


Product-by-Process Conflict
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On May 18, 2009, the Federal Circuit,

sitting sua sponte en banc, resolved

a long-standing and embarrassing conflict within
the ranks regarding the proper interpretation of

product-by-process claims.

Abbott Labs. v.

Sandoz, Inc., 566 F.3d 1282 (Fed. Cir. 2009), involved
a patent for crystalline cefdinir, a pharmaceutical
compound, which ﬂ% plaintiff claimed was infringed
by manufacturers of a generic form of the compound
made by a process different than that claimed in the

patent-in-suit.

An eight-judge majority determined

that the patent-in-suit was not infringed, holding that

product-by-process claims are

limited to the

products made by the process steps “explicitly
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recited” in the claims. /d. at 7295. In other words,
for infringement to exist, the allegedly infringi
product must have been made by the prl
explicitly described in the product-by-process
claims of the patent-in-suit.
accused product is created using a different

Thus, if an

process, then a finding of infringement
cannot be made.

Prior to Abbott Labs., two conflict-
ing lines of Federal Circuit jurisprudence
had coexisted concerning the proper
method of interpreting product-by-
process claims. The first was set forth
in Scripps Clinic & Research Found. v.
Genentech Inc., 927 F.2d 1565 (Fed. Cir.
1991). Scripps involved, inter alia, a
claim of infringement of a patent for a
complex protein essential to blood
clotting. The claims at issue included
both product and product-by-process
claims. As to the product-by-process
claims, the three-judge panel (Judges
Markey, Newman, and Beer, sitting by
designation) held that “the correct
reading of product-by-process claims is
that they are not limited to [the] product
prepared by the process set forth in the

claims.” /d. at 1583 (emphasis added).

A little over a year later, a different
Federal Circuit panel (Judges Archer,
Michel, and Rader) again addressed the

proper way to apply and construe
product-by-process claims in Atlantic
Thermoplastics Co., Inc. v. Faytex
Corp., 970 F2d 834, reh’g
denied in banc, 974 F.2d
1279 (Fed. Cir. 1992).
This case involved
the infringement of

solved

a patent containing both process and product-by-pro
claims for a shock absorbing shoe innersole. |
footnote, the panel acknowledged the holding in Scripps
but stated that it was not controlling precedent because
the S€fipps panel ruled without considering prior Supreme
Court'cases regarding product claims with process limita-
tions. /d. at 838 n.2. The panel then went on to discuss at
length the history of products claimed with process terms,
including several Supreme Court decisions, before holding
that “process terms in product-by-process claims serve as
limitations in determining infringement.” /d. at 846-47.
However, because Atlantic Thermoplastics could not
expressly overrule Scripps, both cases arguably retained
their precedential effect for 17 years.

In Abbott Labs., the majority rectified the ambiguity
aused by the Scripps and Atlantic Thermoplastics
ecisions. It reviewed Supreme Court precedent, the
atment of product-by-process claims by the Patent
ice over the years and other binding court decisions
re adopting the Atlantic Thermoplastics approach to

, and Lourie dissented. In her dissent (
Mayer joining), Judge Newman sharp
e majority’s decision, attacking it on both
procedural and substantive grounds. As to the latter
Judge Newman accused the majority of mischaracterizing
and misapplying long-standing practice and preceden
Id. at 1307. Judge Newman began with a discussion O
the “rule of necessity,” explaining its history and the long
standing recognition by the courts and the Patent Office
that “not all new products could be fully described by their
structure, due to the state of scientific knowledge or
available analytic techniques.” /d. at 302. She then
criticized the cases relied on by the majority, arguing that
the cases were inapposite because most were directed to
new processes for making old products, not a new
product of an unknown structure, as was at issue in the
case at bar and in Scripps. Id. at 1307-09, 1311-14.
Furthermore, Judge Newman warned that the rule
adopted by the majority “is a new restraint on patents for
new products, particularly today’s complex chemical and
biological products whose structures may be difficult to
analyze with precision. It is a change of law with unknown
nces for patent-based innovation.” /d. at 1300.

Labs., the Federal Circuit created a bright-line
the proper method to interpret product-
s for infringement purposes when it held
ess claims are limited to the products
steps stated in the claims. The
e denied certiorari, thereby
t the rule articulated by the

ed.

court would be're



. PATENT LAW

Bitter Little Pills: Wyeth v. Kappos

he Federal Circuit recently issued an
Topinion that will have a large impact
on the patent term of forthcoming patents.
In Wyeth v. Kappos, 591 F3d 1364, 1366
(Fed. Cir. 2010), Judge Rader, writing for the
panel, determined that the U.S. Patent and
Trademark Office (“USPTQO”) had improperly
calculated the patent term adjustment
(“PTA”) entitled to Wyeth on two patents.

