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NOMINATIONS OF BEVERLY BALDWIN MAR-
TIN, NOMINEE TO BE UNITED STATES CIR-
CUIT JUDGE FOR THE ELEVENTH CIRCUIT;
JEFFREY L. VIKEN, NOMINEE TO BE
UNITED STATES DISTRICT JUDGE FOR THE
DISTRICT OF SOUTH DAKOTA; AND, DAVID
J. KAPPOS, NOMINEE TO BE UNDER SEC-
RETARY OF COMMERCE FOR INTELLEC-
TUAL PROPERTY AND DIRECTOR OF THE
U.S. PATENT AND TRADEMARK OFFICE

WEDNESDAY, JULY 29, 2009

U.S. SENATE,
COMMITTEE ON THE JUDICIARY,
Washington, DC

The Committee met, pursuant to notice, at 10 a.m., in room SD-
226, Dirksen Senate Office Building, Hon. Patrick J. Leahy, Chair-
man of the Committee, presiding.

Present: Senators Klobuchar, Specter, Franken, Sessions and
Hatch.

OPENING STATEMENT OF HON. PATRICK J. LEAHY, A U.S.
SENATOR FROM THE STATE OF VERMONT

Chairman LEAHY. Good morning, everyone. Yesterday, the Judi-
ciary Committee reported the nomination of Judge Sonia
Sotomayor to be a justice on the United States Supreme Court.
And this morning, we are holding our first confirmation hearing for
lower court nominees since the Supreme Court vacancy arose in
May.

The vacancies throughout the Federal courts have already risen
to over 80. In addition, 27 upcoming vacancies have been an-
nounced. That is going to push Federal judicial vacancies to over
lé)O. We worked very hard to fill the vacancies during the last pres-
idency.

Back when I chaired this Committee and we had a President of
the other party in the White House, we were able to reduce overall
vacancies by two-thirds, from over 100 down to 34, and reduce cir-
cuit court vacancies to single digits.

Despite having received Federal judicial nominees since March
from President Obama and despite having held hearings and re-
ported those nominees in June, not a single Federal judge has been

o))
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i:)onﬁrmed by the Senate all year. I believe the Senate has to do
etter.

I mention that because when I was Chairman of this Committee
with a Republican President, I moved President Bush’s nominees
through faster than either of the Republican chairmen did for
President Bush, because I did not want to go back to what had
been, during President Clinton’s time, when 61 of President Clin-
ton’s nominees were pocket filibustered by the other side.

I mention that because we tried very hard to have judges looked
at as judges and to get out of partisan politics, and I hope we can
get back to that. There is absolutely no excuse for not having
moved yet. In fact, I notice even the U.S. Attorney recommended
by Senator Sessions, the Ranking Member of this Committee, has
been blocked. This is despite the fact that we cleared his nomina-
tion on the Democratic side of the aisle. This nominee of a Repub-
lican has been blocked by the Republican side. We have got to do
better than that.

Now, both judicial nominations we consider today come to us
with bipartisan support. President Obama’s nomination of Judge
Beverly Martin to be elevated from the U.S. District Court for the
Northern District of Georgia to the Eleventh Circuit has the sup-
port of Georgia Senators, Senator Chambliss and Senator Isakson.
Senator Isakson and I had a good chat about this yesterday on the
floor. Senator Chambliss and I talked with Judge Martin this
morning.

Jeffrey Viken has been nominated to serve on the U.S. District
Court for the District of South Dakota and he has the support of
S%Uth Dakota senior Senator, Senator Johnson, and Senator
Thune.

Judge Martin is the fourth of President Obama’s circuit court
nominees to come before the Committee and the fourth with exten-
sive experience as a well respected Federal district court judge.

When her nomination came to the Senate in 2000, it had the
support of Senator Max Cleland, Democrat, and Senator Paul
Coverdell, a Republican, also a friend of all of ours who died much
too early.

Since her confirmation, she has managed a docket of 3,100 cases.
Her nomination to the circuit court is rated unanimously well
qualified by the ABA Standing Committee on the Federal Judici-
ary. I should note that is the highest rating they can give.

Before becoming a Federal judge, she served as the U.S. Attorney
for the Middle District of Georgia; as an Assistant U.S. Attorney
in that office; and as an Assistant Attorney General in the Office
of the Attorney General of Georgia. It is no secret on this Com-
mittee that, as a former prosecutor, I love seeing people who have
had prosecutorial experience.

Jeffrey Viken’s wide-ranging experience makes him particularly
qualified to serve as a judge on the U.S. District Court for the Dis-
trict of South Dakota. He is currently the Federal defender for the
combined districts of North Dakota and South Dakota. I kind of
gulp when I think of the land area that covers. I do not even want
to think of how many times the size of Vermont that is.

He spent more than two decades at a South Dakota law firm. Be-
fore that, he served as the District of South Dakota’s Acting U.S.
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Attorney and as an Assistant U.S. Attorney, again, a former pros-
ecutor.

We will also include in today’s hearing the nomination of David
Kappos to be Director of the U.S. Patent and Trademark Office and
Under Secretary of Commerce for Intellectual Property. He is well
respected on both sides of the aisle, all parts of the intellectual
property community, someone I have known for years.

He is no stranger to the members of the Committee. He has
worked with Senator Hatch and I and others on patent reform leg-
islation. Coalitions on all sides of that debate applauded his nomi-
nation. We know the PTO needs strong and accountable leadership.
It has a significant backlog of applications and faces serious chal-
lenges and we need somebody who can work with us on patent re-
form legislation and also can run the department, because, ulti-
mately, patent quality begins at the PTO and that requires effec-
tive leadership.

I am pleased that the President has nominated someone for this
position with strong qualifications and abilities. I said to him ear-
lier I do not know whether to give him congratulations or condo-
lences, because it is going to be one of the toughest jobs in the gov-
ernment.

So I hope the hearing today can mark a new start in cooperating
to fill vacancies. Republican objections have prevented the Senate
from confirming nominees reported by the Judiciary Committee for
over 2 months, since May 12, including, as I said, somebody spon-
sored by the Ranking Republican on this Committee, Senator Ses-
sions.

There are currently 17 nominees reported by the Judiciary Com-
mittee pending on the executive calendar. A dozen have been in-
stalled on the Senate executive calendar since before the Fourth of
July recess, five U.S. Attorneys, four Assistant Attorneys General,
Chairman of the United States Sentencing Commission and others,
as well as a number of judges. So I hope we can move forth.

[The prepared statement of Chairman Leahy appears as a sub-
mission for the record.]

Senator Hatch, former Chairman of this Committee, former
Ranking Member of this Committee, experienced person who, at
least once or twice a year, will agree with me on something. I am
delighted to have you here.

[Laughter.]

STATEMENT OF HON. ORRIN HATCH, A U.S. SENATOR FROM
THE STATE OF UTAH

Senator HATCH. Long-term listener to Senator Leahy.

[Laughter.]

Senator HATCH. It is a privilege to be with you, Mr. Chairman,
and I appreciate your leadership of this Committee.

Judge Martin, welcome back to the Judiciary Committee. I was
chairing the Committee when you first arrived. We have been
proud of your service. And, Mr. Viken, we look forward to helping
to confirm you.

Mr. Kappos, I agree with the distinguished Chairman. This is
one of the toughest jobs in all of the Federal Government and I
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think you are not only up to the job, I think you can do a great
job there, and I look forward to supporting you.

There is no question that America’s ingenuity fuels our economy
and we have to ensure that our patent system is as strong and vi-
brant as possible; not only to protect our country’s premier position
as the world leader in innovation, but, also, to secure our economic
future.

So I support you. I will announce that in advance. I may not be
able to stay for the whole hearing, but just know that I am very
proud of you for being willing to leave the private sector and come
to the government and work in this very difficult position.

You two nominees for judge, we are very grateful you are willing
to serve and willing to participate in our government. We know
that there are nice things that come from being a Federal judge,
but there are a lot of difficulties, too, and we appreciate your will-
ingness to serve.

Thank you, Mr. Chairman.

Chairman LEAHY. Thank you. I would note for the record that
Senator Hatch and I have been good friends for decades.

Senator HATCH. That is true.

Chairman LEAHY. And we do enjoy teasing each other, but we
have worked together and there has been an awful lot of Hatch-
Leahy and Leahy-Hatch legislation that has passed this body.

We are going to go, as we normally do, by seniority of the Sen-
ators who are here. I appreciate you taking the time. I would note
that, to the nominees, if the Senators, after they have introduced
you, leave, that is not an indication how they feel about your quali-
fications. It is just that each one of these three Senators have sev-
eral other committee meetings going on at this time.

We will begin with Senator Johnson.

