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IP Strategies

Trends in patent, copyright, trademark and technology development and protection

PREVENTING IMPORTATION OF
COUNTERFEIT OR PIRATED GOODS INTO
THE UNITED STATES

An important statutory, regulatory, and treaty-based
obligation of the United States Customs and Border
Protection (Customs) is to prevent the importation of
merchandisethat violatestrademarks, trade namesand
copyrightsthat have beenregistered withthe U.S. Patent
and Trademark Office and the U.S. Copyright Office.
To fulfill its obligation, Customs has established an
enforcement program that provides Customsofficerswith
current information about theintellectua property rights
being protected and enablestrademark, trade name and
copyright ownersto prevent theimportation of piratica
articles.

The Customs enforcement program enables
trademark, trade name and copyright ownerswho have
registered their intellectual property withthe U.S. Patent
and Trademark Office and recorded it with Customsto
request Customsto collect and retaininformationrelative
totherecordedintellectua property for aspecified period
of time. During thisperiod, Customswill actively monitor
importsin order to prevent theimportation of piratical
articles. Additionally, the Customsenforcement program
enablestrademark, trade name and copyright ownerswho
haveregistered their intellectual property withthe U.S.
Patent and Trademark Office and recorded it with
Customs to aert Customs about the importation of
piratical goods so that Customs can prevent such
importation.

October 2005

Trademarks and Trade Names

Procedures for recording trademarks differ from the
procedures for recording trade names. However, the
enforcement procedures for recorded trademarks and
trade names by which Customspreventstheimportation
of piratical articlesissimilar.

To record a trademark with Customs, the record
owner of atrademark registration must filean application
with Customs. Theagpplication mustincludethefollowing
information required by Customs Regulations: (1) the
name, address and citizenship of the trademark owner;
(2) the places of manufacture of goods bearing the
recorded trademark; (3) the names and addresses of
foreign personsor businessentitiesauthorized or licensed
to usethetrademark and a statement asto the use of the
trademark; (4) theidentity of any parent or subsidiary
company which uses the trademark abroad; and (5) a
filing fee of $190 per class of goods covered by the
registration. Typically, Customstakes about six weeksto
approvethe application and issue arecordation notice.
The recordation of a trademark remains in force
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concurrently with theterm of thetrademark registration.
If thetrademark registrationiscancelled or revoked, the
recordation with Customsisalso cancelled.

A trade name can also berecorded with Customsif
it has been used to
identify amanufacturer

Trademark/Trade Name Enforcement

After the recordation of atrademark or atrade name,
Customs enters the recordation into its Intellectual
Property Rights Modul e database, whichisaccessible

by its field offices.

for at least six months.
Generdly, thecomplete
business name will be
recorded unlessit can

“To record a trademark with Customs, the record
owner of a trademark registration must file an
application with Customs.”

Customsofficerscan
detain goods upon a
reasonable suspicion
that the goods bear a

beestablishedthatitis
customary to use only
apart of the complete name. Protection for atrade name
remainsinforceaslong asthetrade nameisused.

Trade names, which cannot be registered at the
Patent and Trademark Office, takelonger to be recorded
with Customs. This is because a notice of tentative
recordation must first be published inthe Federal Register
andinthe CustomsBulletin, after whichinterested parties
havethe opportunity to opposethe recordation. Notice
of final approval or

counterfeit mark or a
confusingly similar
mark of arecorded trademark or trade name based on a
search conducted in the Intellectual Property Rights
Moduledatabase.

