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U.S. SUPREME COURT

In Metro-Goldwyn-Mayer Studios Inc. v.
Grokster, Ltd.,! the U.S. Supreme Court with a 9-0
decision adopted a new “active inducement” theory
for secondary liability in copyright matters. The
Grokster decision addresses the question of when a

technology producer is liable for the infringing
activities of third parties who use their products.
Grokster and other respondent companies distrib-
ute free software that allows computer users to
share electronic files through peer-to-peer (P2P)
networks. In a typical P2P network, member com-
puters communicate directly with each other with-
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out passing information through central servers.
P2P networks can be used to share any type of dig-
ital file; however, the recipients of Grokster’s free
software allegedly primarily used the software to
share copyrighted music and video files without
authorization. A group of movie studios and other
copyright holders, including MGM, sued Grokster
and the other respondents for knowingly and
intentionally distributing software to enable users
to infringe copyrighted works in violation of the
Copyright Act.2

The U.S. District Court in California acknowl-
edged that Grokster’s users had directly infringed
MGM’s copyrights. The district court nonetheless
granted Grokster summary judgment as to liabili-
ty arising from distribution of its software. The
Ninth Circuit affirmed. The Ninth Circuit found
that Grokster’s activities fell within the Sony
Corporation safe harbor.? In the Sony case, the
motion picture industry had sued the producers of
the then new VCR/betamax technology, claiming
that Sony and other similar defendants should be
liable for the actions of end users who ultimately
violated copyright by recording copyrighted video
material. The Supreme Court found that Sony was
not liable for the infringing activities of VCR-type
recorder users because VCR and betamax
machines were “capable of substantial non-infring-
ing uses.” The Ninth Circuit held that the P2P soft-
ware distributed by Grokster was similarly capable
of substantial non-infringing uses, such as swap-
ping research information, public domain material,
educational materials, and more.4

In the Grokster case, the Supreme Court found
that even though the P2P software in question was
capable of non-infringing uses, P2P product pro-
ducers could still be liable under an “inducement”
theory. The holding of the Grokster case is: “One
who distributes a device with the object of promot-
ing its use to infringe copyright, as shown by clear
expression or other steps taken to foster infringe-
ment, going beyond mere distribution with knowl-
edge of third party action, is liable for the resulting
acts of infringement by third parties using the
device, regardless of the device’s lawful uses.”®

The Court identified substantial evidence that
supported Grokster’s liability under the new in-
ducement theory. The evidence included various
internal memoranda and published advertise-
ments. The Court relied heavily on Grokster’s stat-
ed desire to become the next Napster. The Court
concluded that Grokster’s business model and the
lack of filtering software to stop infringing content
from being shared over the network all constituted
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affirmative steps taken to foster infringement. The
Court concluded that the new standard, which
premises liability on purposeful, culpable expres-
sion and conduct, does nothing to compromise
legitimate commerce or discourage innovation hav-
ing a lawful premise.6

Unfortunately, the Grokster decision leaves the
industry in a state of legal uncertainty. A determi-
nation of “clear expression or other affirmative
steps taken to foster infringement” is necessarily
quite fact sensitive. Similarly, the kind of evidence
that will prove “purposeful, culpable expression
and conduct” is somewhat open-ended. The Court
unanimously found that these types of evidence
were present under the facts of the Grokster case,
and remarked that the facts of the Grokster case
are “particularly notable for showing an ‘unmistak-
able’ unlawful objective.”” However, as many com-
mentators have pointed out, the kind of evidence
highlighted by the court could conceivably con-
demn many other popular and innovative software
and hardware devices that might be used to share
potentially copyrighted content.

In a second unanimous decision, the Supreme
Court overturned the Federal Circuit in a matter of
particular importance to the pharmaceutical
research and development industry. In Merck
KGaA v. Integra Lifesciences I, Ltd.,3 the Supreme
Court addressed the issue of whether use of a
patented drug invention in preclinical research,
the results of which are not ultimately included in
a submission to the Food and Drug Administra-
tion, are exempt from infringement by 35 U.S.C.
§ 271(e)(1). It is generally an act of patent infringe-
ment to make, use, offer to sell, or sell a patented
invention. However, Congress enacted The Drug
Price Competition and Patent Term Restoration
Action of 1984 (commonly known as the Hatch-
Waxman Act), which allows development of gener-
ic versions even when the reference product is still
protected by patents. The statute provides: “It shall
not be an act of infringement to make, use, offer to
sell or sell within the United States or import into
the United States a patented invention . . . solely
for uses reasonably related to the development and
submission of information under a federal law
which regulates the manufacture use or sale of
drugs” (the § 271(e)(1) safe harbor). The Hatch-
Waxman Act has generally been considered a boon
to the generic drug industry.