PRESENTATION OF JEFFREY L. VIKEN, NOMINEE TO BE U.S.
DISTRICT JUDGE FOR THE DISTRICT OF SOUTH DAKOTA, BY
HON. TIM JOHNSON, A U.S. SENATOR FROM THE STATE OF
SOUTH DAKOTA

Senator JOHNSON. Good morning and thank you, Mr. Chairman
and members of the Committee. It is my great pleasure to be here
this morning to introduce my friend, Jeff Viken, to be a Federal
judge for our home State of South Dakota. I am also glad to see
Jeff's wife, Linda Lea, is here.

I have known Jeff since law school at the University of South
Dakota and know well of his qualifications to fill the post of U.S.
district judge. It is a great honor that President Obama has placed
on Jeff. We are very lucky in South Dakota to have a great member
of the legal community nominated to this post.

Jeff has many years of public service and I look forward to his
continued work for the people of our home state in the future.

Thank you for your consideration of this nominee.

Chairman LEAHY. Thank you very, very much. Before I move on
to the others, you have introduced Jeffrey Viken. Mr. Viken, do you
have other members of your family here? I mention this because
at some point, this will be in the Viken archives and you will want
to know who was here.
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Mr. VIKEN. Thank you, Mr. Chairman. My district is 124,000
square miles.

Chairman LEAHY. That is bigger than Vermont.

[Laughter.]

Mr. VIKEN. [Off microphone.]

Chairman LEAHY. Thank you. Thank you very much for having
them all here. Senator Chambliss.

PRESENTATION OF BEVERLY BALDWIN MARTIN, NOMINEE TO
BE U.S. CIRCUIT JUDGE FOR THE ELEVENTH CIRCUIT, BY
HON. SAXBY CHAMBLISS, A U.S. SENATOR FROM THE STATE
OF GEORGIA

Senator CHAMBLISS. Thank you very much, Mr. Chairman. It is
a privilege for me to be here before you and my dear friend, Sen-
ator Hatch, Senator Franken to introduce to this Committee Bev-
erly Martin. Beverly is a long-time dear friend, but her father and
I go back even further than that, as a brand new lawyer in the
Middle District of Georgia about 40 years ago.

You always, as young lawyers, as you know, try to look to the
best lawyers around to emulate and to learn from. Beverly’s father,
her grandfather and her great-grandfather were all lawyers and
her father was one of the outstanding lawyers in our state and
somebody that I looked to early on to learn from.

So it is, indeed, a privilege to be back here 9 years after I came
here to help introduce her before Chairman Hatch, at that point in
time, to this Committee, regarding her nomination to the district
court bench for the Northern District of Georgia.

Beverly brings a great tradition, not just a family tradition, to
the bench. She served as a member of Attorney General Mike Bow-
ers’ team at the state level for many years, and, there, I had the
opportunity to work with her from time to time, because I did an
awful lot of condemnation work and we worked very closely with
that group of lawyers at the state level. I knew then what an out-
standing person and outstanding lawyer she is.

Beverly then went to become an Assistant U.S. Attorney in the
Middle District and, ultimately, the U.S. Attorney, as she was
named by President Clinton, and then was elevated to the bench
on the Northern District of Georgia thereafter and, as the Chair-
man noted, she has handled over 3,100 cases during that 9 years,
and she is so well respected by not just the judges who work with
her every day, but by the lawyers that practice before her, and that
is a real credit to her.

She is one of those special individuals and I know Senator Ses-
sions, as a former U.S. Attorney, remembers the weed-and-seed
program that was so popular. Beverly was a strong advocate of the
weed-and-seed program during her U.S. Attorney days and she
started programs in different parts of the district, in Valdosta, Co-
lumbus, Macon and Athens, and just did so many great things out-
side of the courtroom, just like she did inside the courtroom.

She is tough, but she is fair, and that is what I hear from law-
yers who practice before her on a regular basis. She replaces an-
other great Maconite, Lanier Anderson, who was appointed by
President Carter back in the 1970’s. He has served us well on the
Eleventh Circuit and Beverly is going to bring not just a great tra-
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dition to the Eleventh Circuit from a family perspective, but she is
an excellent lawyer. She is an excellent judge, and she is going to
make a fine member of the Eleventh Circuit bench.

I look forward to supporting her as her nomination moves to the
floor. I thank you again for the opportunity to be here today to in-
troduce her.

Chairman LEAHY. Thank you very much. As I said, I enjoyed
meeting her with you. Of course, Senator Chambliss and I have
served together on another committee for years, on the Agriculture
Committee, when he was chairman and since.

Senator Isakson.

PRESENTATION OF BEVERLY BALDWIN MARTIN, NOMINEE TO
BE U.S. CIRCUIT JUDGE FOR THE ELEVENTH CIRCUIT, BY
HON. JOHNNY ISAKSON, A U.S. SENATOR FROM THE STATE
OF GEORGIA

Senator ISAKSON. Thank you, Chairman Leahy, Ranking Member
Sessions. It is an honor for me to join with the senior Senator from
Georgia, Saxby Chambliss, in introducing Judge Beverly Martin.

I suffer at an extreme disadvantage when it comes to judicial ap-
pointments. I am not an attorney. So I have to set a criteria that
may be different in judging people, and there are three things I
look for when I consider the judicial appointments. One is knowl-
edge, second is integrity, and the third is judicial activism.

I was called out of a dinner at the Marriott downtown the day
of the announcement by the President of Beverly Martin’s nomina-
tion to the Eleventh Circuit. I received an emergency call, which
I rarely get. It was from Mike Bowers, the former Republican At-
torney General of the State of Georgia, now a practicing attorney,
under whom Beverly Martin served in the Georgia Attorney Gen-
eral’s office many years ago.

He said, “Johnny, I just want you to know I heard today that
Beverly Martin has been nominated for the Eleventh Circuit. I
want to tell you that I have never known a finer practicing attor-
ney, never known a finer prosecutor,” which I know the Chairman
will identify with that remark, “and I think she will be an out-
standing judge in the Northern District.”

The last call I received today was from south Georgia, from an
attorney by the name of Jimmy Franklin, just to tell me how much
he thought of Judge Beverly Martin. But for me, on the case of ju-
dicial activism, I tried to look back at her record to find some way
to give me an indication of her position on judicial activism and I
came upon her testimony when she was before this Committee on
judicial activism in her appointment to the Northern District.

If T can, I would like to quote her answer to this Committee.
“Once a case is properly before a court, a judge is obligated to fol-
low the United States Constitution, statutory law and the doctrine
of stare decisis, to adhere to the legal precedent. The precept is
paramount, because it is necessary to the stability of our system
for individuals and commercial concerns to find predictability in
our judicial system and anticipate what actions are legally permis-
sible. United States district courts have a limited jurisdiction and
it is the solemn obligation of a judge not to find jurisdiction where
it does not exist.”
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That was all I needed to know that Judge Martin was the type
of judge that I am proud to be able to be before you today and in-
troduce to you as a Georgian, a great justice, and a fine person.

Thank you, Mr. Chairman.

Chairman LEAHY. Thank you. Judge, this just elaborates on the
very nice things that Senator Isakson said to me on the floor of the
Senate. Judge, you have family members here, do you?

Ms. MARTIN. [Off microphone.]

Chairman LEAHY. I suspect two very proud gentlemen. Thank
you. I thank all three of you for being here. I appreciate you being
here. I know you have to be out—you are welcome to stay, of
course, but I know you have all got committee meetings. So thank
you very much.

I should note, while they are moving things around, that on
David Kappos, he has been nominated by President Obama to be
the Under Secretary of Commerce for Intellectual Property and Di-
rector of the U.S. Patent and Trademark Office.

In March, he had testified before the Committee on patent re-
forms. He has spent his entire professional career with IBM Cor-
poration; graduated with highest honors from University of Cali-
fornia-Davis in 1983 with a degree in electrical and computer engi-
neering; again, worked for IBM as an engineer; went to the general
counsel’s office after receiving his law degree from the University
of California-Berkeley in 1990; has held several positions within
the general counsel’s office, now serving as vice president and as-
sistant general counsel for intellectual property.

He serves on the board of directors of the American Intellectual
Property Law Association, Intellectual Property Owners Associa-
tion, the International Intellectual Property Association, as the vice
president of the Intellectual Property Owners Association. I will
put the rest of that in the record.

[The information appears as a submission for the record.]

. CI})airman LEAHY. Mr. Kappos, do you have family members
ere?

Mr. KApPPOS. Yes, I do.

Chairman LEAHY. For the Kappos archives, go ahead, please.

Mr. Kappos. [Off microphone.]

Chairman LEAHY. Oh, boy, you know how to get it. Where in
Vermont?

Mr. Kappos. [Off microphone.]

Chairman LEAHY. Manchester.

Mr. Kappos. [Off microphone.]

[Laughter.]

Mr. Kappos. [Off microphone.]

Chairman LEAHY. No wonder the room is so full today.

[Laughter.]

Chairman LEAHY. We will check after with the staff to make sure
we get all these names spelled correctly. Let us have the three
nominees come forward and let me administer the oath, and we
can begin.

[Nominees sworn.]