Articleshaving counterfeit markswill be seized by
Cugtomsand forfeited in the absence of awritten consent
by thetrademark or trade name owner. Within thirty days
of the seizure, Customs will advise the owner of the
recorded trademark or trade name regarding the seized
merchandise. After
seizure of the

disapproval is published
after dl claims, rebuttals,

merchandise, Customs

and relevant evidence
bearing on therecordation
have been considered.
To record a trade
name with Customs, the

“Customs officers can detain goods upon a
reasonable suspicion that the goods bear a
counterfeit mark or a confusingly similar mark
of a recorded trademark or trade name based on
a search conducted in the Intellectual Property

will provideasampleof
the merchandisetothe
trademark or trade
name owner for
examination, testing, or

owner of thetrade name
must file an application

Rights Module database.”

other use, provided that
the trademark or trade

with Customs. The

application must include the following information
required by Customs Regulations: (1) the name, address
and citizenship of the trade name owner; (2) the name
and trade style to berecorded; (3) the name and address
of each foreign person or busi ness authorized or licensed
to use the trade name and a statement as to the use
authorized; (4) theidentity of any parent or subsidiary
company which uses the trademark abroad; (5) a
description of any merchandise with which the trade
name is associated; and (6) afiling fee of $190 per
trade name.

name owner furnishes
Customswith abond, whichisnormally set at 120% of
the value of the sample. The trademark or trade name
owner can conduct its own investigation and possibly
pursueprivatecivil remedy for infringement. Thesample
must bereturned to Customs.

If the trademark or trade name owner does not
providewritten consent to theimportation of thearticles
withinthirty daysof notification of theimportation of the
piratical articles, Customswill dispose of thearticlesin
accordance with the Customs Regul ations, subject tothe
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importer’sright to petition for relief fromtheforfeiture.
Customsmay asoimposeacivil finein counterfeit cases.
For the first seizure of the merchandise, thefineisno
morethan the domestic value of the merchandise asif it
had been genuine based upon the manufacturer’s
suggested retail priceat thetime of seizure. For second
and subsequent violations, thefineisno morethantwice
suchvalue.

Articleshaving confusingly similar trademarks or
trade nameswill bedetained for thirty days, duringwhich
timetheimporter isgiven the opportunity to establish any
of thefollowing: (1) the objectionable mark isremoved
or obliterated in such a manner as to beillegible and
incapable of being reconstituted asacondition to entry;
(2) the merchandise is imported by the owner of the
trademark or trade name or hisdesignate; (3) the owner
of thetrademark or trade name giveswritten consent to
theimportation of thearticlesand such consent isprovided
to appropriate Customs officials; or (4) the articles of
foreign manufacture bear arecorded trademark and the
one-item persona exemptionisclaimed and dlowed (the
personal exemption ruleisexplained below). Failure of
the importer to establish any of these conditions will
subject themerchandiseto seizure by Customs. However,
the owner of the

importation of infringing products or may generate
revenuethrough licensing of theimported merchandise.

Personal Exemption Rule

Articles having counterfeit or confusingly similar
trademarks and trade names can be imported under the
personal exemptionrule. Therule providesthat atraveler
arriving inthe United Stateswith aprotected trademark
article may be granted an exemption to the import
restrictions. Under thisexemption, atraveler may import
onearticle of thetype bearing aprotected trademark or
trade name. This exemption applies if the article
accompanies a traveler to the United States, it is for
personal use and not for sale, and the traveler has not
been granted an exemption for the sametype of article
within thirty dayspreceding hisor her arrival.

Copyrights

To record a copyright with Customs, the owner of the
copyright must file an application with Customs. The
application must include thefollowing information and
documentsrequired by Customs Regulations: (1) acer-

tificate of the

trademark or
trade name can
negotiatewiththe
importer during
the thirty day

“With regard to articles that Customs may suspect are piratical
copies of a recorded copyright, Customs will withhold the
delivery of the articles to their destination and notify the
importer of the detention. . .. Customs will notify the copyright

copyrightregis-
tration; (2) five
photographic
or other like-
nesses of the

detention period owner that the imported articles will be released to the copyrighted
to possibly grant importer unless the copyright owner files with Customs a work repro-
a license to the written demand for the exclusion from entry of the detained duced on paper
importer. imported articles. To exclude the detained articles from entry, unless the

By recording however, the copyright owner must furnish Customs with a copyrighted

registered
trademarks and

bond.”

work covers a
book, maga-

trade nameswith
Customs, the owners of intellectual property can have
Customs help them police the borders to prevent