PTA is additional time that is tacked onto
the term of a particular patent to compen-
sate for any delays the USPTO might cause
during the prosecution of the patent. In
some cases, each day of patent term can
mean thousands of dollars in profits for the
patent owner and thousands of dollars in
losses for those attempting to enter the
market. Therefore, it is essential that the
USPTO properly calculates PTA and grants
patent owners their entitled term.

In 1994, the effective term of a patent
became twenty years from filing of the appli-
cation, supplanting the previous statutory
provision providing a term of seventeen
years from issuance of the patent. In 1999,
Congress created PTA, encoded as 35
U.S.C. 8 154(b), to allow the patent owner to
regain entitled patent term that may have
been lost due to delays in the USPTO. The
statute provides for an adjustment when the
USPTO fails to meet deadlines, such as
issuing an Office Action fourteen months
from the filing of the application or a delay of
more than four months after receiving a reply

from the applicant. 35 US.C. 8§
154(b)(1)(A)(i—ii). Such delays by the USPTO
are defined in section A of 154(b)(1). Section
B of the statute also defines a second type of
delay by providing a “[gJuarantee of no more
than 3-year application pendency” in the
USPTO. 35 U.S.C. § 154(b)(1)(B). The
statute further provides for a limitation on the
amount of PTA that will be awarded to a
patent owner, stating that if the section A
delay and section B delay overlap, “the
period of any adjustment granted . . . shall
not exceed the actual number of days the
issuance of the patent was delayed.” 35
U.S.C. § 154(b)(2)(A). The interpretation of
the overlap provision was the critical issue
analyzed by the Wyeth court.

In Wyeth, the Federal Circuit affirmed the
decision of the District Court for the District
of Columbia, holding that the USPTO had
incorrectly interpreted 35 U.S.C. § 154 and,
therefore, had granted the improper amount
of PTA to Wyeth, the patent owner. The
USPTO interpreted the statute to mean that
when the section A delay and the section B
delay overlap, the patent owner is entitled to
PTA equal to whichever delay period is
greater. If there were both section A and B
delays, the USPTO would not add the terms
when calculating the PTA, but instead would

-

take the greater of the section A and B
delays and subtract any time lost due to the
patent owner’s delay to determine PTA. The
USPTO argued that a section A delay might
cause a section B delay after the three-year
deadline, thus adding both section A and B
delays would be a violation of the overlap
provision.

Wyeth argued that the USPTO’s interpre-
tation improperly requires the section B
delay to begin before the three-year mark.
The Federal Circuit determined that “[b]efore
the three-year mark, no ‘overlap’ can
transpire between the A delay and the B
delay because the B delay has yet to begin
or take any effect.” 591 F3d at 1370. This
ruling added more than 500 days of total
patent term between Wyeth’s two patents.
The many critics of the USPTO'’s current PTA
calculation method view this ruling as a
victory.

This case will significantly impact the term
of future patents because the USPTO will
change its calculation method to reflect this
ruling. With regard to previously issued
patents, if a patent has been issued in the
past few months, a petition can be filed to
have the USPTO recalculate the PTA that
was awarded. 37 C.FR. § 1.705(d). For

patents that issued more than two
months ago, a court must deter-

mine whether the PTA was
properly calculated.

The Federal Circuit determined that “[b]efore the three-year mark, no ‘overlap’
can transpire between the A delay and the B delay because the B delay has yet
to begin or take any effect.” 591 F.3d at 1370. This ruling added more than 500
days of total patent term between Wyeth'’s two patents. The many critics of
the USPTO'’s current PTA calculation method view this ruling as a victory.
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PATENT NEWS

Recent ECJ decision clears Google of liability for AdWords service...

Well sort of

On March 23, 2010, Europe’s highest court, the European
Court of Justice (“ECJ”), determined that Google’s use of
keywords in its AdWords advertisement service did not constitute
trademark infringement.  Joined cases C-236/08, C-237/08 &
C-238/08, Google France v. Louis Vuitton Malletier, at 155 (Mar. 23,
2010). The ECJ decision joined three cases referred to it from the
French Court of Cassation all relating to Google’s AdWord feature.
The plaintiffs included Louis Vuitton and several other holders of
French trademarks. Google’s AdWord advertisement service enables
advertisers, for a fee, to select keywords, including those that corre-
spond to trademarks, so that their advertisements are displayed to
internet users when those keywords are entered into Google’s search
engine. Such advertisements appear alongside the natural results of
the keyword search.

In determining whether the use by Google in AdWords constituted
an infringement, the Court began its analysis by acknowledging that,
although closely linked, two separate uses by Google were at issue.
The first use occurs when Google allows advertisers to select the
keywords and, the second, when Google displays the advertise-
ments alongside the natural results. The Court then separately evalu-
ated each of those uses to determine if trademark infringement
existed. After careful examination, the Court determined that neither
use constituted trademark infringement.