Chairman LEAHY. Let the record show that each of the nominees
took the oath and agreed to it. We will start with you, Judge Mar-
tin, if you have an opening statement that you would like to give.
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STATEMENT OF BEVERLY BALDWIN MARTIN, NOMINEE TO BE
UNITED STATES CIRCUIT JUDGE FOR THE ELEVENTH CIR-
CUIT

Ms. MARTIN. I do not have an opening statement, but I have got
some people I would like to thank. On my way walking up here
this morning, I remember that it was 35 years ago this summer
that I was a summer intern for Senator Sam Nunn. So to be here
this morning with both of my Senators from the State of Georgia
is a big deal for me and I am grateful to them for being here.

I wanted to mention that in addition to my husband and my fa-
ther, there are six of my law clerks here today, former, present and
future; one that is going to start in 2 weeks. Also, I noticed a cou-
ple of my colleagues from my time as United States Attorney, and
I appreciate them being here, as well. But most of all, thank you
all for having me here this morning.

Chairman LEAHY. You had the privilege of serving with Sam
Nunn. His wife, Colleen, was my wife’s big sister when she came
here. Spouses will help spouses of incoming Senators, and they
often become friends forever. My wife has served in a similar posi-
tion with a number of people. She did it with a young Senator from
Illinois named Barack Obama, with Michelle Obama.

Mr. Viken.

[The biographical information of Beverly B. Martin follows.]
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UNITED STATES SENATE
COMMITTEE ON THE JUDICIARY

QUESTIONNAIRE FOR JUDICIAL NOMINEES

PUBLIC

. Name: State full name (include any former names used).

Beverly Baldwin Martin

. Position: State the position for which you have been nominated.

United States Circuit Judge for the Eleventh Circuit

. Address: List current office address. If city and state of residence differs from your

place of employment, please list the city and state where you currently reside.

2388 U.S. Courthouse
75 Spring Street, SW
Atlanta, GA 30303

. Birthplace: State date and place of birth.

1955; Macon, Georgia

. Education: List in reverse chronological order each college, law school, or any other

institution of higher education attended and indicate for each the dates of attendance,
whether a degree was received, and the date each degree was received.

1978-1981, University of Gcorgia School of Law; Juris Doctorate, awarded June, 1981
1973-1976, Stetson University, Bachelor of Arts awarded June, 1976

1972-1973, Mercer University, no degree

. Employment Record: List in reverse chronological order all governmental agencies,

business or professional corporations, companies, firms, or other enterprises,
partnerships, institutions or organizations, non-profit or otherwise, with which you have
been affiliated as an officer, director, partner, proprietor, or employee since graduation
from college, whether or not you received payment for your services. Include the name
and address of the employer and job title or description.
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Employment:
August 2000 to present

United States Courts

2388 1.S. Courthouse

75 Spring Street, SW
Atlanta, GA 30303

United States District Judge

1994 - 2000

Office of the United States Attorney

300 Mulberry Street

Macon, GA 31201

United States Attorney (1998-2000)

Acting United States Attorney (1997-1998)
Assistant United States Attorney (1994-1997)

1984 — 1994

Office of the Attomey General of Georgia
40 Capitol Square

Atlanta, GA 30334

Assistant Attorney General

1981 - 1984
Martin & Snow
240 Third Street
Macon, GA 31201
Attorney

1980

Office of the Attorney General of Georgia
40 Capitol Square

Atlanta, GA 30334

Summer Intern

1977 - 1978

Butler, Binion, Rice, Cook & Knapp
Washington, D.C. (No longer a going concern)
Receptionist/Paralegal

1977

Can Manufacturers Institute
1730 Rhode Island Avenue, NW
Washington, D.C. 20036
Receptionist
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Other affiliations:

1990 - 2003

Lone Star Corporation

P. O. Box 1606

Macon, GA 31202
Member, Board of Directors

Since approximately 1990
JM. & Star

P. O. Box 1606

Macon, GA 31202
Minority (6%) partner

1999 — 2000

Macon State College Foundation
100 College Station Drive  A-228
Macon, GA 31206

Member, Board of Directors

1982 - 1984
Cronin-Martin, Inc.

(Exercise studio, no longer in business)
Shareholder

Approximately 1985-2000
Career Women’s Network
Board member 1996-1997

2002-2005

Mercer University Walter F. George School of Law
1021 Georgia Avenue

Macon, Georgia 31207

Board of Visitors

2008 - present

Member, Board of Directors
Georgia Women of Achievement
P.O. Box 5851

Atlanta, GA 31107

. Military Service and Draft Status: Identify any service in the U.S. Military, including

dates of service, branch of service, rank or rate, serial number (if different from social
security number) and type of discharge received, and whether you have registered for
selective service.

I have never served in the military.
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8. Honors and Awards: List any scholarships, fellowships, honorary degrees, academic or
professional honors, honorary society memberships, military awards, and any other
special recognition for outstanding service or achicvement.

Named “Woman of Achievement” by Career Women’s Network in Macon, Georgia in
1999,

Named “Alumni of the Year” by Stratford Academy in Macon, Georgia in 1999.

9. Bar Associations: List all bar associations or legal or judicial-related committees,
selection panels or conferences of which you are or have been a member, and give the
titles and dates of any offices which you have held in such groups.

State Bar of Georgia (1981 to present)
Atlanta Bar Association (approximately 2003 - 2008)
Macon (Georgia) Bar Association (approximately 1995-2000)

District Representative to Younger Lawyers Executive Comm (1981-1984)

Member, Attorney General's Advisory Committee (January 2000 — August 2000)

10. Bar and Court Admission:

a. List the date(s) you were admitted to the bar of any state and any lapses in
membership. Please explain the reason for any lapse in membership.

State Bar of Georgia: 1981
There has been no lapse in membership.

b. List all courts in which you have been admitted to practice, including dates of
admission and any lapses in membership. Please explain the reason for any lapse
in membership. Give the same information for administrative bodies that require
special admission to practice.

Georgia Trial Courts: June, 1981

Georgia Court of Appeals: October 22, 1981

Georgia Supreme Court: October 22, 1981

United States District Court for the Middle District of Georgia: August 15, 1981

United States District Court for the Southern District of Georgia: May 22, 1989
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United States District Court for the Northern District of Georgia: April 22, 1991
United States Court of Appeals for the Eleventh Circuit: November, 1981
Supreme Court of the United States: December 11, 1989

There have been no lapses in membership.

11. Memberships:

a. List all professional, business, fraternal, scholarly, civic, charitable, or other
organizations, other than those listed in response to Questions 9 or 10 to which
you belong, or to which you have belonged, since graduation from law school.
Provide dates of membership or participation, and indicate any office you held.
Include clubs, working groups, advisory or editorial boards, panels, committees,
conferences, or publications.

Career Women's Network
Approximately 1985-2000
Board member 1996-1997
Chair, Scholarship Committee 1996-1997

Georgia Association of Women Lawyers
sporadically between 1981-1997

Habitat for Humanity
Member, Nurturing Committce, 1997

Lawyers Club of Atlanta
approximately 1985 to 2007

Board of Visitors, Mercer University Law School
2002-2005

American Judicature Society
approximately 1999

Georgia Women of Achievement
Board member, 2008 - present

b. The American Bar Association's Commentary to its Code of Judicial Conduct
states that it is inappropniate for a judge to hold membership in any organization
that invidiously discriminates on the basis of race, sex, or religion, or national
origin. Indicate whether any of these organizations listed in response to 11a above
currently discriminate or formerly discriminated on the basis of race, sex, religion
or national origin either through formal membership requirements or the practical
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implementation of membership policies. If so, describe any action you have taken
to change these policies and practices.

None of the organizations listed in response to 11a above currently discriminate
or formerly discriminated on the basis of race, sex, religion or national origin
either through formal membership requirements or the practical implementation
of membership policies,

12. Published Writings and Public Statements:

a. List the titles, publishers, and dates of books, articles, reports, letters to the editor,
editorial pieces, or other published material you have written or edited, including
material published only on the Internet. Supply four (4) copies of all published
material to the Committee.

My only published article was one I did in law school. The name of the article
was “European Economic Community— Article 119—British Equal Pay Act of
1970~Referral to European Court of Justice—Applicability to British Pension
Plan and to Successive Employment Cases.” (10 Ga. J. Int'l & Comp. L. 203
(1980)).

b. Supply four (4) copies of any reports, memoranda or policy statements you
prepared or contributed in the preparation of on behalf of any bar association,
committee, confercnce, or organization of which you were or are a member. If
you do not have a copy of a report, memorandum or policy statement, give the
name and address of the organization that issued it, the date of the document, and
a summary of its subject mattcr.

None

c. Supply four (4) copies of any testimony, official statements or other
communications relating, in whole or in part, to matters of public policy or legal
interpretation, that you have issued or provided or that others presented on your
behalf to public bodies or public officials.