Zine, periodicd,
or sound recording; (3) the nameand address of the copy-
right owner; (4) if theapplicant isaperson claiming actua
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or potential injury by reason of actual or contemplated
importation of copiesor phonorecordsof thedigiblework,
astatement setting forth the circumstances of such ac-
tual or potentid injury; (5) the country of manufacture of
genuine copiesor phonorecords of the protected work;
(6) thenameand principa addressof any foreign person
or business entity authorized or licensed to use the pro-
tected work, and a statement asto the exclusiverights
authorized; (7) theforeigntitle of thework, if different
from the U.S. title; (8) in the case of an application to
record acopyright inasound recording, astatement set-
ting forth the name(s) of the performing artist(s), and
any other identifying names appearing on the surface of
reproduction of the sound recording or itslabel or con-
tainer; and (9) an application fee of $190 per article. The
term of therecordal istwenty years, unlessthe copyright
ownership of therecording party expiresbeforethat time.

Copyrights Enforcement

After recordation of a copyright, Customs enters the
recordation into the Intellectual Property RightsModule
database, whichisaccessibleby itsfield offices. Customs
will seizeany imported

thevalue of the sample. The copyright owner can pursue
privatecivil remedy for copyright infringement.

With regard to articles that Customs may suspect
arepiratical copiesof arecorded copyright, Customswill
withhold the delivery of thearticlesto their destination
and notify the importer of the detention. Theimporter
canfileastatement denying that the articlesare piratical
copiesand aleging that detention thereof will resultina
material depreciation of thearticles' value. Intheabsence
of thedenial statement from theimporter, Customswill
seizeandforfet thearticles. If theimporter filesthedenid
statement, Customs will provide the copyright owner
information about theinfringing copieswithinthirty days
of receipt of the statement. Theinformationincludesthe
date of importation, the port of entry, a description of
merchandise, and the country of origin. Customswill also
notify the copyright owner that theimported articleswill
bereleased to theimporter unlessthe copyright owner
fileswith Customs awritten demand for the exclusion
fromentry of the detained imported articles. To exclude
the detained articlesfrom entry, however, the copyright
owner must furnish Customswith abond.

At any timeprior to seizure of thearticles, Customs

may provide a

article that it sample of the sus-
determinesisapiratical | “For a small fee, the owner of such intellectual property pect merchandiseto
copy of acopyrighted | can, with the help of Customs, prevent the importation the owner of the
work. Within thirty | of piratical articles from any port of entry.” copyright for exami-
days of the seizure, nation or testing to

Customs will advise
the owner of the copyright about theimportation of the
piratical articles.

Customs officers will refer the importer of the
piratica articles to the U.S. Attorneys Office of the
Department of Justicefor possible criminal prosecution
pursuant to the* Piracy and Counterfeiting Amendments
Act of 1982.” At any time following seizure of the
merchandise, Customs will provide a sample of the
merchandise to the copyright owner for examination,
testing, or other use, provided that the copyright owner
furnishes Customswith abond that isequal to 120% of

asssindetermining
whether theimported articleisapiratical copy. To obtain
asample under this section, the copyright owner must
furnish Customswith abond.

After noticeto the copyright owner that delivery of
thearticlesisbeingwithheld, andif the copyright owner
files a written demand for exclusion of the articles
together with the proper bond, Customswill notify the
importer and copyright owner thet, during aspecifiedtime
not to exceed thirty days, they may submit any evidence,
legdl briefsor other pertinent material to substantiatethe
claim or denial of infringement. The burden of proof is
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upon the party claiming that the article is in fact an
infringing copy. Theimporter and the copyright owner
must servethe other with copiesof any documentsfiled.
Additionally, Customswill notify theimporter and the
copyright owner that they can have additional time, not
to exceed thirty days, inwhich to provide aresponseto
the arguments submitted by the opposing party. Upon
receipt of rebuttal arguments, or thirty days after
notification if no rebuttal arguments are submitted,
Customs will forward the entire file, together with a
sample of each style that is considered piratical, to
CustomsHeadquartersinWashington D.C. for adecision.
Copiesof thedecision are sent to the copyright owner as
well astotheimporter.