Beginning in 1988, Merck provided funding for
angiogenesis research conducted by Dr. David
Cheresh at the Scripps Research Institute. Angio-
genesis is the process by which new blood vessels
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develop from existing vessels. This process plays a
critical role in many diseases, including solid
tumor cancers.

Integra Lifesciences owned five patents related
to a tripeptide sequence known as the “RGD pep-
tide.” Dr. Cheresh used the RGD peptide in his re-
search. In particular, Dr. Cheresh directed in vitro
and in vivo experiments on RGD peptides to evalu-
ate the suitability of the peptides as potential drug
candidates. In 1996, Scripps initiated a formal
project to guide one of the RGD peptides through
the regulatory approval process in the United
States and Europe. In 1998, Scripps and Dr.
Cheresh shared the research on RGD peptides
with the National Cancer Institute, which agreed
to sponsor clinical trials.10

In July 1996, Integra filed a patent infringe-
ment suit against Merck, Scripps, and Dr. Cheresh
in the Southern District of California. At the con-
clusion of the trial, the district court held that,
with one exception, the

the subject of an FDA submission and the experi-
ments will produce the types of information rele-
vant to an investigational new drug application or
new drug application.”!2 The Supreme Court rea-
soned that the statutory text of § 271(e)(1) provides
a wide berth for the use of patented drugs in activ-
ities related to the federal regulatory process.

The ruling left in place certain upstream limi-
tations on the § 271(e)(1) safe harbor. In particular,
“Basic scientific research on a particular com-
pound, performed without the intent to develop a
particular drug or a reasonable belief that the com-
pound will cause the sort of physiological effect the
research intends to induce is surely not reasonably
related to the development and submission of
information to the FDA.”13 Accordingly, such activ-
ities will still be potentially infringing. The Court
also noted, however, “It does not follow from this,
however, that § 271(e)(1)’s exemption from
infringement categorically excludes either (1) ex-

perimentation on drugs

pre-1995 actions relating
to the RGD peptide were
protected by the common
law research exemption,
but that a question of fact
remained as to whether
use of the RGD peptide
after 1995 fell within the

The Supreme Court reasoned that
the statutory text of § 271(e)(1)
provides a wide berth for the use of
patented drugs in activities related to
the federal regulatory process.

that are not ultimately the
subject of an FDA submis-
sion or (2) use of patented
compounds in experi-
ments that are not ulti-
mately submitted to the
FDA. Under certain condi-

tions, we think the as-

§ 271(e)(1) safe harbor.

The jury found that Merck, Scripps, and Dr.
Cheresh infringed Integra’s patents and that
Merck had failed to show that its actions were pro-
tected by the § 271(e)(1) safe harbor. In response to
post-trial motions, the district court dismissed the
suit against Scripps and Dr. Cheresh but affirmed
with respect to Merck. Upon appeal, a divided
panel of the Federal Circuit affirmed in part and
reversed in part. In particular, the panel majority
affirmed that the § 271(e)(1) safe harbor did not
apply because “[t]he Scripps work sponsored by
Merck was not clinical testing to supply informa-
tion to the FDA, but only general biomedical re-
search to identify new pharmaceutical com-
pounds.”!! Thus, the Federal Circuit narrowly con-
strued the § 271(e)(1) safe harbor. The scope of the
safe harbor was the critical question presented to
the Supreme Court.

The Supreme Court reversed the Federal Cir-
cuit and remanded for further proceedings. The
Supreme Court held that “[t]he use of patented
compounds in preclinical studies is protected under
§ 271(e)(1) at least as long as there is a reasonable
basis to believe that the compound tested could be
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sumption is sufficiently
broad to protect the use of patented compounds in
both situations.”14 This is a broad expansion of the
§ 271(e)(1) safe harbor beyond the clinical testing
exemption favored by the Federal Circuit.

The Court declined to address the applicability
of the safe harbor on patented “research tools” used
in development of information for the regulatory
process.!® This issue will surely be the subject of a
future lawsuit.

