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Supreme Court Initiates Reviews of Federal Circuit Patent Cases

R YEARS, the Supreimse Court rarely,
if ever, decided to review patent nulings
ol thee Conmt of Appeals for the Fediral
Clircuir, seemingly reflecting the vieo
theat, as a apecialized courn, thee Federal Chrcui
kniew best how w constme the Farene Act
Thiz Sugrivivse Counit terin & different. The
Coart has heard three pateni cases and, wichin
thee peast mnemth, eviersaad thie Federal Clircuir im
two signilicant apinions, ane dealing with the
dlestrivee of eiivalenns and the ather with the
soope of the Federal Circuir's jurisdicricn.

Doctrine of Equivalents

The doctrine of equivalents pives s paten
halder o right ta recover even where there iz no
liveral infripement, if the defercdann los made
anly “insubstantial” changes vo the parented
invenioa. While providing proterion againsn
what some counts call “copyisis,” the docrrine
has coused mischiel becase it s ose hand 1w
predice whar chanpes are =0 “insubstaneial”
that a jury mwdght fimad  infringement ander
the docirine.

Fescring o thar ancertaingy, amd over-
vigorons dissenes, a majority of the en banc
Feederal Charcuir Iveld in Feszo Coop, v, Shoketsu
Kinzotou Kiogreo Rabeshid Co., Lid., 134 E3d
558 {Fad, Cin 20000, thar, shemever a claiim
amended, the patent holder may nov claim any
range of equivalents for the amended clement.
That kokding was an application of prosecurion
'||iI-I|'|1'! |_'I-I|'.'|'|1|,_'|. q |||||_' I]|:|| |'¢|1'\. A palehiles
from claiming char subject mater abandoned
during prosecution infringes the paen.

Ome May I8, M2, the Supreme Couri
winphatically reversed. 123 500 1831 {2002 ).
The Coure began by reaffioming its commi-
et T o pobust dectrine of equivalenns: *IF
patents were always interprered by their liceml
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terms, iheir valoe would be greaily dmminished.
Limimpemant ard insubstanrial sulstinmes for
certain elements could defeat the patent, and
iz value o invenmors cotild be destroyed by
simple acts of copying.”

The Cown affimned the Federal Cirouirs
helding that any “nammowing amendment made
o sariefy any requirement of the Parens o™
— meot simiphy b avoid priar art — may give rise
Ik Gl l.1-.|l.||l]'b-|.'|. Panr in I'l.'||.'|'||.'.| am ahsolive bar
against infringement by equivalenis whenever
a claim s been amended, .||1c:1.'\lllr'||_- imesresd a
flexible presumption under which a patentee
mwaisr “hear the burden™ of :-hlll.l.'lr'l; thar “the
amerelment does mot sumender the particular
equivalent m o guestion.” That presumpricn ol
surrender would not apply and infringement
ol e ||||I|"||3I 1'|-r -c'!(.ll'll[lh.-.. wlheere [ articilar
equivalent “may have been unforeseeable™
when the 1H\|r: ariom was hiled or where “the
rationale underlying the amerdment may bear
me mede than a r.m|_-|.-r'|ru| relarion o the
equivalent in question,”

The absoligre bar -hlllr'fl.'li 1‘:',' rhee  Federal
Circuit had little to recommend it — it is hard
ta unelersrand why an amendment mede for any
reasom ot all should swiomarically preven:
1H1|r: atlom of the decrrine of |.'\.||I|L'.|1-:'hl:-, el
the rulle dramatically affected the vahie of many
thsissaneds af [nenns that had been amended az
a matter of course during prosecution in the
Parenr Cffice. Mow thar a flexible bar is in
place, the Federal Circuit will have the task of
-.-.'-::dc'mu {MAT e whiar ir means.

The Supreme Court's jurisdictional mling
wis bsed on June 3, 2008 in Hotmes {rroupp,

Inc. v Veenade Anr Circulatiom Syswems, Inc.,
12 = O 158 (2002 ).

Under 18 L1LS.C, §1295(a)(1}, the Federal
Clircuir bas jorisdiction over appeals from orial
courts whers jurisdiction was "kased, in whole
of im part” om DB LIS § 133K, che stanme
that gives district couns jurisdiction over
parent clabma. In Holmes, plainaifl sued for a
declarmtory judgment that it had not infringed
detendan™s made dress, and defendanr filed a
compulsory counterclaim for patent infringe-
ment. §he Suprens Cort held thar the parent
counterclaim did not confer jurisdiction on the
Pederal Clircwir.