Alternatively, the copyright owner can seek injunctive
relief in Federal Digtrict Court to prevent importation of
theallegedly piratical articles. Upon afavorable court
order for the copyright owner, Customswill enforcethe
order upon being provided with acopy of the order.

Patents

Customs' authority to help patent owners protect their
rightsislimited by law. Patentsare not recordable with
Customs becauseimport infringement issuesfall under
thejurisdiction of the International Trade Commission.
Suspected infringement cases are taken to the
International Trade Commission, which will issue an
exclusion order if the patent owner provesthat aviolation
has occurred. Customs can then enforce the exclusion
order in accordancewith the order’s specificterms. The
order can direct Customs to deny entry to all future
importations of goods that the International Trade
Commission hasfoundtoinfringeuponthepatent holder’s
rights, or to all goods determined by Customs to
incorporate specific claimsof the patent(s) at issue. The
Internationa Trade Commission aso hastheauthority to
issue seizure and forfeiture orderswhen animporter has
previoudy attempted toimport specific goodsthat violate
an exclusion order. Once Customs receives a seizure

and forfeiture order from the International Trade
Commission, the goodswould be subject to sei zure.

Conclusion

Theimportance of recording trademarks, trade names
and copyrights with Customs cannot be overstated.
However, many trademark, trade name and copyright
owners may not be aware of the benefits of recording
their intellectua property with Customs. Accordingly, the
U.S. Patent and Trademark Office now informsevery
trademark registrant about the benefits of recording
trademarkswith Customs. With every issued trademark
registration, the U.S. Patent and Trademark Office
includes a sheet that briefly describes the benefits of
recording trademarks with Customs, including the
availability of trademark information to Customsofficers
at al portsof entry for actively monitoring importsfor
piratical articles.

The procedures for recording trademarks, trade
names and copyrights are simple and the benefits that
theowner of suchintellectual property canreceivefrom
recordation aresignificant. For asmall fee, the owner of
suchintellectual property can, withthe help of Customs,
prevent theimportation of piratical articlesfrom any port
of entry. Additionally, suspected piratical articlescanbe
detained for aperiod of timeuntil theimporter can show
that such articlesarenot piratical. During thisperiod, the
owner of theintellectual property in question can also
examine the suspected piratical articles to possibly
prevent importation thereof, or pursue court action againgt
the importer for infringement. In essence, the
enforcement procedures of Customs can temporarily
enjoin animporter from importing suspected piratical
articlesunlesstheimporter can show thearticlesarenot
piratical, and permanently enjoin an importer from
importing actual piratical articles.

Contact us at Vedder Price to assist you with
recording your trademark and copyright with
Customs. Angelo J. Bufalino, 312/609-7850
(abufalino@vedderprice.com).
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LEMELSON UPDATE

The U.S. Court of Appeals for the Federal Circuit
(“Federa Circuit”) affirmed the NevadaDidtrict Court’s
decisoninthe Symbol/L emel son casethat the Lemelson
patentswereinvalid based on prosecution laches, that is,
an excessive lapse in the time between the origind
application and theeventua issuance of the patents. While
Lemelson canfileapetition for recons deration with the
Federa Circuit or apetitionfor aWrit of Certiorari inthe
U.S. Supreme Court, it appears that this long fought
litigation is now coming to a conclusion. In addition,
corresponding litigation in the U.S. District Court in
Arizonainvolving several hundred companiesthat has
been stayed pending afina decisioninthisSymbol Case
will al'so cometo anend.

The L emel son Foundation has collected royatiesin
excessof $1.3 billion dollarsfrom over 900 companies.
Itisunlikely that any of these companieswill receiveany
refundsfrom Lemelson.

Wewill continueto provide updatesregarding this
litigationin our future newd etters.

VEDDER PRICE ADDS NEW ASSOCIATE
TO INTELLECTUAL PROPERTY STAFF

William J. Voller, 111 hasjoined thefirm asan associatein
our Intellectual Property practicegroup. Heisagraduate
of Chicago-Kent College of Law and has a B.S. in
electrical engineering from the University of Notre
Dame. Bill isin no stranger to the firm or its clients,
having spent the last three summersclerking at Vedder
Price.

