and
customers through news letters and sales conferences, even
if such communications prompted a request from customers
to buy (such acts were considered preliminary negotiations),
did not constitute an offer for sale under general principles of
contract law. /d. Even where a purchase order is received
from a customer and the alleged seller records the order in a
computer, absent a manifestation of mutual assent, no offer
of sale by the alleged seller was construed to have occurred.
In this instance, only a “will-advise” acknowledgement was
made which the court concluded was an indication that the
orders were not accepted.

In EZ Dock, Inc. v Schafer Systems, Inc. v. Schafer
Systems, Inc. ___ F. 3d ___, 61 USPQ2d 1289 (Fed. Cir.
2002) the CAFC noted that the Supreme Court in Pfaff
indicated that it would consider experimental use negation
when considering whether an invention was “ready for
patenting.” However, the experimental use negation was
historically applied to a public use bar rather than an on sale

bar. While this distinction is often blurred, a concurring
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opinion by Judge Linn suggests that the factors considered
in the experimental use negation in deciding whether a “use”
is commercial versus experimental* are more aptly applied in
the on sale evaluation to resolving whether the sale or offer
for sale is “commercial”’ as required in the first prong of the
Praff test. Regardless of which prong of the Pfaff test a court
deems the experimental use negation applicable to, careful
attention should be paid to documenting facts which support
the experimental nature of a transaction involving a sale
which is really only incidental to experimentation needed to
perfect the invention. Thus, even when the invention is
ready for patenting, a sale primarily for experimental
purposes should not constitute a “commercial” sale. This
situation can arise when a trial run of large quantities of a
product needs to be conducted by a third party but the cost
of the sample is so high that the sample cannot be given
away but must be sold, typically at cost. Under these
circumstances, one would argue that such a sale is not a

“‘commercial sale” under Pfaff.

* Such factors include (1) the necessity for public testing, (2) the amount of control over the
experiment retained by the inventor, (3) the nature of the invention, (4) the length of the test period,
(5) whether payment was made, (6) whether there was a secrecy obligation, (7) whether records of
the experiment were kept, (8) who conducted the experiment, (9) the degree of commercial
exploitation during testing, (10) whether the invention reasonably requires evaluation under actual
conditions of use, (11) whether testing was systematically performed, (12) whether the inventor
continually monitored the invention during testing, and (13) the nature of contacts made with potential
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From the above, it should be apparent that interactions
between a customer, and inventors of the seller, need to be
closely monitored to minimize unintended loss of patent
rights. Such interactions should be conducted under written
agreement with documentation of the indicia of experimental
use. While the safest course of action from this perspective
is to file a patent application as soon as possible, individual
inventors or small companies may not have the resources to
implement this approach. They often need to evaluate the
performance of the invention before committing to the
expense of a patent filing. In such circumstances, all
business people and inventors need to avoid making
statements or creating documents that can be construed as
offers for sale to potential customers. Any discussions of
business terms should make it clear that an offer for sale is
not intended until it is. The trap to be avoided is to
unconsciously make an offer for sale and not be cognizant of

starting the on sale bar clock.

The First Inventor Defense to Patent Infringement

One day in 1985 an employee of Company-XYZ invents a

new process for making an old Product-P. Product-P possesses no

customers (see Baker Oil Tools, Inc. v. Geo Vann, Inc., 828 F.2d 1558, 1564, 4 USPQ2d 1210, 1214
(Fed. Cir. 1987) and Seal-Flex, 98 F.3d at 1323, 40 USPQ2d at 1453-54)
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residual effects from which the process can be reverse engineered
therefrom. Company-XYZ is reluctant to file a patent on the
process because such a patent would be difficult to police against
suspected infringers. Consequently, Company-XYZ elects to keep
the process a trade secret. The new process is adopted
commercially and the product made from the process is sold on the
open market for a number of years. The process is a great
commercial success and substantially reduces the cost of making
the product. During a routine competitive analysis search, a patent
is found issued to a competitor, Company-A, based on a patent
application filed eight years after Company-XYZ began selling
Product-P. This patent covers each and every process step for
making Product-P being practiced in secret by Company-XYZ. The
patent is shown to Jim, manager of the business selling Product-P,
who chuckles that Company-XYZ has been doing this for ten years.
He isn’t very worried because he thinks the patent must either be
invalid or Company-XYZ can just file its own patent application on
the process. He contacts his patent attorney and learns to his
horror about an interesting little quirk in the public use bar of
§102(b) of the code. Unlike §102(a) which establishes that a
person cannot patent what is already known to others, §102(b) is
primarily concerned with the policy that encourages an inventor to