FEDERAL CIRCUIT CASES

Claim Construction

Last year, we reported that the impending
decision in Phillips v. AWH Corp.16 promised to be
one of the most significant pronouncements on
patent law in recent years, speculating that the
court would tackle, head-on, the vexing and contra-
dictory precedent governing claim construction.
Although the court did clarify the approach to
claim construction with regard to the specification
versus dictionaries,!7 our prediction may have been
a bit optimistic.
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In the Phillips order, the Federal Circuit re-
quested amicus curiae briefs on seven questions
ranging from the use of dictionaries and other
extrinsic evidence, to the avoidance of invalidity
through narrow claim construction, to the role of
prosecution history and expert testimony, to the
deference that should be given to a lower court’s
claim construction.1®8 After an extensive submis-
sion of briefs, a prominent buzz generated through-
out the patent world, and a multitude of predic-
tions by anyone with a
U.S. Patent and Trade-

governs this approach.2? Not only can the specifica-
tion reveal a special definition or an intentional
disclaimer that illuminates what the inventor
actually sought to protect, but the specification cir-
cumscribes the meaning of a claim as understood
by one of skill in the art at the time of the inven-
tion, the Federal Circuit noted,28 citing Moba, B.V.

v. Diamond Automation.29
Moving away from the course prescribed in
Texas Digital Systems, the Federal Circuit abated
the presumption that a

dictionary definition pro-

mark Office (USPTO) reg-
istration number regard-
ing the effects of the mo-
mentous decision, we are
left primarily with the fol-
lowing rule: during claim
construction, a term’s

Claim language and the specification
substantially define the parameters
for claim construction, limiting the

reliance on extrinsic evidence, in
particular dictionary definitions.

vides the ordinary mean-
ing of a term by a person
of skill in the art.30 Rath-
er, the Court affirmed the
importance of interpret-
ing the claims in view of
the specification, limiting

usage within the claim and
within the specification
take precedence, while dictionaries, treatises, expert
testimony, and other extrinsic evidence are useful as
long as they are afforded the appropriate weight.19
The Court reaffirmed the approach to claim
construction outlined in Vitronics Corp. v. Concep-
tronic, Inc.,20 Markman v. Westview Instruments,
Inc.,2! and Innova/Pure Water, Inc. v. Safari Water
Filtration Sys., Inc.,22 while attenuating the
impact of the adverse opinion in Texas Digital Sys-
tems, Inc. v. Telegenix, Inc.23 Vitronics, Markman,
and Innova purported the importance of the use of
intrinsic evidence, most notably the claim lan-
guage and the specification, as the primary source
to determine the meaning of the disputed term.
Outlining considerations during claim con-
struction, the Federal Circuit classified the various
evidentiary sources and delineated the delibera-
tion each was to be given. The Court declared that
in some cases, the application of the widely accept-
ed meaning of commonly understood words defined
the ordinary meaning of claim language under the
guise of a person of skill in the art.24 However, in
cases with more complex terminology, the inquiry
must be more substantial. Ordinary meaning to a
person skilled in the art should be gleaned from the
claims themselves, providing substantial guidance
as to the meaning of particular claim terms.25
Additionally, other claims within the patent in
question should be inspected to further elucidate
the meaning of a claim term.26 Finally, within the
realm of intrinsic evidence, the terms should be
viewed in light of the specification. The axiom that
the patentee can be his or her own lexicographer
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the role of extrinsic evi-
dence such as dictionar-
ies. “In sum, extrinsic evidence may be useful to
the court, but it is unlikely to result in a reliable
interpretation of patent claim scope unless consid-
ered in the context of the intrinsic evidence.”3!

The Federal Circuit reaffirms longstanding
precedent as set forth in Vitronics, Markman, and
Innova, that claim language and the specification
substantially define the parameters for claim con-
struction, limiting the reliance on extrinsic evi-
dence, in particular dictionary definitions.

Judge Mayer authored a dissent, which Judge
Newman joined, that questions the ultimate im-
pact of the Phillips decision. In his dissent, he
pointed out the absence of addressing the issue of
deference to a lower court’s claim construction.
Judge Mayer pointed to issues involving fact
rather than law. Claim construction is, or should
be, made in context: a claim should be interpreted
both from the perspective of one of ordinary skill in
the art and in view of the state of the art at the
time of invention. These questions, which are criti-
cal to the correct interpretation of a claim, are
inherently factual. Judge Mayer calls for the Court
to act as other appellant courts.32

The impact of the Phillips decision was illus-
trated in Nystrom v. Trex Company, Inc.33 In
rehearing the Nystrom case, a Federal Circuit
panel withdrew its earlier opinion and authored a
new opinion with a new claim construction —
resulting in a different outcome in the case.