I testified before the United States Senate Judiciary Committee on May 25, 2000
in connection with my nomination to bc United States District Judge for the
Northern District of Georgia.

d. Supply four (4) copies, transcripts or recordings of all speeches or talks delivered
by you, including commencement speeches, remarks, lectures, panel discussions,
conferences, political speeches, and question-and-answer sessions. Include the
date and place where they were delivered, and readily available press reports
about the speech or talk. If you do not have a copy of the speech or a transcript or
recording of your remarks, give the name and address of the group before whom
the speech was given, the date of the speech, and a summary of its subject matter.
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If you did not speak from a prepared text, furnish a copy of any outline or notes
from which you spoke.

I'have spoken at a number of Continuing Legal Education seminars, primarily for
Georgia lawyers. To the best of my recollection, this is a list of my speaking

engagements.

Panel member, Federal Bar Association Continuing Legal Education for new
lawyers on June 19, 2009.

State Bar of Georgia sponsored Continuing Legal Education for new lawyers on
March 13, 2009.

Investiture of Chief Judge Yvette Miller for the Georgia Court of Appeals (I was
one of seven speakers who gave brief remarks.)

Ceremony honoring the Honorable Orinda Evans for her public service on
February 7, 2008.

Panel member, meeting of Federal Public Defenders in Phoenix on March 7,
2007.

Commencement address at Mercer University Law School on May 6, 2005.

Continuing Legal Education seminar held by the Atlanta Lawyers' Club on
January 26, 2005.

Panel member, American Bar Association meeting in Atlanta on August 6, 2004,

Panel discussion at a meeting of the Federalist Society in Atlanta, Georgia on
October 23, 2003.

I met with a small number of employment lawyers regarding federal employment
practice on May 14, 2002.

I spoke at a continuing legal education seminar called Federal Civil Litigation in
Georgia on May 1, 2001.

. List all interviews you have given to newspapers, magazines or other

publications, or radio or television stations, providing the dates of these
interviews and four (4) copies of the clips or transcripts of these interviews where
they are available to you.
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I'have done my best to identify all items called for in this question, including
through a review of my personal files and searches of publicly available electronic
databases. I have located the following:

Mercer Law School Commencement Address, Mercer Univ. News-Releases, June
1, 2005

“Martin Glides Through Senate,” Macon Telegraph, June 20, 2000

“U.S. Attomney's Office Collects $4.5 Million,” Macon Telegraph, December 4,
1999

“Police Keep Eye on Local Felons,” The Red & Black, September 17, 1999

“Let state rules guide federal prosecutors.” The Atlanta Journal and Constitution,
July 18, 1999.

“Fort Hill 'Drug Kingpin” Receives Life Sentence, Macon Telegraph, May 20,
1999

“Law Enforcement Agencies Split $520,000 Seizure: Macon Police Take Home
More Than $260,000,” Macon Telegraph, April 20, 1999

“DuPont Settles Charges of Withholding Evidence,” New York Times, January 2,
1999

“DuPont to donate $ 10 million to Georgia law schools to end settlement,” The
Associated Press January 2, 1999.

“DuPont to Give Millions to State’s 4 Law Schools,” The Augusta Chronicle
January 2, 1999,

“State senator's son, football coach arrested in fire at car dealership,” The
Associated Press , December 11, 1998,

“Alleged drug dealer built mansion,” The Atlanta Journal and Constitution,
August 7, 1998.

“Police sweep nets 257 arrests in Atlanta,” The Atlanta Journal and Constitution,
May 30, 1998.

“Macon Woman Tapped To Be U.S. Attorney,” Macon Telegraph, June 5, 1997.

“2 Georgians may get federal legal posts,” The Atlanta Journal and Constitution,
June 4, 1997.
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“Macon Man Sentenced to Life Without Parole: Alleged Victim Speaks at
Sentencing,” Macon Telegraph, June 29, 1996

2 more former DFACS workers facing charges,” The Atlanta Journal and
Constitution, June 29, 1996.

*“A 30 second glance at state and local news,” The Atlanta Journal and
Constitution, October 12, 1991.

13. Judicial Office: State (chronologically) any judicial offices you have held, including
positions as an administrative law judge, whether such position was clected or appointed,
and a description of the jurisdiction of each such court.

On August 3, 2000, after confirmation by the United States Senate, President Clinton
appointed me to be United States District Judge for the Northern District of Georgia. I
presently hold that office and have hcld no other judicial office.

a. Approximately how many cases have you presided over that have gone to verdict
or judgment? Sixty-nine trials

During my time as a judge, approximatcly 3100 cases have been assigned to me,
and of those, 1990 cases went to verdict or judgment. Of these approximate 1990
cases which went to judgment or verdict, 69 of them went to trial.

i.  Of these, approximately what percent were:
jury trials? 75%; bench trials 25 % [total 100%]
civil proceedings? 57%; criminal proceedings? 43% [total 100%]

b. Provide citations for all opinions you have written, including concurrences and
dissents.

See attached list.

c. For each of the 10 most significant cases over which you presided, provide: (1) a
capsule summary of the naturc the case; (2) the outcome of the case; (3) the name
and contact information for counsel who had a significant role in the trial of the
case; and (3) the citation of the case (if reported) or the docket number and a copy
of the opinion or judgment (if not reported).

L Jack Alderman v, James Donald, 1:07-cv-1474-BBM
Mr. Alderman challenged Georgia's lethal injection method of execution in his
capacity as a death row inmate. The Supreme Court of the United States decided
a similar case challenging Kentucky’s lethal injection method of execution in
Baze v.Rees, __ U.S.__, 128 S. Ct. 1520 (2008) during the pendency of my case.
Under Eleventh Circuit precedent, Mr. Alderman’s complaint was time-barred.
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Attorneys for Plaintiff:

Elizabeth K. Quinn, Hanna F. Madbak, James M. Ringer, Jeanette R. Blair
Maryana A. Kodner, Michael A. Siem, Sarah M. Chopp

Clifford Chance LLP

31 W. 52nd Street

New York, NY 10019

212-878-3489

B

Jason Richard Edgecombe, William E. Hoffman, Jr.
King & Spalding

1180 Peachtree Street, NE

Atlanta, GA 30309

404-572-4600

Thomas H. Dunn
Georgia Resource Center
303 Elizabeth Street
Atlanta, GA 30307
404-222-9202

Attorney for Defendant;

Eddie Snelling, Jr.

Office of State Attorney General
40 Capital Square, SW

Atlanta, GA 30334
404-463-8850

United States v. Davis, et al., 1:05-cr-316-BBM

This was a mortgage fraud case, charging twenty-one defendants with numerous
counts of bank fraud, wire fraud and money laundering. The majority of
defendants pled guilty, but five defendants went to trial, and all but one of the
twenty-one defendants were convicted.

Counsel for the government were Douglas W. Gilfillan, who can be reached at
404-581-6186, William L. McKinnon, Jr., who can be reached at 404-581-6000,
and Gale McKenzie, who can be reached at 404- 581-6045.

The defendant’s lawyers were as follows:

Counsel for Clarence Davis was Donald Samuel, who can be reached at 404-262-
2225,

Counsel for Virginia Novrit was Steven H. Sadow, who can be reached at 404-
577-1400.

10
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Counsel for Olympia Ammons were Edwin Marger, who can be reached at 706-
692-3060, Lynn Fant, who can be reached at 404-550-2375 and Jeffrey M. Witt,
who can be reached at 314-607-6469.

Counsel for Mohammed Bayorh was Steven H. Sadow, who can be reached at
404-577-1400.

Counsel for Joseph Costanzo was Edward T. M. Garland who can be reached at
404-262-2225.

Counsel for Mohammad Hassamadi were Jay Strongwater, who can be reached at
404-872-1700, as well as Keri Patterson Ware and Robert Earl Wilson who can
both be reached at 404-377-3638.

Counsel for Joe Jetton were Thomas Scott Clegg, who can be reached at 404-
373-6420, Jennifer M. Daniels, who can be reached at 404-264-1500, and John
R. Lovell who can be reached at 404-760-1116.

Counsel for David Kroll was Paul S. Kish, who can be reached at 404- 588-3991,
and Seth Kirschenbaum who can be reached at 404-688-2000.

Counsel for Leon Lumsden was David MacKusick, who can be reached at 678-
231-4268.

Counsel for Ronald D. Martin, Jr. was Dorian Murry who can be reached at 404-
873-0093 and Kristopher P. Shepherd, who can be reached at 706-548-7249,

Counsel for Ricardo Myrie was Georgetta Glaves-Innes, who can be reached at
678-992-2675.

Counsel for Hassan Nimapoo was Bruce Howard Morris, who can be reached at
404-262-2500, and Wilmer (“"Buddy”) Parker Ifl, who can be reached at 404~
875-2700.

Counsel for Attemerell Smith was Robert L. Mack, Ir., who can be reached at
678-610-8155.

Counsel for Daryl Smith was Ricky Richardson, who can be reached at 404-
892-6420.

Counsel for Randall Tharp was Patrick D. Deering, who can be reached at 404-
659-6161.