enter the patent system promptly while recognizing a one year
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period of public knowledge, use, or commercial exploitation before
the patent application must be filed. Woodland Trust v. Flowertra
Nursery Inc., _ F.3d ___, 47 USPQ2d 13 63, 1365 (Fed. Cir.
1998). As a consequence, case law has developed to implement
this policy such that the commercial exploitation by Company-XYZ
of its process by selling Product-P converts the secret use of the
process by Company-XYZ to a public use. D. L. Auld Co. v.
Chroma Graphics Corp., 714 F.2d 1144, 219 USPQ 13, 15 (Fed.
Cir. 1983). Company-XYZ therefore is barred from obtaining a
patent on the process. The bad news is that the imputed public use
of the process conducted in secret does not operate as prior art
under §102(b) against Company-A which may now be able to
assert its patent against Company-XYZ. Id at 219 USPQ 16.

That was the law prior to November 29, 1999. However,
after this date, Congress created what is referred to as the First
Inventor’s Defense embodied in 35 USC§ 273. In the event
Company-A sues Company-XYZ for infringement of its method
claim, Company-XYZ may qualify for the protection of this defense
against such charge of infringement.

More specifically, as indicated at Section I-D, the State
Street Bank case opened a virgin territory of patentable subject
matter (i.e., business methods) previously believed to be

unavailable and for which little prior art had found its way into the
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Patent Office. There was an outcry from industry that invalid
patents were being issued and there was panic in the land about
not being able to continue to practice business methods previously
conducted for years. The First Inventor’s Defense appears to be
Congress’ reaction to political pressure stemming from this panic.
The legislative history of this statute reveals an attempt to
balance policy considerations of patents with trade secrets. Thus,
the risk of keeping subject matter a trade secret may have been
reduced significantly if one can work within the confines of the
restrictions of the First Inventor Defense and one is practicing a
‘method” under the statute.
To qualify for the new infringement defense against a
patented “method” one must establish:
1. commercial use:
(@) by the entity asserting the defense
(b) inthe U.S.
(c) prior to the effective filing date of the patent
being asserted; provided
2. the method being used by the entity asserting the
defense:
(a)  was reduced to practice (not necessarily in the
u.s.)
(b)  in good faith
(c) atleast one year prior to the earliest effective
filing date of the subject patent.
The sale, in an arms length transaction, of a product made
by the method, even if the method is practiced in secret, qualifies

as a commercial use of the method. In addition, use of the method

by non-profit research labs or non-profit entities such as
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universities, research centers or hospitals for the benefit of the
public will also qualify as commercial use.

The legislative history suggests that the term “method”
should be broadly construed and should cover not only a method of
doing business of the type discussed in State Street Bank, used to
perform a claimed method, but also any method for doing or
conducting operations of a business which relies on trade secret
protection. Richard Neifeld, Analysis of the New Patent Laws
Enacted November 29, 1995 82 J. Pat. and Trademark Office Soc’y
181, 196-197 (2000). Moreover, the defense extends not only to
the user of the method but also to customers of the product made
by the method (§273(b)(2)).

Restrictions on use of the defense include:

1. Not applicable if practiced method was derived from
Patentee (§273(b)(3)(B)).
2. In instances when commercial use was abandoned

(e.g., discontinued) and then restarted, cannot rely on
acts (e.g., reduction to practice) occurring prior to the
abandonment to establish the defense (§273(b)(5)).