The Court also addressed the issue of whether the exemption from
liability for internet hosting, under Article 14 of Directive 2000/31,
applied to Google’s AdWords advertising service. The exemption is
applicable where: “(i) there is an information society service; (i) that
service consist in the storage of information, provided by the recipi-
ent of the service, at the request of that recipient; and (iii) the provider
of the service has no actual knowledge of the illegal nature of the
information, or of facts which would make such illegality apparent,
and duly acts to remove it upon becoming aware of its illegality.”

Google France, at 128.

In its analysis, the Court first determined that Google’s search
engine fell within the definition of “an information society service”
under Directive 2000/31. The Court then considered whether
AdWords is “a service consisting in the storage, at the request of the
recipient of the service, of information provided by that recipient.”
Google France, at §137. The Court observed that, unlike Google’s
search engine, which produces natural results through the use of
automatic algorithms that apply objective criteria, Google’s AdWords
feature was not “a neutral information vehicle” because “Google has
a direct interest in internet users clicking on the ads’ links” produced.

Id. at §144-145. The Court, therefore, concluded that the liability
exemption for hosts “should not apply to the content featured in
AdWords,” but left the question of whether liability exists to the
courts in each European Union county to determine. Id. at 146.

Finally, the Court addressed whether an advertiser’s use of
keywords, when it selects them in AdWords, constituted infringe-
ment. The Court determined that such use was not a commercial
activity, but rather a private use, and, as such, did not infringe the
corresponding trademarks. The Court, however, concluded by
stressing that it had “not been asked about the use of the trademark
in the ads” and that “it should be stated that trademark proprietors
can prevent such use if it involves a risk of confusion. Even if no
such risk arises, that use can be prevented if it affects other
functions of the trademark, such as those related to the protection of
innovation and investment.” Id. at 153.

Implications to Trademark Holders in the European
Union (CTM’s)

Although the European Court of Justice clarified that Google’s use
of the keywords in AdWords did not itself constitute infringement, the
Court left open the question whether liability existed based on
Google’s role as a provider of a “an information society service.” As
discussed above, Directive 2000/31 provides an exemption to the
provider of “an information society service” if such provider does not
have “actual knowledge of illegal activity or information.” In other
words, an exempt provider has no general obligation to monitor the
information it transmits or stores. However, upon obtaining aware-
ness of illegal activity, the provider must act “expeditiously to remove
or to disable access to the information.” Id. The ECJ determined that
Google’s AdWords was “an information society service” but that it
should not receive protection under the exemption because its
service was not neutral. The ECJ, therefore, did not make a definitive
ruling and left it to the courts of each country to decide.

Whether or not the exemption under Directive 2000/31 applies to
Google’s AdWords advertising service, CTM trademark holders
should regularly monitor their marks by carrying out searches for
their products and brands and promptly inform businesses that have
improperly selected their trademarks as keywords. Trademark
holders should also make Google, or other similar internet search
provider, aware of the infringing activity and request that the keyword
be removed or disabled. That way;, if the exemption does apply, the
provider is on notice of the activity and responsible for “expedi-
tiously” removing or disabling the information.

'm Feeling Lucky



William E. McCracken is a contributing author to the Association of
University Technology Manager’s (AUTM) Technology Transfer Manual,
3rd Edition, which is an electronic publication provided by the organiza-
tion to members and non-members alike. Bill’'s chapter in the manual is
entitled “Understanding Patent Preparation and Prosecution.” The chap-
ter provides a comprehensive overview of many facets of patents and
patent prosecution including sections on drafting a patent application,
including the specification and the claims, and tips on prosecuting a
patent application. Bill’s chapter is expected to be available for download
on the AUTM website (www.autm.net) in the upcoming months.

J. William Frank Ill has recently been named to the WIPO Arbitration and
Mediation Center’s List of Arbitrators and Mediators. The Center admin-
isters a growing number of procedures under the WIPO Mediation,
Arbitration, and Expert Determination Rules. The WIPO Lists include
about 1500 neutrals from over 70 countries cover the entire legal and
technical spectrum of intellectual property related areas and ADR.
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Nicole A. Bashor is a contributing author for the American Bar
Association’s flagship book, “The Annual Review of Intellectual Property
Law Developments.” This 2009 publication is the result of the dedicated
work and combined expertise of members of the ABA Section of Intellec-
tual Property Law (ABA-IL).

Nicole’s article in The Annual Review is entitled, “Patent on Glass Sexual
Aids Does not Stand up at the Federal Circuit as Obvious Over Pyrex®”
and is an important additional resource and reference tool for IP profes-
sionals and practitioners.