Counsel for Fabian Wiltshire was Janice Singer, who can be reached at 404-262-
6277.

11
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Counsel for Gregory Wings was Brian Steel, who can be reached at 404- 605-
0023.

Counsel for Calvin Wright was Akil K. Secret, who can be reached at 404-241-
8890.

M.C. Asset Recovery, LLC v. The Southern Co., 1:06-cv-417-BBM

This action was brought on behalf of certain creditors of Mirant Corporation,
which was a wholly-owned subsidiary of Southern Company. M.C. Asset was
appointed by the Bankruptcy Court to represent those creditors. Mirant was
incorporated to serve as a holding company for Southern Company’s merchant
energy business operations, and ultimately went bankrupt. M.C. Asset brought
this action alleging that the transfers to Southern Company constituted fraudulent
transfers. Plaintiffs allege fraudulent transfers in the amount of $2 billion. This
case has been actively litigated for three years, and the parties recently notified
me that they had resolved the case by settlement. I wrote a number of Orders in
the case during its pendency. One of my rulings is reported at 2006 WL 5112612,
Counsel for M.C. Asset Recovery are the following:

A. Ross Rommel , Jr.,
Andrews & Kurth-TX
111 Congress, 17th Floor
Austin , TX 78701
512-320-9203

Basil A, Umari, Charles Yancey, David Griffith, Jennifer Gore, Paul Moak,
Richard H. Caldwell, Robin Russell, David Zdunkewicz, John A. Lee, W. Scott
Locher

Andrews & Kurth-TX

600 Travis Street

Suite 4200

Houston , TX 77002

713-220-4200

Charles E. Campbell and Nathan Garroway
McKenna Long & Aldridge-GA

303 Peachtree Street, N.E.

One Peachtree Center, Suite 5300

Atlanta , GA 30308-3201

404-527-4000

Counsel for The Southern Company
Gordon Lee Garrett , Jr., Janine C. Metcalf, David C. Kiernan and Ryan P. Reavis

Jones Day-Atlanta
1420 Peachtree Street, NE

12
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Suite 800
Atlanta , GA 30309-3053
404-521-3939

Gregory M. Gordon

Jones Day-Dallas

2727 North Harwood Street
Dallas , TX 75201
214-969-3759

Richard A. Chesley
Jones Day-Chicago

77 West Wacker Drive
Suite 3500

Chicago , IL 60601-1692
312-269-1525

Michael J. Bowers and Chris Annulewicz
Balch & Bingham LLP-Atlanta

Suite 700

30 Ivan Allen Jr. Boulevard, NW

Atlanta , GA 30308

404-261-6020

Acuity Brands, Inc. et al, v. Thomas & Betts Corp., 1:05-cv-228-BBM

This was a commercial dispute regarding representations which had been made to
Acuity by Thomas & Betts when Acuity bought Thomas & Betts. I tried the case

without a jury during February - March, 2007. The parties settled the case before
[ entered my findings of fact and conclusions of law.

Counsel for Acuity Brands, Inc. were:

Ronald Thomas Coleman , Jr.,, David B, Darden, Jodi Emmert Zysek, and
Trisbanda L. Treadwell

Parker Hudson Rainer & Dobbs

285 Peachtree Center Avenue, N.E.

1500 Marquis II Tower

Atlanta , GA 30303

404-523-5300

Counsel for Thomas & Betts were:

Harold Turner Daniel , Jr. and Kelli Smith Lott
Holland & Knight-Atlanta

1201 West Peachtree Street, N.E.

One Atlantic Center, Suite 2000
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Adtlanta , GA 30309-3400
404-817-8500

Eric A. Robben, Jonathan E. Strouse, Karen Elaine Gossman, Richard R. Winter
Sarah E. Pace and

Holland & Knight, LLP-Chicago

30th Floor

131 South Dearborn Street

Chicago , IL 60603

312-263-3600

3

United States v Middlebrook, et al., 1:03-cr-431-BBM

This was the prosecution of five defendants for their role in a $2 million bank
heist from the Wachovia money processing center. Some of the defendants pled
guilty, but the remainder went to trial in March, 2004. All defendants were
convicted.

Counsel for the government was Thomas Aloysius Devlin , Jr., who can be
reached at 404-581-6000.

Counsel for Jonathan Remon Middlebrook was Cathy Morris Alterman, who can
be reached at 404-688-8400.

Counsel for Darryl Dennard Shortt was Akil K. Secret, who can be reached at
404-241-8890.

Counsel for Larry Preston was Michael John Trost, who can be reached at 404~
352-9300.

Counsel for Elester Middlebrook was R. Gary Spencer, who can be reached at
404-946-1830.

Counsel for Sal Mineo Simpson was Thomas C. Rowsey, who can be reached at
770-993-5317.

United States v. Knight, 1:02-cr-585-BBM
This was a multi-defendant drug case. A number of defendants pled guilty, and
five went to trial in December, 2003. All defendants were convicted.

Counsel for the government were Robert C. McBumey, who can be reached at
404-581-6184, and Sandra Elizabeth Strippoli who can be reached at 404-
581-6304.

Counsel for Ronald Knight were Jerome J. Froelich, who can be reached at 404-
881-1111, and P. Bruce Kirwan, who can be reached at 404- 876-8111.

14
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Counsel for Byron Knight was W. Michael Maloof, who can be reached at 404-
373-8000.

Counse! for Corey Lewis was Leonard Louis Franco, who can be reached at 404-
875-1300.

Counsel for Gerald Thomas was Howard Jay Manchel, who can be reached at
404-522-1701.

Counsel for Henry Green was Dwight Lowell Thomas, who can be reached at
404-522-1400.

Counsel for Anthony Garza was Jose E. Chapa , Jr., who can be reached at 956-
682-4308.

Counsel for Jose Hernandez Taurino was Bruce Harvey, who can be reached at
404-659-4628.

Counsel for Salomon Alvarez was Page Anthony Pate, who can be reached at
404-223-3310.

Counsel for Rudy Perez was Akil K. Secret, who can be reached at 404-
241-8890.

Counsel for Kendell Ivory was Steven Howard Sadow, who can be reached at
404-577-1400.

Counsel for Timothy McClendon was George O. Lawson , Ir., who can be
reached at 404-522-6964.

Counsel for Jose Garza was Stanley M. Baum, who can be reached at 404-
262-6272.

United States v, Lewis Clay, 1:02-cr-380-BBM
This was a drug prosecution, which was not unusual except that it resulted in my
imposing the only life sentence I have imposed during my time as a judge.

Counsel for the government was Jeff Brickman, who is now in private practice,
and can be reached at 678-420-9300.

Counsel for Mr. Clay was Page Anthony Pate, who can be reached at 404-
223-3310.

United States v. Charles Levon Smith, 1:01-cr-841-BBM
This was the prosecution of a number of convenience store robberies and a bank
robbery. It is significant because I tried Mr. Smith three times - the first two trials

15
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ended in mistrials. At the third trial, Mr. Smith was convicted of the bank
robbery.

Counsel for the government was William G. Traynor, who can be reached at 404-
581-6294.

Counsel for Mr. Smith was Brian Mendelsohn, who can be reached at 404-
688-7530.

Bogle, et al. v. McClure, et al., 1:00-cv-2071-BBM

This was a race discrimination case brought by seven librarians in the Atlanta
library system against the City of Atlanta Public Library Board of Trustees. The
case received a lot of press attention, and resulted in a very large monetary verdict
against the members of the Library Board of Trustees, and in favor of plaintiffs.

The plaintiffs were represented by Michae! J. Bowers and Christopher Scott
Anulewicz, who can both be reached at 404-261-6020, and Kelly Jean Beard, who
can be reached at 404-961-7233.

The defendants were represented at trial by June D, Green and Willie Jake Lovett,
Jr. who can be reached at 404-730-7750.

Riverwood Int'l Corp. (k/n/a Graphic Packaging Int'l, Inc.) v. R. A. Jones & Co.,
1:98-cv-2840-BBM

This was a patent case [ inherited upon my arrival to the bench. This case was
tried to a jury during July and August, 2001. The jury invalidated many of
Riverwood's patents. The verdict was overturned by the Federal Circuit on
account of a ruling I made regarding prior art.

Counsel for Riverwood at trial were Wellington M. Manning, Jr. and Tim F.
Williams, who can be reached at 864-271-1592.

Counsel for R. A. Jones were Gregory F. Ahrens, who can be reached at 513-
241-2324 and Jerry Blackstock, who is now deceased.

. For each of the 10 most significant opinions you have written, provide: (1)

citations for those decisions that were published; (2) a copy of those decisions that
were not published; and (3) the names and contact information for the attorneys
who played a significant role in the case.