3. The defense is personal and not transferable except
pursuant to good faith transfer of the entire business
relating to the use (§273(b)(6)).

4. In instances where business is transferred, the
defense is applicable only to sites where the method
was commercially used prior to the transfer
(§273(b)(7)).

5. The defense is limited to the process actually reduced
to practice prior to the critical one year period and
commercially used prior to the effective filing date, not
to methods embodying changes made within or after
the one year period prior to the effective filing date
unless such changes are not covered in additional,
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specifically claimed subject matter (dependent
claims?) §273(b)(3)(C).

The last restriction as worded in the statute is poorly drafted
and difficult to understand, and the above represents an
interpretation of the cited statute. If changes are made to the
method after the critical one year date but prior to the effective filing
date and the modified method still infringes the same independent
claim as the unmodified method, does the defense apply?
Presumably it does unless the modified method also infringes a
dependent claim and the unmodified method does not. Why this
should make a difference in the outcome is unclear.

The new statute makes it clear, however, that successful
assertion of the defense does not imply that the patent is invalid,
and in fact, the cases cited above would suggest that secret prior
commercial use of a process would not be prior art under §102(b)
against a third party. Whether such use would be prior art under 35
USC§102(g) would depend on whether a court construed the act of
maintaining the use in secret to be a suppression or concealment of
the method even though the product therefrom was sold to the
public.

Once case law illuminates what changes to the method are
included within the defense and what the full scope of “method” as
defined in the statute covers, one will be able to more readily

evaluate the risk of keeping subject matter a trade secret. Having
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to avoid changes to a method to avoid infringement may pose
sufficient constraints on a business that the prior inventor defense
will only be practical as a defensive reaction rather than as a

strategic goal in and of itself.

1] Trademarks

(A)  Definition:

A trademark is any word, name, symbol or sound, device or
combination of the same used to identify the source of goods and
to distinguish the source from its competitors. Service marks are
used to distinguish the source of services.

The association of the goods with the reputation of the
source endows trademarks with goodwill. Trademarks are typically

used for advertising and marketing of the goods.

(B) Legal Requirements

Trademarks in the U. S. are governed by both state and
federal law. Ownership of trademark rights are established by use
of the mark. Absent federal or state registration, common law
protects marks being publicly used. Such common law protection,
however, is limited to the specific geographical territory or region in

which the mark is actually used. Consequently, incentives for
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obtaining a federal or state trademark registration stem from the
extension of the trademark rights to an entire state (for a state
registration) and the entire country (for a federal registration).

A threshold requirement for a federal registration is use in
interstate commerce or in a type of commerce regulated by
Congress such as commerce to or from a foreign country. Thus, if
a mark is not used or to be used in interstate commerce, the federal
trademark statute, known as the Lanham Act, or Title 15 of the U.
S. Code, would not apply and one would be limited to state
trademark protection of the state in which the use occurs. |If the
products on which the mark will be placed will be engaged in
interstate commerce, a federal registration will be preferred over
state registration, although both may be obtained if desired.
Accordingly, the following discussion focuses on the legal
requirements of a federal trademark registration on the Principle

Register, which are as follows:

1. Proper subject matter
2. Priority of use in interstate commerce

3. Affixation of the mark to goods

4. Inherent distinctiveness
5. Lack of confusion with other trademarks
6. Nonfunctionality
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7. Fees

(i) Proper Subject Matter

The proper subject matter is embodied in the above
definition. Immoral or scandalous subject matter may not be
registered nor is a mark registerable if it is a common name
for the goods, i.e., it is generic, nor if the mark is protected
under federal or state statute such as a flag, coat of arms or

other insignia.