Bill will work in our Chicago office. Hisdirect lineis
312/609-7841.

CASE LAW REVIEW

U.S. SuPREME COURT

TEST FOR INDIRECT COPYRIGHT INFRINGEMENT
RETAINS BITE IN POST-SONY WORLD

Metro-Goldwyn-Mayer Studios Inc. v. Grokster,
Ltd. (U.S. Supreme Court - June 27, 2005)

In the copyright blockbuster opinion of Summer 2005,
the Supreme Court took on popular file-sharing software
tools marketed by Grokster, Ltd. and StreamCast
Networks, Inc. (collectively, “ Grokster”), unanimoudy
reversed lower court decisions sheltering Grokster from
copyright liability and remanded the case for further
proceedings. Specifically, in Metro-Goldwyn-Mayer
Studios Inc. v. Grokster, Ltd., the Court held that
software toolsdesigned and primarily used toillegally
share copyrighted audio and videoworks (e.g., .mp3 and
.mpeg files) among network users could beheld liable
for infringement under aninducement theory of copyright
liability. The case brings into focus and delicately
rebalancesthe competing interests of artistic protection
andtechnologica innovation asthey interact inthedigital
era. Moreimportantly, whilelegitimate commerce and
innovation are encouraged by U.S. copyright law, the
decision servesto warn technologica innovatorsthat the
digtribution of productshaving the capacity for bothlawful
and unlawful usescoupled with conduct clearly promoting
illegal copying congtitutesinfringement.

Grokster created and aggressively promoted free
software alowing thousands of computer usersto share
electronic filesthrough peer-to-peer networks, thereby
permitting computersto communicatedirectly with each
other without the use of a Grokster-managed central
server. Asaresult of thisdesign, Grokster intentionally
blinded itself fromtheredlity that copyrighted audio and
video workswerefrequently distributed at alarming rates
among the users on the network. In response, the
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copyright owners brought suit against Grokster aleging
that Grokster knowingly and intentionally distributed the
softwareto enableusers, thedirect infringers, to reproduce
and distribute copyrighted worksinviolation of theU.S.
CopyrightAct.

Beforethelower courts, Grokster prevailed based
on Sony Corp. of America v. Universal City Studios,
Inc., alandmark 1984 decision by the Supreme Court. In
that case, the Court addressed Sony’ spotentia copyright
liability for thedistribution of the Betamax videocassette
recorder to the public and held that the distribution was
insufficient to hold Sony liable under any theory of
infringement even though Sony was aware that the
Betamax videocassette recorder could beused toinfringe
copyrighted works. Reading Sony to stand for the
proposition that distributors of commercia products
capable of substantial noninfringing uses are never
contributorily liablefor third-party infringement without
actual knowledge of infringement, the lower courts
shielded Grokster from liability because its products
utilized adecentralized architectureand weretheoretically
capableof many legal uses.

Reecting thisoverly broad interpretation of Sony,
the Supreme Court noted that Grokster, unlike Sony,
actively marketed itsproductsby highlighting their ability
tofacilitate copyright infringement. Thus, the Court held
that whereevidenceis presented establishing purposeful
and affirmativestepsto cultivateinfringement, adistributor
isliablefor theresulting third-party actsof infringement,
evenif the product has substantial lawful uses.