Using the "well-pleaded complaint mile”
applied boch uncler M LUUSC § 1358 anel vinder
the federal question jurisdictional stamre, I8
LLSs.C '§' |!|‘||. 1 .":"r'f!.'ll'll.' Lo held
thar that the Fedeml Circuit has appellie
||I11l.' whien 4 '.-‘|-:'||-]":|-:'.||1:'.|
complaint — not 8 counterclaim — establishes
thisr _]":.lll.'l'll L creanes the cause of acrisn orF
thar the plintifls mght o el necearily
depends om resolurion of a substantial question
of federal potent law.” Thus, appeals in coses
with: parent counrerclaims will e decided
outside of the Federal Circuit — a developmend
wekoomed in _Illn-rr:-:' _|u|||'| Faipl Srevens con-
currence; he remarked that “occasional deci-
shong by courts with broader jurlsdicion will
provide an antidote 1o the risk that the special -
ized coum may develop an imstinmional bias.”

While Helmes is true to precedent., it will
Pramnnte
where the Federal Circuit differs with other cir-
CIIIEs O TeHN-Eleml | alkss. Tha |'|-I'|1'|I|'I I=

_||IrI:-n.||| LT

a race 1o the cowmhouss in cases

acute in the area of antitnest law, where the
Pederal Clirciir has |'\lh.|'n.1.| haosrile 1o claims
that the refusal to license intellectual propeny
can amckind o an antimest violapien.  Thaa
position, as well as the Federal Circuit's
expansive view of e jursdicrion, has doasn
critici=m from antitru=t resulators =such a=
[ hairman Tllm.llhl.' Wurts af the Federal Trade
Commission. Holmes creates a real imcentive
for any pamy with such an anrirmss clabm
o sue  first and Federal Circuit
appellare jurisdicrion.

Swcceeding terms will tell whether Féiro
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and Holmes signal a new willingness of the
Supreme Court to assert its power over the
Federal Circuit.

Trademarks

Barcamerica Int'l USA Trust v. Tyfield
Importers, Inc., 289 F.3d 589 (9th Cir. 2002)
illustrates the risks of “naked licensing” —
licensing a trademark without adequate quality
controls over the licensee. The Court of
Appeals held that Barcamerica had abandoned
its rights in a trademark for wine by failing to
exercise even minimal supervision over a
licensee’s production. Barcamerica had no
contractual rights of inspection or supervision,
had no organized testing

pended those proceedings pending the federal
case, the district court nevertheless stayed the
action, reasoning that “the issue of genericism
is within the special expertise of the TTAB”
and that the court would ordinarily give defer-
ence to the TTAB’s findings on that issue.

Copyright

In Veeck v. Southern Building Code Congress
Int’l, Inc., 2002 WL 1270117 (5th Cir. June 7,
2002), the 14 judges of the en banc Fifth
Circuit debated whether the Copyright Act
prohibits copying of the building codes of
Anna and Savoy, two small north Texas towns.
Like many local governments, the towns had
adopted verbatim a model

program and “failed to
demonstrate any knowl-
edge of or reliance on the
actual quality controls” of
the licensee. While the
consequences of naked
licensing are severe, it is
easy to comply with the
rule — the Barcamerica

[The Court had badl] the
view that, as a specialized
court, the Federal Circuit
knew best how to construe

the Patent Act.

code authored by the
Southern Building Code
Congress. Splitting 8-6,
the court held that, once
enacted into law, the codes
lost their copyright protec-
tion, because “‘the law,’
whether articulated in
judicial  opinions  or

court indicated that the
result might have been dif-
ferent had Barcamerica simply sampled the
licensee’s product onan annual basis.

In Karl Storz Endoscopy-America, Inc. v.
Surgical Technologies, Inc., 285 F.3d 848 (9th
Cir. 2002), the Ninth Circuit considered when
repair of a trademarked item constitutes
trademark infringement. Storz, a maker of
surgical endoscopes, sued firms that repair
those instruments for hospitals that own the
items. Reversing summary judgment for
defendant, the court held that repair is “use in
commerce” of the mark (a jurisdictional
requirement of the Lanham Act) when the
“trademarked product is so altered that the
substance of the transaction is a sale, and it
would be misleading to sell the product without
noting the alterations.” On this test, an owner
is allowed to repair the item itself or to arrange
for minor repairs by others, without infringing
the mark. While this holding makes practical
sense, it is difficult to square with the broad
language of 8§45 of the Lanham Act, which
deems a mark “in use in commerce” when
goods “are sold or transported in commerce.”