In Nystrom, the issue was the meaning of the
term “board.” Prior to the Phillips decision, the
term was given its dictionary definition to include
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mediums of a “rigid material.” After Phillips, the
construction was based (or limited) by the specifi-
cation, which defined “board” as made of “wood cut
from a log.” Because the specification did not sup-
port a board, other than a board made of wood, the
court limited the claim construction of the term
“board” to that made of wood.34

Infringement

In December 2004, the Federal Circuit issued
the opinion of NTP, Inc. v. Research in Motion,
Ltd.35 The U.S. District Court for the Eastern Dis-
trict of Virginia entered a verdict in favor of NTP,
Inc. following a jury verdict that Research in Mo-
tion (RIM) infringed the NTP patents numbers:
5,436,960; 5,625,670; 5,819,172; 6,069,451; and
6,317,592. The Federal Circuit upheld the district
court’s holding, finding that RIM’s BlackBerry
product infringed the NTP patent; however, neces-
sary elements of this infringement occurred in
Canada — not in the United States. The main issue
in the case revolved around how the court would
define infringement in the United States.

The controlling statute is 35 U.S.C. § 271(a),
which states, “Except as otherwise provided in this
title, whoever without authority makes, uses,
offers to sell, or sells any patented invention, with-
in the United States or imports into the United
States any patented invention during the term of
the patent therefore, infringes the patent.”36 The
court developed a “control of beneficial use” test to
find infringement of the NTP patent within the
United States, disagreeing with RIM’s assertion
that because the “Relay” component of the Black-
Berry system was located in Canada, there was no
infringement. The court stated that “even though
one of the accused components in RIM’s Black-
Berry system may not be physically located in the
United States, it is beyond dispute that the loca-
tion of the beneficial use and function of the whole
operable system assembly is the United States.”37
The case was then remanded.

RIM filed a motion for rehearing. The original
panel, which included Judges Michel, Schall, and
Linn, granted the petition. In the new opinion, the
court maintained that infringement under § 271(a)
does not require all elements of infringement to be
located within the United States.38

In another case that tends to expand the reach
of infringement actions, Eolas Technologies, Inc. v.
Microsoft Corp.,3® the Federal Circuit upheld Mi-
crosoft’s liability for infringement under 35 U.S.C.
§ 271(f).40 Regarding foreign sales, a component of
a patented invention that is knowingly supplied
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from the United States and is combined in an
infringing manner outside the United States falls
under § 271(f). Microsoft shipped a master copy of
computer code for Internet Explorer to foreign sup-
pliers, who then copied the disk and sold the copies
outside the United States. Microsoft contends that
there was no physical “component” supplied
because the master copy of computer code was
copied first. Microsoft’s petition for writs of certio-
rari was denied by the Supreme Court.4!

Utility

In the case, In re Fisher,42 the Federal Circuit
upheld the USPTO rejection of a patent for gene
fragments expressed sequence tags, termed
ESTs.43 The court determined that a claim for
ESTs encoding proteins and protein fragments in
maize lacked a specific and substantial utility,
required by 35 U.S.C. § 101, since the function of
the underlying genes was unknown:

Essentially, the claimed ESTs act as no
more than research intermediates that may
help scientists to isolate the particular
underlying protein-encoding genes and con-
duct further experimentation of those
genes. The overall goal of such experimen-
tation is presumably to understand the
maize genome —the functions of the under-
lying genes, the identity of the encoded pro-
teins, the role those proteins play during
synthesis, whether polymorphisms exist,
the identity of promoters that trigger pro-
tein expression, whether protein expression
may be controlled, etc. Accordingly, the
claimed ESTs are, in words of the Supreme
Court, mere “objects of use-testing,” to wit,
objects upon which scientific research per-
formed with no assurance that anything
useful will be discovered in the end.44

In his dissent, Judge Rader opined that the
utility requirement could be met for ESTs as
research tools, agreeing with Fisher that the EST
is similar to the microscope, in that it is a research
tool used to generate data about a sample of
unknown properties.4?

LOCAL CASES

In the prior year, a number of trademark and
copyright issues were considered by the Colorado
state courts, the U.S. District Court for the District
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of Colorado, and the Tenth Circuit. Here, we re-
view a selection of these cases.