. MC Asset Recovery, LLC v. The Southern Co., 1:06-cv-417-BBM

2006 WL 5112612 (12/11/06)

This action was brought on behalf of the creditors of Mirant Corporation, which
was a wholly-owned subsidiary of Southern Company. M.C. Asset was appointed
by the Bankruptcy Court to represent certain Mirant creditors. Mirant was

16
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incorporated to serve as a holding company for Southern Company's merchant
energy business operations, and ultimately went bankrupt. M.C. Asset brought
this action alleging that the transfers to Southern Company constituted fraudulent
transfers. Plaintiffs allege fraudulent transfers in the amount of $2 biltion. This
case has been actively litigated for three years, and the parties recently notified
me that they had resolved the case by settlement. I wrote a number of Orders in
the case during its pendency. One of my rulings is reported at 2006 WL 5112612,

Attorneys for Plaintiff:
A. Ross Rommel , Jr.
Andrews Kurth, LLP-TX
17th Floor

111 Congress

Austin , TX 78701
512-320-9203

Basil A. Umari, Chasless L. Yancey, David P. Griffith, Jennifer M. Gore, Paul D.
Moak, Richard H. Caldwell, Robin Russell, David A. Zdunkewicz, John A. Lee,
W. Scott Locher

Andrews & Kurth-TX

600 Travis Street

Suite 4200

Houston , TX 77002

713-220-4200

Charles E. Campbell, Nathan Lewis Garroway
McKenna Long & Aldridge-GA

303 Peachtree Street, N.E.

One Peachtree Center, Suite 5300

Atlanta , GA 30308-3201

404-527-4000

Attorneys for Defendant:

Gordon Lee Garrett, Jr., Janine Cone Metcalf, David Craig Kiernan, Ryan Preston
Reavis

Jones Day-Atlanta

1420 Peachtree Street, NE

Suite 800

Atlanta , GA 30309-3053

404-521-3939

Gregory M. Gordon

Jones Day-Dallas

2727 North Harwood Street
Dallas , TX 75201
214-969-3759

17
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Richard A. Chesley
Jones Day-Chicago

77 West Wacker Drive
Suite 3500

Chicago , IL 60601-1692
312-269-1525

Christopher Scott Anulewicz, Michael J. Bowers
Balich & Bingham

Suite 700

30 Ivan Allen Jr. Boulevard, NW

Atlanta , GA 30308

404-261-6020

Kish v. SunTrust Banks, Inc., 1:06-cv-968-BBM

Order on class certification (12/16/07) - docket no. 89

This was a consumer class action lawsuit brought against SunTrust Banks. The
class asserted that SunTrust marketed and sold certificates of deposit representing
that the interest rate paid on the CDs could bump up during the term of the CD, if
market rates rose during that time. The class claimed that the representations
made by SunTrust were illusory, and the system was set up such that the interest
rate paid to consumers never bumped up. I certified the class, and the case
ultimately settled.

Attorneys for Plaintiff:

Brian Nathan Smiley

Smiley Bishop & Porter, LLP
1050 Crown Pointe Parkway
Suite 1250

Atlanta , GA 30338
770-829-3850

Kenneth S. Canfield, Kimberly Jean Johnson
Doffermyre Shiclds Canfield Knowles & Devine
1355 Peachtree Street, N.E.

Suite 1600

Atlanta , GA 30309

404-881-8900

Attorneys for Defendant:

Barry Goheen, Dayton Stout Velarde, Jennifer DeRelle Fease
King & Spalding

1180 Peachtree Street, N.E.

Atlanta , GA 30309

404-572-4600

18
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Weeks v. Harden Mfg. Corp. (11th Circuit sitting)
291 F.3d 1307 (11th Cir. 2002)

I was sitting by designation with the Eleventh Circuit, and was primarily
responsible for writing this opinion. The plaintiff employee argued that his
refusal to sign an employment contract containing a mandatory arbitration
provision was statutorily protected activity, as required for a prima facie case of
retaliation under Title VII or other employment statutes, The panel rejected the
plaintiff’s position.

Attorneys for Plaintiffs-Appellees:

Rocco Calamusa, Jr., Brian M. Clark, Dennis George Pantazis
Wiggins, Childs, Quinn & Pantazis, LLC

The Kress Building

301 - 19th Street North

Birmingham, AL 35203

205-314-0500

Attomeys for Defendant-Appellant:

Jonathan B. Lowe, formerly of Lowe, Mobley & Lowe in Haleyville, AL
now Judge, State of Ala. Municipal Court

P.O. Box 98

Addison, AL 35540

256-747-2971

Susan Salonmier Wagner, Frank S. James, IIT

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC
420 20th Street North

Suite 1600

Birmingham, AL 35203

205-215-8310

Attorney for Amici Curiae, Equal Advisory Council & Chamber of Commerce of
United States:

Ann Elizabeth Reesman

Norris Tysse Lampley & Lakis, LLP
1501 M Street, NW

Suite 400

Washington, D.C. 20005
202-629-5600

19

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00037 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.019



VerDate Nov 24 2008

28

Buckley v. Haddock (11th Circuit sitting)

292 F. App'x 791 (11th Cir. 2008) (dissenting opinion)

Mr. Buckley brought this excessive force case against a Deputy Sheriff who
tasered Mr. Buckley when he failed to follow orders after an arrest on a traffic
violation. I was sitting by designation with the Eleventh Circuit, and each
member of the three judge panel wrote a separate opinion. [ wrote the dissenting
opinion setting forth my conclusion that the Deputy's conduct constituted a Fourth
Amendment violation and that the Deputy had fair notice that his conduct violated
the Fourth Amendment.

Attorney for Plaintiff-Appellee:

James V. Cook

Law Office of James V. Cook
314 W, Jefferson Street
Tallahassee, FL. 32301-1608
850-222-8080

Attorney for Defendant-Appellant:

John W. Jolly, Jr.

Jolly & Peterson, P.A.

2145 Delta Boulevard

Suite 200

Tallahassee, FL. 32303-4209
850-422-0282

United States v. Melo, (11th Cir. sitting); 259 F. App’x 248 (11th Cir. 2007)
Iwas sitting by designation with the Eleventh Circuit when I was assigned
primary writing responsibility for this per curiam opinion. It was an appeal of the
sentence imposed by the trial judge after a guilty plea by Mr. Melo. The panel
found that the evidence in the record was not sufficient to support the sentence
imposed, and remanded the case to the trial court for resentencing.

Attorney for Defendant-Appellant:
Neal Gary Rosensweig P.A.

P.O. Box 814598

Hollywood, FL 33081
954-962-7720

Attomeys for Plaintiff-Appellee:
Jeanne M. Mullenhoff, Anne R, Schultz
U.S. Attorney’s Office

99 N.E. 4th Street

Miami, FL 33132

305-961-9000
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United States v. Rodriguez (1 [th Circuit sitting)
259 F. App'x 270 (11th Cir. 2007)

I was sitting by designation with the Eleventh Circuit when I was assigned
primary writing responsibility for this per curiam opinion. This was the second
appeal of his conviction by Mr. Rodriguez, and the issues considered in this Order
were limited to those from the pendency of the case on remand. The opinion
addressed evidentiary rulings made by the trial judge, as well as a claim that
certain delays earlier in the case were sufficient to constitute a due process
violation. The panel upheld the conviction and sentence.

Attorneys for Plaintiff-Appellee:

Dawn Bowen, Anne R. Schultz, Lisette M. Reid
U.S. Attorney's Office

99 N.E. 4th Street

Miami, FL, 33132

305-961-9000

Attorney for Defendant-Appellant:

William Donald Matthewman

Seiden, Alder & Matthewman & Bloch, P.A.
7795 NW Beacon Square Blvd.

Suite 201

Boca Raton, FL. 33487

561-416-0170

United States v. Molina, 1:02-CR-586-19

Order re § 2255 petition (3/21/08) - doc. no. 1158

This was a federal habeas action brought by Ms. Molina, who learned after she
had been tried and convicted of a drug conspiracy charge and a gun violation, that
the government had offered her a plea deal prior to trial. The government did not
dispute that a 5-year plea offer had been made to Ms. Molina’s counsel. A
hearing was beld, during which the testimony revealed that in fact, the plea offer
was not communicated to Ms. Molina perhaps not at all, but certainly not in
Spanish, the only language she spoke. Thus, habeas relief was granted.

Attorney for Government:
William H. Thomas, Jr.
Office of the U.S. Attomney
600 U.S. Courthouse

75 Spring Street, SW
Atlanta, GA 30303
404-581-6000

Attorneys for Defendant:
Derek Mikal Wright
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P.O. Box 50647

1429 Ralph David Abernathy Boulevard
Atlanta , GA 30302

404-756-9292

Lynn Fant, PC
P.O. Box 244
Waco , GA 30182
404-550-2375

Womack v. IRS (11th Circuit sitting)

510 F.3d 1295 (11th Cir. 2007)

I was sitting by designation with the Eleventh Circuit when I was assigned
primary writing responsibility for this per curiam opinion. Both Chief Judge
Edmondson and Judge Dubina contributed to the opinion, which addressed the tax
treatment of lottery winnings. The panel held that such winnings should be
treated as ordinary income, as opposed to a long term capital asset.