(i) Priority of Use in Interstate Commerce

The use of a mark on particular goods in interstate
commerce must precede use of a similar mark in commerce
on similar goods. The use must be bona fide and in the
ordinary course of trade (not token use). Use in interstate
commerce occurs when the mark is affixed to goods which
are sold or transported across state lines, or for a service,
where the mark is used in advertising for services rendered
in more than one state.

Where actual use has not occurred at the time of filing
the registration, one can allege an intent to use, supported
subsequently by proof of actual use before issuance of the

registration.
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(i) Affixation

The mark must be displayed on the goods, tags, or
labels affixed to the goods, or their containers so they are
observed by the public. It does no good to obtain a
trademark and keep it hidden. Proper technical use of a
trademark is required in order to maintain a federal

registration

(iv) Inherent Distinctiveness

The distinctiveness of a mark refers to its capacity to
associate goods with their source through secondary
meaning as opposed to associations stemming from the
meaning of the mark itself. The spectrum of distinctiveness
of a mark can range from arbitrary or fanciful (e.g., Exxon) to
suggestive, to descriptive and/or generic. Arbitrary, fanciful,
and/or suggestive marks are considered to be inherently
distinctive but descriptive marks are not. Generic marks are
not registerable and registered marks can be cancelled if
they become generic (e.g., aspirin). Merely descriptive
marks, while not endowed initially with inherent
distinctiveness, can acquire distinctiveness through
advertising and long use in the marketplace that creates

secondary meaning in the eyes of the consumer associating
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the goods and their source. Descriptive marks can be
registered on the Supplemental Register until they acquire

secondary meaning.

(V) Lack of Confusion with Prior Marks

Marks are judged against prior existing marks as to
whether they would create a likelihood of confusion in the
marketplace with the earlier mark. The factors considered
relevant to this determination include (1) the similarity
between the marks, (2) the similarity of the goods or services
in the mind of the consumer, (3) the strength of the mark in
term of its distinctiveness, (4) the degree of care likely to be
exercised by the consumer, (5) the marketing and
distribution channels through which the goods are
distributed, (6) the nature and extent of any actual confusion
between the existing mark and the applicant’s mark, and (7)
the nature and number of similar marks on similar goods.

The likelihood of confusion standard is somewhat akin
to the unobviousness standard in patent law in the sense
that the “prior art” is compared to the claimed invention
whereas prior marks and their associated goods are
compared to the applied for mark, and goods on which they

are used. Thus, just as it is important to conduct a prior art
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search before preparing and filing a patent application, so
too it is important to conduct a trademark search prior to
adapting a mark and filing an application thereon. Such
searching typically is performed in two stages, a knock-out
search and a detailed search. The detailed search is best
left to a professional searcher because they break the mark
into its components and search the variations of the
components. Web pages are sometimes searched as are a
wide variety of databases to cover state and even common
law marks. The knock-out search can be conducted by
anyone to see if the exact mark is available and usually

targets the records of the US Patent and Trademark Office.

(iv) Non-Functionality

This requirement is typically an issue with respect to
designs such as shapes which can have functional features
(protectable by Utility Patents) in combination with design
features which are sufficiently distinctive that the design has

acquired secondary meaning.

(vi) Fees
The application fee for filing a trademark registration

is $325.00 per class of goods or services. Additional fees
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associated with Statements Of Use in intent-to-use

applications exist as well.

(C)  Term

Trademark protection exists at the common law level as long
as the mark is being used. A trademark registration issued or
renewed after November 16, 1989, is issued or renewed for a ten
(10) year period. In addition, the Lanham Act, Section 8, requires
that an affidavit or declaration be filed with the PTO within the sixth
year (executed and filed) of registration attesting to continued use
in commerce, or excusable non-use, in order to maintain the
registration for the full ten (10) years. If a Section 8 affidavit or
declaration is not filed, the registration will be cancelled. Recent
changes in the Trademark Act , now require the Section 8 Affidavit
to be filed also at each 10-year renewal interval along with a
Section 9 Renewal.