The Copyright Act of 1976 requires authors to
register their works with the federal Copyright
Office in order to be entitled to the Act’s protections
against copyright infringement. In La Resolana
Architects v. Clay Realtors Angel Fire,46 the Tenth
Circuit addressed the issue of when copyright reg-
istration occurs. In this case, the plaintiff, La
Resolana Architects, sued Clay Realtors for copy-
right infringement after noticing that townhomes
being sold by Clay Realtors were “strikingly simi-
lar” to drawings developed by La Resolana and dis-
closed to Clay Realtors in prior negotiations that
did not result in the two companies doing business
together. La Resolana brought suit after receiving
confirmation from the Copyright Office that their
applications to copyright the drawings had been
received, but prior to receipt of a certificate of reg-
istration for copyright. Clay Realtors moved to dis-
miss the complaint, arguing that La Resolana
could not sue for copyright infringement until it
obtained a certificate of copyright registration. La
Resolana took the position that since all the neces-
sary materials for registration were received in the
Copyright Office and that copyrights were ap-
proved for registration, the effective registration
date was the date the applications were filed. The
district court found that the letter stating that the
copyrights were approved for registration was not
admissible evidence and that the copyrights were
not registered. The district court therefore conclud-
ed that the court lacked jurisdiction over the
action, and dismissed the case. La Resolana ap-
pealed the dismissal.47

The Tenth Circuit noted that there are two
conflicting interpretations of the Copyright Act’s
requirement for registration that have been upheld
by the circuit courts. The first interpretation holds
that registration occurs when the copyright owner
submits an application for registration to the copy-
right office, and the second interpretation holds
that registration occurs when the copyright office
actually approves the registration. The court re-
viewed the historical background of the Copyright
Act, the registration process, and the remedies
available for copyright infringement. The court
then turned to an analysis of the jurisdictional
requirements for an infringement action, starting
with the plain language of the statutes. The court
further explained the rationale behind the “regis-
tration approach” and the “application approach”
interpretations. Concluding that the arguments
supporting the “registration approach” were
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stronger, the court held that actual registration by
the Register of Copyrights is required in order to
pursue a copyright infringement action in a feder-
al court. The court then discussed what evidence
would constitute proof of registration, and conclud-
ed that this could be accomplished in a variety of
ways, including via an actual registration certifi-
cate.48

Regarding La Resolana’s letter from the Copy-
right Office, the lower court found that the letter
was inadmissible hearsay. Since La Resolana did
not challenge the evidentiary ruling on appeal, the
Tenth Circuit could not consider the letter as evi-
dence. As a result, the court held that because La
Resolana’s drawings were not registered at the
time the suit was brought, the district court prop-
erly dismissed the complaint, and affirmed the
lower court’s judgment.49

In Donchez v. Coors Brewing Co.,59 the Tenth
Circuit rejected Robert Donchez’s claims that he
had a protectable interest in the mark “beerman,”
and that Coors Brewing infringed the mark. (This
case was published too late to be included in last
year’s Annual Survey.) Donchez, the first licensed
beer vendor for the Colorado Rockies baseball
team, acted as “Bob the Beerman” at baseball
games and other sporting events, and provided
entertainment services on TV, radio, and in live
appearances. “Bob the Beerman” was registered as
a service mark by Donchez in the State of Colorado.
Donchez met with a company doing promotional
work for Coors Brewing Company to discuss the
use of the “Bob the Beerman” character in promo-
tional appearances and an advertising campaign.
Coors ultimately decided not to engage Donchez.
Coors subsequently began a promotional campaign
for Coors Light beer in which actors and actresses
portraying beer vendors appeared. The vendors
were referred to as “beerman” or “beerstud” in the
ads. Donchez sued Coors and their promotional
company, claiming service mark infringement at
common law, under the Lanham Act, and under
state law. The trial court granted summary judg-
ment for the defendants on all claims.5!

In order to prevail in an action for unfair com-
petition under the Lanham Act and at common
law, a plaintiff must establish as an initial matter
that the mark is protectable, and that the defen-
dant’s use of an identical or similar mark is likely
to cause confusion among consumers. To be pro-
tectable, a mark must be capable of distinguishing
the products or services it marks from those of oth-
ers. The five different categories of marks are
generic, descriptive, suggestive, arbitrary, and fan-
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ciful. These categories reflect both the eligibility for
protection and the degree of protection accorded to
a particular mark. If a term is generic, reciting
only the common name for the product or service,
it is ineligible for protection because the public has
an inherent right to call a product or service by its
generic name. A descriptive mark may be eligible
for protection, but only if it has acquired a second-
ary meaning in the minds of the public. Suggestive
marks (words that connote, rather than describe,
some quality or characteristic of a product or serv-
ice) are inherently distinctive, and thus receive
greater protection against infringement. The cate-
gorization of a mark is a factual question, and so
the court addressed the classification of the term
“beerman.”52