Attorney for Appellants:

Steven M. Kwartin
Steven Kwartin, P.A.
P.O.Box 813818
Hollywood, FL 33081
305-987-7440

Attorney for Appellee:

Regina S. Moriarity, Richard Farber

Justice Dept. Tax Division Appellate Section
Room 4324

850 Pennsylvania Avenue, NW

Washington, DC 20530

202-514-3732

* Alderman v. Donald, 1:07-CV-1474-BBM

Order re prisoner civil rights (5/2/08) - doc. no. 148

Mr, Alderman was a Georgia death row inmate, who brought this action to
challenge Georgia's lethal injection method of execution. The Supreme Court of
the United States decided a similar case challenging Kentucky's {ethal injection
method of execution in Baze v. Rees, U.S._, 128 S. Ct. 1520 (2008) during the
pendency of my case. Under Eleventh Circuit precedent, Mr. Alderman's
complaint was time-barred.

Attorneys for Plaintiff:

22
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Elizabeth K. Quinn, Hanna F. Madbak, James M. Ringer, Jeanette R. Blair,
Maryana A. Kodner, Michael A. Siem, Sarah M. Chopp

Clifford Chance LLP

31 W. 52nd Street

New York, NY 10019

212-878-3489

Jason Richard Edgecombe, William E. Hoffman, Jr.
King & Spalding

1180 Peachtree Street, NE

Atlanta, GA 30309

404-572-4600

Thomas H. Dunn
Georgia Resource Center
303 Elizabeth Street
Atlanta, GA 30307
404-222-9202

Attorney for Defendant:

Eddie Snelling, Jr.

Office of State Attorney General
40 Capital Square, SW

Atlanta, GA 30334
404-463-8850

Tommy Hilfiger Licensing, Inc. v. Goody's Family Clothing, Inc., No. 00-cv-
1934-BBM, 2003 WL 22331254 (5/9/03)

Tommy Hilfiger brought this action claiming that Goody's was selling counterfeit
versions of its clothing. I conducted a bench trial in this matter, and concluded
that the claims made by Hilfiger were supported by the evidence. A significant
judgment was entered in favor of Hilfiger.

Attorneys for Plaintiff;

Bruce A. Schoenberg, Joseph H. Lessem, Louis S. Ederer, Vincent J. Wiscovtch,
Waltcr Eliot Bard

Gursky & Ederer

1350 Broadway

11th Floor

New York, NY 10018

212-904-1234

Stephen M. Schaetzel
King & Spalding
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1180 Peachtree Street, NE
Atlanta, GA 30309
404-572-4600

Attorneys for Defendant:

Arthur Daniel Brannan
DLA Piper USLLP

2800 One Atlanta Center
1201 West Peachtree Strect
Atlanta, GA 30309-3450
404-736-7803

Benjamin Franklin Johnson, IV
Hunton & Williams

600 Peachtree Street, NE

Suite 4100

Atlanta, GA 30308
404-888-4000

Edward A. Pennington, James Hamilton, Neil Alan Steiner, Warren Anthony
Fitch

Swidler Berlin Shereff Friedman

3000 K Street, NW

Suite 300

Washington, DC 20007

202-424-7500

Joseph Frederick Hession
Carlton Fields, PA

1201 West Peachtree Street
Suite 3000

Atlanta, GA 30308
404-815-2706

Provide a list of all cases in which certiorari was requested or granted.
Because [ sit in a trial court, I do not have reliable records regarding which of my

cases go on from the Eleventh Circuit to request or receive Certiorari.

Provide a brief summary of and citations for all of your opinions where your
decisions were reversed by a reviewing court or where your judgment was
affirmed with significant criticism of your substantive or procedural rulings. If
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any of the opinions listed were not officially reported, provide copies of the
opinions.

United States v. Patrol Services, Inc., 1:98-cv-1348-BBM

The Eleventh Circuit reversed my award of attorneys fees to the relator’s counsel
in this case, finding that I had reduced the attorneys fees beyond what was legally
permissible. The court remanded the case to me for reconsideration and
recalculation of the award of attorneys fees. A copy of the Eleventh Circuit
opinion is attached.

Riverwood Int'l Corp. (k/n/a Graphic Packaging Int'l, Inc.) v. R. A. Jones & Co.,
1:98-cv-2840-BBM

After the trial of this patent case, the Federal Circuit reversed one of my rulings
regarding prior art, and vacated the juror’s verdict based on that ruling.
Riverwood Int'f v. R.A. Jones & Co., 324 F.3d 1346 (Fed. Cir. 2003).

Rcne Clinton v, City of Atlanta, 1:99-cv-338-BBM
I granted summary judgment to the City of Atlanta on Ms. Clinton’s Americans
with Disabilities Act claims, and the Eleventh Circuit reversed the ruling.

Thomas James Mahone v. Walter Ray, 1:99-cv-1001-BBM

1 dismissed Mr. Mahone's claims against the Georgia Board of Pardons and
Paroles and several of its members. The Eleventh Circuit reversed my ruling in
part. Mahone v. Ray, 326 F.3d 1176 (11™ Cir. 2003).

William Chavis v. Clayton County Sch. Sys., 1:99-cv-2843-BBM

Mr. Chavis brought this action against his employer, alleging that the school
systern retaliated against him because of his testimony at a hearing in a state
magistrate court hearing about the conduct of one of his colleagues. | granted
summary judgment to the school systern, and the Eleventh Circuit reversed the
judgment and remanded the case for trial. Chavis v. Clayton County Sch. Dist,,
300 F.3d 1288 (11% Cir. 2002).

Gates v. Wetherington, 1:00-cv-581-BBM

I granted summary judgment in favor of the defendant prison guards in Mr. Gate’s
excessive force case. The Eleventh Circuit reversed, and remanded the case for
trial.

Covad Comme’ns Co. v. Belisouth Corp,, 1:00-cv-3414-BBM

This case required an analysis of whether the Telecommunications Act of 1996
preempted antitrust claims brought pursuant to the Sherman Antitrust Act. I
concluded that it did, and dismissed the anti-trust claims. On appeal, the Eleventh
Circuit held that it did not, and reversed my ruling. See Covad Commc’ns Co. v,
BellSouth Corp., 299 F.3d 1272 (1 1% Cir. 2002). At the time, there was a split
among the Circuits on this question, and when the Supreme Court of the United
States considered the question, it vacated the Eleventh Circuit’s opinion. Sge,
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BellSouth Corp. v. Covad Comme'ns Co., 540 U.S. 1147 (2004). When the
Eleventh Circuit considered the issue on remand, it revised its earlier opinion to
agree with what I said in my original Order as to some claims, but not as to
others. See Covad Comme'ns Co. v. BellSouth Corp., 374 F.3d 1044 (11® Cir.
2004).

United States v. Steven and Byron Pitts, 1:01-cr-733-BBM

The Pitts brothers appealed the sentence I imposed, arguing in part that I
sentenced them at a time when the United States Sentencing Guidelines were
deemed to be mandatory. Between the time that I sentenced the Pitts, and the
time that the Eleventh Circuit considered their appeal, the Supreme Court of the
United States decided Unitcd States v. Booker, 543 U.S. 220 (2005). Based on
the Booker decision, the Eleventh Circuit remanded the case so that I could
sentence the Pitts with knowledge that the sentencing guidelines were advisory,
and not mandatory.

Loren F. v. Atlanta Indep. Sch. Sys., 1:01-ev-1532-BBM

Loren F.’s parents sued the Atlanta school system seeking reimbursement for the
cost of sending him to private school. The parents alleged that the school system
had failed to provide Loren F. with the special education services he was entitled
to under the Individuals with Disabilities Education Act. I granted judgment to
the school system as a matter of law. The Eleventh Circuit remanded the case for
a bench trial. Loren F. ex rel. Fisher v. Atlanta Indep. Sch. Sys., 349 F.3d 1309
(11® Cir. 2003).

United States v. Carolyn Mitehcll, 1:02-cr-393-BBM

The Eleventh Circuit remanded this case for resentencing, with direction to apply
a one-level reduction in Ms. Mitchell's offense level. A copy of the unpublished
Eleventh Circuit opinion is attached.

United States v. Henry Green, 1:02-cr-585-BBM-5

I imposed sentence upon Mr. Green at a time when the United States Sentencing
Guidelines were deemed to be mandatory. After [ sentenced him, and before the
Eleventh Circuit addressed his appeal, the Supreme Court of the United States
decided United States v. Booker, 543 U.S. 220 (2005). For that reason, the
Eleventh Circuit remanded the case so that I could sentence Mr. Green based on
an advisory guideline system.