Closely Coordinate U.S. and International
Prosecution

Court Sends Strong Reminder of Importance to ‘
4

In Therasense, Inc. v. Becton, Dickinson & Co., 593 F.3d 1289 (Fed. Cir. 2010),
the Federal Circuit affirmed a district court ruling of invalidity due to inequitable
conduct based on failure of the applicant and the applicant’s attorney to cite
arguments made in corresponding arguments to the European Patent Office
(EPO) that were arguably contrary to the arguments being made to the U.S.
examiner.

The Federal Circuit has previously held that contradictory representa-
tions made during prosecution are not material to patentability if they
are made as part of a lawyer argument. The Federal Circuit,
however, distinguished these earlier decisions based on the fact
that they all involved statements made to the U.S. Patent &

Trademark Office rather than statements made to different
institutions.

The Court’s long and in-depth analysis of the mate-
riality of the information and the applicant’s intent to
deceive is a sharp reminder to patent practitioners and
portfolio managers of the dire consequences that can

occur if U.S. and internal prosecution is not closely
coordinated.

On
the
\Yi[0)V/<

McCracken & Frank LLP will
be represented at a variety
of industry conferences
throughout the United States
in the upcoming months.

We hope to see you there.

: Please visit our website for
the latest information on
conferences and seminars

www.mccrackenfrank.com

Become a fan on Facebook!

© 2010 McCracken & Frank LLP
All rights reserved.

This publication is intended for
informational purposes only and reflects
the understanding and opinions of the
authors. It does not purport to be legal
advice or to create an attorney-client
relationship. No reader should act on
the basis of information contained in
this publication without first securing
professional legal advice. Information
is correct as of 5 April 2010.
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Case Summary: Qualcomm, Inc. v. Broadcom Corp.

Qua/comm, Inc. v. Broadcom Corp.,

No. 05cv1958-B (BLM), 2010 U.S. Dist.
LEXIS 33889 (S.D.Cal. Apr. 2, 2010), the U.S.
District Court for the Southern District of Califor-
nia (Magistrate Judge Major) issued an order in
which it reversed its earlier decision to impose
sanctions on six attorneys who served as
outside litigation counsel for Qualcomm.

Previously, in 2008, the court had issued an
order (“the Sanctions Order”) imposing an $8.5
million sanction on Qualcomm for intentionally
withholding tens of thousands of documents
from defendant Broadcom during discovery.
Additionally, Magistrate Judge Major sanctioned
the six outside litigation attorneys for failing to
conduct a reasonable inquiry into the adequacy
of Qualcomm’s document production and for
ignoring numerous indications that Qualcomm’s
document production was incomplete.

Qualcomm did not appeal the sanction
imposed against it. The six sanctioned
attorneys  (“the  Responding  Attorneys”),
however, filed objections to the Sanctions Order
with the trial judge, who vacated the order and
remanded the matter after finding that the
Responding Attorneys had a due process right

to defend themselves, and should not be
precluded from doing so by the attorney-client
privilege.

On remand, Magistrate Judge Major provided
the Responding Attorneys with the opportunity
to conduct extensive discovery and to present
new evidence. After reviewing the vast amount
of evidence submitted to it and thinking “long
and hard about [the] case,” Id at *9. Magistrate
Judge Major declined to impose sanctions on
the Responding Attorneys because there was
insufficient evidence to prove that any of the
Responding Attorneys acted in “bad faith.”
Magistrate Judge Major, however, noted that:

There still is no doubt in this Court’s
mind that this massive discovery failure
resulted from  significant  mistakes,
oversights, and miscommunication on the
part of both outside counsel and
Qualcomm employees. The new facts and
evidence presented to this court during the
remand proceedings revealed ineffective
and problematic interactions between
Qualcomm employees and most of the
Responding Attorneys during the pretrial
litigation, including the commission of a
number of critical errors. Id at 8*-*9.

Magistrate Judge Major then summarized
what it considered to be the “major errors” that
caused key documents to remain undiscovered
by the Responding Attorneys and unproduced
by Qualcomm. Magistrate Judge Major found
that the “fundamental problem” in the case was
“an incredible breakdown of communication.” Id
at *10. Magistrate Judge Major observed that
“[t]he lack of meaningful communication perme-
ated all of the relationships (amongst Qualcomm
employees (including between Qualcomm
engineers and in-house legal staff), between
Qualcomm employees and outside legal coun-
sel, and amongst outside counsel) and contrib-
uted to all of the other failures.” Id. Magistrate
Judge Major also found that “a lack of agree-
ment amongst the participants regarding the
responsibility for document collection and
production” contributed to the discovery failure.
Moreover, the lack of communication and agree-
ment was further “exacerbated by an incredible
lack of candor on the part of the principal
Qualcomm employees.” I|d at *16. Finally,
Magistrate Judge Major found that the issues
created by the “pervasive miscommunication
and incomplete document search were [further]
compounded by an inadequate follow-up in
response to contradictory, or potentially contra-
dictory evidence.” Id at *19 - *20.