Donchez alleged that the term “beerman” was
suggestive, or at least descriptive, and therefore
protectable, since it was used not only for beer
vending services, but also for his entertainment
and promotional services. Coors countered with the
argument that “beerman,”

“aftermarket” automobile warranties that provided
warranty protection beyond the terms of a stan-
dard manufacturer’s warranty. Western owns two
federally registered service marks: THE ADVAN-
TAGE"® and THE ADVANTAGE PLUS® connected
with the warranty services. The Western marks
have been in use since 1983. In 1998, Hyundai
Motor America adopted “THE HYUNDAI ADVAN-
TAGE” in connection with their manufacturer’s
warranty, and “ADVANTAGE” and “ADVAN-
TAGE PLUS” as new names for updated versions
of their “Hyundai Protection Plan” extended war-
ranties. Western sued Hyundai for service mark
infringement under the Lanham Act. The district
court granted summary judgment in favor of
Hyundai on the Lanham Act claims for lost profits

and attorney fees. Western appealed.56
The Lanham Act provides for a plaintiff to
recover (1) defendant’s profits, (2) any damages
sustained by the plaintiff, and (3) the costs of the
action, subject to the principles of equity.?” The
rationale for an award of

being a composite term

profits may be based on

made up of two generic
words that are found in
all dictionaries (“beer” and
“man”) was nothing more
than the sum of its parts.

The categorization of a mark is a
factual question, and so the court
addressed the classification
of the term “beerman.”

the theory of unjust en-
richment or deterrence,
even in the absence of a
showing of actual dam-
ages. The court found, re-

Donchez’s evidence 1in-

lying on the statute, that a

cluded a telephone survey
in which “beerman” was recognized as a common
name less often than terms such as “popcorn,” “ven-
dor,” and “mascot.” Additional evidence included
affidavits from individuals who allegedly identified
the term “beerman” with Donchez’s entertainment
or promotional services. The court was not persuad-
ed, however, that the evidence established that the
mark was recognized by members of the public as
the name of Donchez’s character or services, and
therefore concluded that a reasonable jury did not
have sufficient evidence to find the mark descrip-
tive and having secondary meaning. The court con-
cluded therefore, that Donchez had no protectable
interest in the “beerman” mark, either under the
Lanham Act or at common law.53 Since Coors used
only the term “beerman” in its advertisements, and
not the registered Colorado service mark “Bob the
Beerman,” the court upheld judgment for the defen-
dants on this claim as well.54

In Western Diversified Services v. Hyundai
Motor America,55 the Tenth Circuit established the
definition of “willful” in the context of an award of
profits and attorney fees. Plaintiff Western Di-
versified Services marketed and sold “extended” or
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showing of willfulness is
required to support an award of profits. In making
this determination, the court noted that the circuit
courts are split on the state of mind required to
find willfulness, with the standard ranging from
knowing to willful and fraudulent, depending on
the court. Although the analysis must also include
a weighing of the equities, the court noted that this
welghing is inappropriate in a motion for summa-
ry judgment.58
Turning to the issue of attorney fees, the court
noted that the Lanham Act provides for the award
of reasonable attorney fees in “exceptional cases,”
but that the Act provides no definition of this term.
Relying on prior decisions, the court noted that an
“exceptional case” is one in which the infringement
is malicious, fraudulent, deliberate, or willful, and
therefore found that if a genuine factual issue was
raised with regard to willfulness, a summary judg-
ment motion would be defeated on a claim for an
award of profits as well as a request for attorney
fees.59
As the court had not previously addressed the
type of intent required for willfulness in this con-
text, it looked to the analysis of willfulness in a
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likelihood of confusion claim, and adopted that
standard, which was “whether the defendant had
an intent to derive benefit from the reputation or
goodwill of the plaintiff.”60 Even in adopting this
standard, the court noted that it did not preclude
other situations from constituting willful infringe-
ment because an award of profits must ultimately
be predicated on equitable concerns.61

Applying this standard to the instant facts, the
court found a genuine factual issue regarding
Hyundai’s knowledge of Western’s marks when it
selected the new names for extended warranties
and whether or not Hyundai intended to benefit
from Western’s goodwill. Given this factual issue,
the court found it was error to grant Hyundai sum-
mary judgment on the lost profits and attorney fees
claims relating to the extended warranties.
Accordingly, the summary judgment ruling on this
issue was reversed.62