Practice Tip: After the 1984 Sony decision and
especially during the late 1990’s, the ability
to use copyright as a sword in the multimedia
world was arguably diminished as individuals
took substantial liberties during the
technology boom. However, Grokster serves
as a strong warning to technology innovators
that intellectual property laws still have weight
in the digital era. Adding an additional element
or subsequent factor to the Sony test, the
Grokster Court placed emphasis on the
conduct and intent of a distributor accused of
selling a product used to infringe copyrighted
works. As a consequence, copyright liability
will be found where a device is distributed for
the purpose of infringing others’ rights, even
if the device has substantial noninfringing
uses.
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FeperaL CircultT

CrAaiM CoNsTRUCTION: INTRINSIC EVIDENCE
PrevaiLs OVER EXTRINSIC EVIDENCE

Phillips v. AWH Corp. (Federal Circuit -
July 12, 2005)

We are pleased to report that the Federal Circuit recently
handed downitshighly anticipated, en banc decisionin
Phillips v. AWH Corp. regarding patent claim
construction. As reported in the January 2005 IP
Newd etter and in responseto agrowing number of cases
wheredictionary meaningswereaccorded significantly
more weight than definitions obtained from patent
specifications, the Federa Circuit invited the patent
community inaJduly 2004 order to respond to aseries of
guestions directed at the role intrinsic and extrinsic
evidence should play during the construction of patent
claims. Turning back the tide on using dictionary
definitionsto supply ordinary meaningsof clamterms,
themgjority’ sdecision hel psresolvetwo conflicting lines
of patent law casesdirecting oppositegpproachestoclam
interpretation.

Prior to thisdecision, practitionersand courts could
find support in Federa Circuit caselaw for various uses
of dictionariesin claim construction. A first line of cases
suggested using intrinsic evidence (e.g., theclaims, the
written description and the prosecution history) asthe
primary sourcefor interpreting claim terms. Generally,
thisapproach recogni zed the val ue of extrinsic evidence
(e.g., expert testimony, dictionaries and technical
treatises), but attempted to limit itsuse to educating the
court on complex technol ogiesand providing supplementa
definitionsto support thosefound in the patent.

A second lineof casesencouraged amoreaggressive
useof extrins ¢ evidence and consequently advised courts
tofirst consult dictionariesto obtain oneor moreordinary
meaningsof claim termsbeforeturning to theremainder
of the patent and prosecution history. Under thisagpproach,
intrinsic evidence was primarily utilized to assist in

choosing a dictionary definition or to overcome the
presumption that aparticular dictionary definition governed
theinterpretation of the claims. Whilethis model may
have deterred courtsand practitionersfrom committing
the" cardind sin” of patent law - reading alimitationfrom
thewritten descriptioninto theclaims- theFederd Circuit
observedthat it didlittleto providetheordinary definition
oneof ordinary skill intheart would attributetoaclaim
term at thetime of theinvention. Specifically, the Court
noted that dictionariesand expert testimony, unlike patent
specifications and prosecution histories, are not the by-
product of the patent process and may not be created by
skilled technicians. Asaresult, someextrinsic evidence
may contain biases or contradictory entries that alter
definitions supplied in the written description, thus
undermining the public notice function patents serveto
explain the manner in which the patentee views her
invention.

In reaffirming the first line of cases, the Court
described theimportance of applying greater weight to
intrinsic evidence during claim congtruction. Noting that
the claimsthemselves“ provide substantial guidanceas
to the meaning of particular claim terms,” the Court
stressed acontextual approach of interpretation obtained
from a reading of the entire patent disclosure and
prosecution history. Importantly, however, the Court did
not set out a rigid procedure for claim construction,
preferring instead to limit the use of dictionarieswhen
divorced fromintrinsc evidence.

Practice Tip: Because Phillips established
that dictionaries are less reliable than
intrinsic evidence, practitioners are advised
to unambiguously define claim terms when
drafting patent applications. In addition,
patent drafters are reminded to consistently
use claim terms throughout prosecution
because a proper construction requires a
textual analysis of the claims, the written
description and the prosecution history.
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CrAaiMm ConsTRUCTION: “WHEREBY” CLAUSES MAY
Be Usep To LimiT CLAIM ScopPE

Hoffer v. Microsoft Corp. (Federal Circuit -
April 22, 2005)

In Hoffer v. Microsoft Corp., the Federal Circuit
addressed the nature of a“whereby” clauseinamethod
clamfoundinHoffer’'sU.S. patent directed at amethod
and apparatus for allowing remote computer usersto
obtain indexed economic dataand interactively post and
recelve messages. Finding that Hoffer’s “whereby”
clause provides more than an intended result of the
method, the Court gave the clause meaning and limited
the claim’s otherwise broad scope.