When applicable, a combined Section 8 and Section 15
affidavit or declaration can be filed together once at the fifth/sixth
year interval. A Section 15 affidavit or declaration states that the
mark has been in continuous use for a five (5) year period and is
still in such use at the time filed. When only some goods have
been in continuous use, the statement can be narrowed to apply to

such goods by excluding the unused goods. The effect of the
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Section 15 affidavit is to make the registration incontestable which
is conclusive evidence of the validity of the registered mark and of
the registrants exclusive right to use the mark in commerce, 15

USC§1115.

(D) Challenges and Surprises - Intersection of Trademarks and

The Internet

The most visible intersection of trademarks and the internet
arises from application of trademark law to domain name
management.

A domain name is a hierarchical internet address which
uniquely identifies the location of one or more computers. Domain
names are arranged so that reading from right to left, each part of
the name points to a more localized area of the Internet. For

example, in the domain name “cacd.uscourts.gov,” “gov” is the top-
level domain (TLD), reserved for all networks associated with the
federal government. The ‘uscourts’ part specifies a second-level
domain, a set of the networks used by the federal courts. The
‘cacd’ part specifies sub-network or computer used by the United
States District Court for the Central District of California. If a user
knows or can deduce the domain name associated with a web site,

the user can directly access the web site by typing the domain

name into a web browser, without having to conduct a time-
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consuming search. Lockheed Martin Corp. v. Network Solutions,
Inc., 985 F. Supp. 949, 952 (C.D. Cal. 1997). Alternatively, a
customer who is unsure about a company’s domain name will often
guess that the domain name is also the company’s name.
Cardservice Int'l v. McGee, 950 F. Supp., 737, 741 (E.D. Va. 1997).
Thus, a domain name mirroring a corporate name may be a
valuable corporate asset since it facilities communication with
customers. MTV Networks, Inc., v. Curry, 867 F. Supp. 202, 203-
03 fn2 (S. D.N.Y.). However, since a given domain name can only
be registered to a single entity throughout the world, Intermatic,
Inc. v. Toeppen, 947 F. Supp. 1227, 1232 (N.D. lll. 1996), disputes
will arise when more than one entity seeks access to the same
name anywhere in the world.

Not only has the exclusive quality of a second-level domain
name set trademark owners against each other in a struggle to
establish a commercial presence on the internet, it has set
trademark owners against domain name owners who seek not to
use the domain name but to profit from selling them.

In this regard, a cybersquatter is an “entrepreneur” who
makes a business of registering numerous (a) generic terms such
as, books.com or food.com, for the purpose of later selling them to
a business for their value of easy recollection and attracting web

surfers, or (b) valuable trademarks of others as domain names and
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sells or licenses them to the rightful trademark owners. Those who
do the latter may also be referred to as cyber pirates.

Domain names present a special problem under the Lanham
Act because they can be used for both a non-trademark technical
purpose, to designate a set of computers on the Internet, and for
trademark purposes, to identify an Internet user who offers goods
or services on the Internet. When a domain name is used only to
indicate an address on the Internet, the domain name is not
functioning as a trademark. However, when the domain name
functions as a trademark it can infringe trademark rights. Domain
names do not act as trademarks when they are used merely to
identify a business entity. In order to infringe they must be used to
identify a source of goods or services.

Moreover, it is important to note that the act of domain name
registration typically does not establish commercial use sufficient to
support a valid trademark registration.

Trademark/domain name issues are also driven by the
trademark owner’s obligation to exercise due diligence to police
their marks and when a trademark owner becomes aware of a
domain name that is identical or confusingly similar to its mark and
is being used as a trademark, it must take action to protect the

mark.
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Trademark/domain name disputes can be viewed as falling
into two categories, namely, those involving parties wherein each
has a legitimate trademark interest and those where only one party
has such an interest.

These disputes can be conducted in a number of different
jurisdictional forums using a variety of different legal standards. The
battle is conducted on two fronts, namely, (1) acquiring the domain
names in 