In Todd v. Montana Silversmiths,3 the U.S.
District Court for the District of Colorado ad-
dressed the issue of copyright infringement where
the copyrighted pieces were a bracelet and earrings
that looked like barbed wire. While the court noted
that the barbed-wire jewelry had artistic appeal
and the artist, plaintiff Kathleen Todd, was skilled
in jewelry making, it found that the arrangement
of elements in the jewelry was no different than
that of public domain barbed-wire, and was there-
fore not protectable under the copyright laws.64
The court rejected the plaintiff's contention that
copyright can reside in a work’s “creative gestalt,”
a term described as meaning having “a certain
ineffable quality which is incapable of objective
description.” This standard was found by the court
to be too imprecise to maintain predictability in the
law.65 In reaching its conclusion that the barbed-
wire style jewelry was not protectable by copyright,
the court noted that it would be virtually impossi-
ble for other artists to create barbed-wire style jew-
elry without infringing Todd’s arrangement. Based
on this finding, the court granted the defendant’s
motion for summary judgment.66

LEGISLATIVE DEVELOPMENTS

Regulatory Developments

Changes to Patent Regulations
Changes in the Handling of Patent Applica-
tions Filed Without Fees. The Consolidated Ap-
propriations Act,67 which became law on December
10, 2004, made a number of changes to procedures
regarding patent applications. In a Final Rule that
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became effective on dJuly 1, 2005,68 the Patent
Office adopted a number of changes to implement
the Appropriations legislation. Patent applications
now require the payment of a basic filing (or basic
national) fee, search fee, and examination fee. For
applications filed without either the search or
examination fee, a surcharge will be required. If
the applicant does not pay the basic filing fee dur-
ing the pendency of the application, the Office may
dispose of the application.69

The Office is also eliminating the processing
and retention fee practice. The processing and re-
tention fee practice permitted an applicant to file
an application without the basic filing fee and pay
only a processing and retention fee set forth in for-
mer § 1.21(1) in order for the application to be used
as a basis for foreign filing and benefit claims.
Under the revised patent fee structures, the Office
will now require payment of the basic filing fee to
retain the application.”0

Changes to Patent Regulations — Imple-
mentation of Obviousness Standards Under
the CREATE Act. As reported in last year’s
Annual Survey article, the CREATE Act™ estab-
lished a “safe harbor” under 35 U.S.C. § 103(c) for
patent applications that are joint inventions of col-
laborating institutions. Under the CREATE Act,
subject matter that qualified as prior art will not
preclude patentability of an invention if the
claimed invention was made by or on behalf of par-
ties to a joint research agreement that was in effect
on or before the date the claimed invention was
made; the claimed invention was made as a result
of activities undertaken within the scope of the
agreement; and the application for patent for the
claimed invention discloses, or is amended to dis-
close, the names of the parties to the agreement.
An interim rule implementing these new obvious-
ness standards was issued in January 2005,72 and
a final rule, with some revisions, became effective
on September 14.73

One of the provisions of the new rule includes
a revised § 1.71(g). Section 1.71(g) specifically pro-
vides that the specification may provide the names
of the parties to the joint research agreement
(JRA) in order to meet that statutory requirement
when invoking the “safe harbor” provision of 35
U.S.C. § 103(c).™ The requirements for the execu-
tion date and a brief summary of the claimed
invention, or the reel and frame number of the
recorded JRA, were removed. Section 1.104(c)(4)
has been amended for consistency with the amend-
ment to 35 U.S.C. § 103(c) and to include the
requirements for a statement to invoke the “safe
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harbor” provision.” Section 1.109, which provided
conditions under which the Patent Office would
make a double patenting rejection in the interim
rule, was deleted in the final rule. Instead, these
guidelines will appear in The Manual of Patent
Examining Procedure (MPEP), § 804.76 Section
1.321(d) was amended to provide terminal dis-
claimer requirements for the double patenting sit-
uations that arise as a result of the CREATE Act.
The final rule eliminated the following require-
ments: (1) that the owner of the disqualified patent
or application must sign the terminal disclaimer;
and (2) that there is a restriction on separately
licensing the application or patent and the disqual-
ified patent or application.??