Although the“whereby” clauseincluded language
directed at interactive datamessaging on topic boards,
Hoffer attempted to disclamthesignificance of theclause
as amere objective of the overall process by arguing
that the clause did not state the specific mechanics or
illustrate any enabling devices used to implement the
method. However, asnoted by thedistrict court, Hoffer’'s
specification and statements madethroughout prosecution
painted adifferent picturewheretheinteractive el ement
of theclamwas“anintegral part of theinvention.” For
example, under the subheading “Summary of the
Invention” in thewritten description, Hoffer described
that a remote user could engage in collaborative or
interactive datamessaging by selecting topic boardson
ahost siteto address and receive messagesfrom similar
users.

Generaly, theFedera Circuit noted that a“ whereby”
clausein amethod claim statesaresult of the patented
processand thereforeisafforded no weight during claim
construction. However, the Court carefully explained that
if the clause recites a condition that is material to
patentability, it “cannot beignoredin order to changethe
substance of theinvention.” Here, the Court determined
that the recited interaction was not ssmply anintended
result, but was part of the processitself becauseit was

described in the specification and wasrelied uponinthe
prosecution history.

Practice Tip: Practitioners who use
“whereby” clauses in claims should restrict
their use to the intended result of the
claimed method in order to avoid limiting
claim scope. Moreover, practitioners must
be aware of the danger associated with
describing any objectives of the invention
in the written description. As illustrated in
Hoffer, statements directed at the purpose
or fundamental features of the invention in
the “Summary of the Invention,” an optional
section of the specification, might be applied
to the entire invention and limit claim
construction in an adverse manner.
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FaLse MARKING STATUTE REQUIRES Lack OF A
REAsoNABLE BELIEF
Probuct Was CovereD By PATENT

Clontech Labs., Inc. v. Invitrogen Corp. (Federal
Circuit - May 5, 2005)

Inacasepresenting “virtualy anissueof firs impresson,”
the Federa Circuit addressed the False Marking Statute
of the Patent Act, aninfrequently litigated provisionthat
providescivil finesfor thefa se or improper marking of
unpatented articles. Under theterms of the statute, the
use of theword “ patent” together with apatent number
or other similar notice on an unpatented articlefor the
purpose of deceiving the public shall befined not more
than $500 for each offense. Refusing to providean overly
strict application, the Federal Circuitin Clontech Labs.
Inc. v. Invitrogen Corp. adopted an objective standard
to determinethe necessary state of mind required for the
imposition of finesunder the statute.

Focused on providing meaning to the phrase“for the
purpose of deceiving the public,” the Federal Circuit
announced that the statute required proof that the accused
party had knowledge it was making a false
misrepresentation. In other words, the provisonrequired,
by “a preponderance of the evidence],] that the party
accused of false marking did not have areasonabl e belief
that the articleswere properly marked (i.e., covered by
apatent).” The Court further noted that blind assertions
of good faith by the accused party are “worthless’
attempts to escape liability. For instance, the Court
explained that one could not take shelter from the tatute’s
application where employeesunfamiliar with patent laws
honestly believed the productsto be correctly marked
but where the patentee had the requisite knowledge of
mismarking.

Inaninteresting seriesof arguments, Invitrogen, the
patentee accused of improper marking, proposed an
aternate and arguably counterintuitiveinterpretation of
the False Marking Statute. As a matter of policy,
Invitrogen claimed that noinjury resultsfromimproper

markingsand thereforeit did not need agood faith belief
that its productswere covered under at |east one patent
claim. In support, Invitrogen argued that false markings
merely bring additional information to the public and
thereby encourage the public to avoid infringement by
investigating the scope of others' intellectual property
rights.