While most courts will not stay an infringe-
ment action pending a decision of the
Trademark Trial and Appeal Board (TTAB), a
Delaware court did just that in Microchip
Technology, Inc. v. Motorola, Inc., No. 01-264-
JJF (D. Del. May 28, 2002). After Microchip
sued Motorola for infringement of its PIC
mark, Motorola instituted a TTAB proceeding
seeking cancellation of the mark on the ground
that it is generic. Although the TTAB sus-

legislative acts or ordi-
nances, is in the public
domain and thus not amenable to copyright.”
The majority also found that, when adopted,
the codes became “facts” exempt from copy-
right protection under the merger doctrine of
8102(b) of the act. Surprisingly, the court
never considered whether the license
agreement under which the codes were provid-
ed, which prohibits copying, is enforceable as a
matter of contract law, even if the underlying
content is not copyrightable.

Ty, Inc. v. Publications Int’l, Led., 2002 WL
1068020 (7th Cir. May 30, 2002), provides an
economist’s view of fair use, presented by Judge
Richard Posner, a prominent advocate of the
“Chicago School” law and economics
approach. Judge Posner analyzed fair use
strictly from the perspective of the market
impact of the proposed use: “copying that is
complementary to the copyrighted work (in
the sense that nails are complements of
hammers) is fair use, but copying that is a
substitute for the copyrighted work (in the
sense that nails are substitutes for pegs or
screws), or for derivative works from the
copyrighted work, is not fair use.” On that
basis, the court reversed and remanded a
summary judgment finding that several books
featuring pictures of Beanie Babies, including a
“Collector’s Guide,” were not protected by fair
use. While Judge Posner’s approach will explain
many fair use decisions, the statutory fair use
factors in 8107 of the act (which the court
dismisses as “not illuminating”) direct
consideration of matters such as the “purpose

and character of the use” and the “nature of the
copyrighted work” that cannot be reduced to
purely economic terms.

A California district court in United States v.
Elcom Ltd afk/a/ Elcomsoft Co., Ltd., 2002 WL
1009662 (N.D.Ca. May 8, 2002), sanctioned
criminal prosecution of a Russian software
company and one of its employees for violation
of the anti-circumvention provisions of the
Digital Millennium Copyright Act (DMCA),
17 U.S.C. 8§ 1201(b)(1). Defendants were
prosecuted for selling software that allows users
to remove copying restrictions embedded in
books distributed in digital form (“e-books”).
The court rejected a host of constitutional
challenges, finding that the statute is not over-
broad or vague. The court determined that the
statute does not prevent fair use of copyrighted
materials, but merely limits the technological
means of exercising those rights. The decision
opens the way for vigorous criminal enforce-
ment of the DMCA.

Patents

In Juicy Whip, Inc. v. Orange Bang, Inc.,
2002 WL 1270909, (Fed. Cir. June 7, 2002),
the Federal Circuit applied the extraordinarily
stringent rules governing proof of prior public
use under §102(b) of the Patent Act. Citing
precedent extending back to The Barbed Wire
Patent, 143 U.S. 275 (1892), where the
testimony of 24 witnesses was held insufficient
to invalidate a patent, the court reversed a jury
verdict of invalidity based on the testimony of
six witnesses. In addition to finding that the
testimony was not sufficiently precise as to
certain elements of the patent claims, that
testimony was not “clear and convincing
evidence” because there was no written
corroboration concerning an essential element
of the claims, and because each of the six
witnesses had some interest in the case.

Another stringent rule was applied by the
Seventh Circuit Court of Appeals in Scheiber v.
Dolby Laboratories, Inc., 2002 WL 1307414
(7th Cir. June 17, 2002). Relying on the
often-criticized but still binding decision in
Brulotte v. Thys Co., 379 U.S. 29 (1964), the
court held that a patent owner may not enforce
a contract for the payment of patent royalties
beyond the expiration date of the patent. It
reached that result even though the licensee
had itself requested the arrangement, proposing
a lower yearly royalty in order to stretch out the
total payment. As Scheiber indicates, federal
courts will not enforce such contracts, despite
equitable reasons to do so. The result likely
would have been different if the contract were
structured to include the transfer of trade
secrets or trademarks, or the provision of con-
sulting services.
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