Changes to Patent Regulations — Foreign
Language Provisional Application and Other
Miscellaneous Matters. The rules of practice
have been amended to require that a copy of the
English translation of a foreign-language provi-
sional application be filed in the provisional appli-
cation if a nonprovisional application claims the
benefit of the provisional application.”® Previously,
an English-language translation of the provisional
application, accompanied by a statement that the
translation is accurate, must have been filed in
either: (1) the provisional application; or (2) each
nonprovisional application that claimed the benefit
of the provisional application. Certification of accu-
rate translation is no longer required.®

A number of “miscellaneous” amendments
were also made in this final rule. For example, §
1.32(a)(1) was amended to set forth the definition
of “patent practitioner” and to renumber as “a reg-
istered patent attorney or registered patent agent
under § 11.6.780

Under revised § 3.73(b), the submission of doc-
umentary evidence to establish ownership must be
accompanied by a statement affirming that the
documentary evidence of the chain of title from the
original owner to the assignee was, or concurrent-
ly is, submitted for recordation.8!

As the result of a successful pilot program,82
examiner interviews will now be allowed “in any
application if the examiner determines that such
an interview would advance prosecution of the
application.”® Thus, there will no longer be a pro-
hibition on interviews before the first Office action
in non-continuation cases under § 1.133.84

Changes to Copyright Legislation — The
Family Entertainment and Copyright Act of
2005. The Family Entertainment and Copyright
Act of 200585 was enacted on April 27, 2005. Title I
of the Act, the Artists’ Rights and Theft Prevention
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Act of 2005, criminalizes the use of recording
equipment to make copies of movies in movie the-
atres (“camcording”), as well as the pre-release of
movies and records on a computer network accessi-
ble to members of the public.

Title IT of the Act, the Family Movie Act,
exempts devices and services that allow viewers to
skip or mute “objectionable” scenes in pre-recorded
DVDs from copyright infringement.

Titles IIT and IV of the Act include updates to
the National Film Preservation Act, which imple-
ments the national film preservation plan; and the
Preservation of Orphan Works Act, which allows
libraries to engage in preservation, scholarship,
and research of copyrighted works.

Changes to Copyright Regulations —
Group Registration of Published Photo-
graphs. The Copyright Office has amended its
final regulations concerning group registration of
published photographs.86 Prior to the amendment,
an unlimited number of photographs taken by the
same photographer within the same calendar year
could be submitted in a single group registration.
The amended rule limits to 750 the number of pho-
tographs that may be identified on continuation
sheets submitted with a single application form
and filing fee.87

There is still no limit on the number of photo-
graphs that may be included in a single group reg-
istration when the applicant elects not to use con-
tinuation sheets and instead identifies the date of
publication for each photograph on the deposited
image and the applicant meets the other regulato-
ry requirements for registration of group photo-
graphs.88

The regulation encouraged applicants to use
the latter option because the registration certifi-
cate, of which the continuation sheets are a part,
serves as prima facie evidence of the date of publi-
cation of a work when it is registered within five
years of first publication.8?

The regulation also clarifies that the date of
publication for each photograph may be identified
in a text file on the CD-ROM or DVD that contains
the photographic images or on a list that accompa-
nies the deposit and provides the publication date
for each image.%

Changes to Copyright Regulations —
Preregistration of Unreleased Works. Pursu-
ant to the Artists’ Rights and Theft Prevention Act
of 2005,91 the Copyright Office published an inter-
im regulation governing the preregistration of
unpublished works that are being prepared for
commercial distribution.92 Preregistration is a new
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procedure in the Copyright Office, the effect of
which is to permit infringement claims to be pur-
sued based on unauthorized pre-release distribu-
tions. Preregistration is available for classes of
works that the Register of Copyrights has deter-
mined have had a history of pre-release infringe-
ment. These are (1) motion pictures; (2) sound
recordings; (3) musical compositions; (4) literary
works being prepared for publication in book form;
(5) computer programs (including videogames);
and (6) advertising or marketing photographs.93

An applicant for preregisration must certify
that the work is, in fact, being prepared for com-
mercial distribution and that the applicant has a
reasonable expectation that the work will be com-
mercially distributed to the public. Preregistration
is only available through the Office’s online prereg-
istration system, which is accessible from the
Copyright Office’s home page.94

Changes to Trademark Regulations — Fee
Reductions. Two rules were implemented this
year relating to fee reductions applicable to elec-
tronically filed trademark applications. The first
rule was published on January 19, 2005.95 The rule
became effective January 31, 2005. The new rules
provide for a reduced fee for certain trademark
applications filed electronically through the
Office’s TEAS (Trademark Electronic Application
System) website. A further rule published on July
6, 2005,96 provides an additional discount for appli-
cations meeting certain additional requirements,
called “TEAS Plus” applications.
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