Finding thisargument contrary to the plain meaning
of the statute, the Federal Circuit dismissed Invitrogen’s
argumentswhilefurther noting that itstheory waswholly
unsound. The Court relied on precedent and congressiona
intent to explain that the public had aright to rely on
markings to immediately determine which goods are
protected by intellectual property rightsand participate,
fully and fredly, inthemarketplace of public domainidess.
When aparty falsely marks an article of manufacture,
the public mistakenly understandsit to be controlled by a
patentee, and therefore the public experiencesahigher
cogtindeterminingitsability tousethearticle sunderlying
technology.

Lastly, the Federal Circuit articulated amore subtle
concern and identified a new “risk of error” under
Invitrogen’s proposal. Conceptually, under the present
system, apatentee may fail to mark aproduct covered
by apatent and thereforeforgo the opportunity to recover
damages prior to actual notice of infringement.
Alternatively, apatentee may fal sely mark aproduct that
isnot covered by apatent and expose hersdf to significant
fines. In either case, therisk of error is placed on the
patentee to determine whether to mark her products.
Under Invitrogen’s theory, the public bears the risk
associated with eval uating the patent’ s scope with respect
to the marked product while the patentee escapes
punishment for falsely marking. If the publicincorrectly
determines that the patent does cover the product, it
missesan opportunity to exploit the underlying technol ogy.
However, if the public incorrectly determinesthat the
patent does not cover the product, the patenteemay obtain
awindfall in damages. For thisreason and for thoselisted
above, the Court regjected Invitrogen's arguments and
affirmed the plain meaning of the False Marking Statute.
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Practice Tip: Intellectual property owners
should always mark their products with
appropriate patent, copyright, and trademark
symbols and other indicia of registration and
ownership. Owners that are unable to
determine whether a particular product they
make, sell or offer to sell within the United
States or import into the United States utilizes
technology disclosed in an underlying patent,
should seek legal opinion as to the scope of
the claims and their relevance to the product.

WILLFUL INFRINGEMENT: EARLY EXCULPATORY
OPINIONS STRENGTHEN
NONINFRINGEMENT POSITIONS

Imonex Servs., Inc. v. W.H. Munzprufer Dietmar
Trenner GmbH
(Federal Circuit - May 23, 2005)

In acasethat further develops and reiterates case law
surrounding willful infringement and the affirmative duty
to practice due care upon actual notice of another’s
patent rights, the Federa Circuit explained that, although
courtscannot draw adverseinferenceswhereno opinion
letter was received or produced at trial, an accused
infringer may benefit from seeking timely legal opinions.
In Imonex Servs. Inc. v. W.H. Munzprufer Dietmar
Trenner GmbH, Munzprufer appealed afinding of willful
infringement and argued that they exercised their duty of
due care by obtaining opinion letters after being served
withthe complaint even though they received actud notice
of the patentee’srightswell in advance of the suit. By
affirming thefinding of willfulnessand holding that an
excul patory opinion | etter obtained soon after actud notice
would have strengthened the accused infringer’s case,
the Court indirectly stated that alate excul patory opinion
letter, without more, isnot sufficient to removethestain
associated with egregious conduct.

The Court further made clear that actual notice of
patent rightsin aproduct may be established by various
actsincluding thedisplay of proper markingson products
at trade shows, the widespread distribution of literature
describing the products as patented and the transmission
of lettersto accused infringers explaining the patented
nature of the products. Because Munzprufer received
proper notice of Imonex’s patent rights and because it
was unableto rely on atimely opinion of counsel, the
Federa Circuit affirmed afinding of willful infringement.

Practice Tip: As explained in our January 2005
IP Newsletter with respect to the Federal
Circuit’s en banc opinion in Knorr-Bremse
Systeme Fuer Nutzfahrzeuge GmbH v. Dana
Corp., we recommend prudent business
practices calculated at seeking competent
legal advice immediately after obtaining
actual notice of another’s patent rights as a
means of limiting the potential for increased
damages following a determination of
infringement. Furthermore, it is worth
repeating that the final determination of what
constitutes actual notice of patent rights is
individual in nature and focuses on all
circumstances surrounding the case.
Therefore, businesses that attend trade
shows and view competitors’ products and
literature must be cautious when developing
and marketing competitive products without
approval of legal counsel.
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