United States v. Adan Miranda, 1:02-cr-586-BBM-4

The Eleventh Circuit reversed two of my rulings in this case. At the conclusion of
his criminal trial, and after he had been convicted by the jury, I granted Mr.
Miranda’s Motion for a Judgment of Acquittal. The Eleventh Circuit found that
there had been sufficient evidence to convict Mr. Miranda, and remanded the case
for me to make a determination on Mr. Miranda’s new trial motion. See United
States v, Miranda, 425 F.3d 953 (11® Cir. 2005) Upon remand, I granted Mr.
Miranda a new trial. The Eleventh Circuit reversed this decision as well, stating
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that Mr, Miranda’s motion for a new trial had not been timely filed, and
specifically reversing my finding of prosecutorial misconduct. United States v.
Miranda, 220 F. App’x 965 (11™ Cir. 2007).

United States v. Eliany Molina, 1:02-cr-586-BBM-19

After the jury convicted Ms. Molina, I granted her Motion for Judgment of
Acquittal. The Eleventh Circuit reversed my ruling, and remanded the case for
me to impose sentence upon Ms. Molina for the crimes of which she had been
convicted. United States v. Molina, 443 F.3d 824 (11" Cir. 2006).

United States v. Jose Jaimes Cambray, 1:02-cr-586-BBM-2

1 imposed sentence upon Mr. Cambray at a time when the United States
Sentencing Guidelines were deemed to be mandatory. After I sentenced him, and
before the Eleventh Circuit addressed his appeal, the Supreme Court of the United
States decided United States v. Booker, 543 U.S. 220 (2005). For that reason, the
Eleventh Circuit remanded the case so that I could sentence Mr. Cambray based
on an advisory guideline system.

Parker v. Scrap Metal Processors, Inc., 1:02-cv-925-BBM

The Eleventh Circuit reversed two of my rulings in this case. After a substantial
jury award, the defendants appealed and argued that I committed error in my
charge to the jury. The charge I gave was provided by the plaintiff, and no one
objected to it at the time I gave it. Nevertheless, the Eleventh Circuit held that 1
cormumitted plain error in the jury charge, and remanded the case for retrial. See
Parker v. Scrap Metal Processors, Inc., 386 F.3d 993 (11" Cir. 2004). On
remand, I realized that only state law claims remained, and I remanded the case to
state court for lack of federal jurisdiction. The Eleventh Circuit held that I
abused my discretion in not cxercising supplemental jurisdiction. Parker v. Scrap
Metal Processors, Inc., 468 F.3d 733 (11™ Cir. 2006).

Chep USA v. Mock Pallet Co., 1:02-cv-2053-BBM

After a jury trial in which the defendant received an award against the plaintiff,
and the plaintiff recovered nothing, the Eleventh Circuit reversed a number of my
rulings, and affirmed others. Chep USA v. Mock Pallet Co., 138 F. App'x 229
(11® Cir. 2005)

Williams v, Chatman, 1:02-cv-3362-BBM

This was the federal habeas action brought by Wayne Williams, who had been
convicted in Atlanta’s highly publicized child murders during the 1980's. 1did
not grant federal habeas relief to Mr, Williams, and the Eleventh Circuit did not
disturb this outcome. However, on appeal, the Eleventh Circuit found that I did
not have jurisdiction to address some of the issues I ruled on, and I did have
jurisdiction to rile on some of the issues [ failed to address. Williams v.
Chatman, 510 F.3d 1290 (11" Cir. 2007).
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United States v. Middlebrooks, 1:03-cr-431-BBM

The Eleventh Circuit remanded this case for resentencing of two defendants after
the Supreme Court decided United States v. Booker, 543 U.S. 220 (2005). I first
sentenced these defendants prior to the Booker decision, and pursuant to what was
deemed a mandatory guideline system. The Eleventh Circuit also found that I
abused my discretion in making an evidentiary ruling, but found that the error was
harmless. United States v. Middlebrooks, 141 F. App'x 834 (11® Cir. 2005).

United States v. Kirk Bums, 1:03-cr-506-BBM
The Eleventh Circuit remanded this case for resentencing in light of United States
v. Davidson, 360 F.3d 1374 (11" Cir. 2004). The Circuit opinion is attached.

Ajaka v. Brooksamerica Mortgage Corp., 1:03-cv-977-BBM

I held that Mr. Ajaia was estopped from asserting certain claims under the Truth
in Lending Act because he had failed to report his law suit on those claims in the
schedules to his bankruptcy proceeding. My opinion is published at 2005 WL
6075374. The Eleventh Circuit reversed. See Ajaia v, Brooksamerica Mortgage
Corp., 453 F.3d 1339 (11" Cir. 2006).

Hashemi v. Rutledge, 1:03-cv-2370-BBM

I granted summary judgment to two Deputy Sheriffs in this case asserting
excessive force claims against them, and the Eleventh Circuit reversed the
judgment. A copy of the Eleventh Circuit opinion is attached.

United States v. Hoang Nguyen, 1:04-cr-232-BBM
The Eleventh Circuit remanded this case with direction that I correct a clerical

error in Mr. Nguyen's Judgment and Commitment Order. United States v. Hoang
Nguyen, 2008 WL 4291613 (1 1* Cir. Sept. 19, 2008).

United States v. Michael Diaz, 1:04-cr-251-BBM

I ruled that Mr. Diaz requested to proceed with his trial without a jury. The
Eleventh Circuit felt that the record demonstrated otherwise, and remanded the
case for retrial with a jury, United States v. Diaz, 540 F.3d 1316 (11" Cir. 2008).

Levine v. World Financial, et al., 1:04-cv-1283-BBM

I granted a motion to dismiss the plaintiff's complaint for failure to state a claim
on his Fair Credit Reporting Act claim. The Eleventh Circuit concluded that he
had stated such a claim, and remanded the case in order that it could proceed to
discovery. Levine v. World Fin. Network Nat'l Bank, 437 F.3d 1118 (11™ Cir.
2006).

Eduardo Diaz v. Marcus Moseley, M.D., 1:04-cv-3056-BBM

I granted a Motion to Dismiss filed by the defendants who were prison doctors.
The Eleventh Circuit reversed the Judgment stating that the record was not
sufficiently developed to permit appellate review. A copy of the Eleventh Circuit
opinion is attached,
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United States v. Campos-Diaz, 1:05-cr-241-BBM

The Eleventh Circuit did not disturb the substance of any rulings I made, but
remanded the case for correction of a clerical error in the Judgment and
Commitment Order. United States v. Campos-Diaz, 472 F.3d 1278 (1 1* Cir.
2006).

United States v. Ledbetter, 1:05-cr-409-BBM

The Eleventh Circuit remanded the case for resentencing, stating that the
government bad breached its plea agreement with Mr. Ledbetter at sentencing. A
copy of the Eleventh Circuit opinion is attached.

Hawes v. Howerton, 1:05-cv-683-BBM

The Eleventh Circuit remanded this case to me twice. First, the court held that I
entered an Order granting Mr. Hawes’s Motion for Reconsideration when I did
not have jurisdiction to do so, and remanded the case for me to vacate my Order.
A copy of the Eleventh Circuit’s opinion dated September 28, 2006 on this issue
is attached. Thereafter, I granted the Warden's Motion to Dismiss Mr. Hawes’s
habeas petition because it was barred as a second or successive petition, or
alternatively because it was time barred. The Eleventh Circuit remanded the case
again stating that the record in the case was insufficient to establish whether Mr,
Hawes’s petition was successive. This opinion was dated December 27, 2007,
and it is attached as well.

Skop v. City of Atlanta, 1:05-cv-1754-BBM

I granted summary judgment to the police officer in this casc based on qualified
immunity. The Eleventh Circuit concluded that the officer had committed a
Fourth Amendment violation which was well established, and remanded the case
for trial. Skop v. City of Atlanta, 485 F.3d 1130 (11" Cir. 2007).

United States v. Holmes, 1:06-cr-169-BBM

1 denied a Motion to Suppress the search of Mr. Holmes's residence. On appeal,
the Eleventh Circuit found that I had failed to consider one of the necessary
factors in my evaluation of the search, and remanded the case for reconsideration.
United States v. Holmes, 270 F. App'x 767 (1 1" Cir. 2008).

Mortgage Elec. Registration Sys. v. Booker, 1:06-cv-166-BBM

I denied Ms. Booker’s Motion to Appeal /n Forma Pauperis, and the Eleventh
Circuit remanded with instruction to vacate the Order denying appeal, insofar as I
had been without jurisdiction to issue it. A copy of the Opinion is attached. [Doc.
No. 21]

United States v. Abdul L. Holyfield, 1:06-cr-175-BBM

Mr. Holyfield was charged with numerous counts of bank fraud and aggravated
identity theft. The jury convicted him of seven of those counts. The Eleventh
Circuit found that I admitted hearsay evidence into the trial, and reversed Mr.
Holyfield's conviction on two of the seven counts for that reason. Mr. Holyfield's
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case was remanded for resentencing for that reason. United States v. Thomas, et
al., 2009 WL 449184 (11" Cir. Feb. 24, 2009).

United States v. Smith, 1:06-cr-376-BBM

In a lengthy opinion, the Eleventh Circuit upheld Mr. Smith’s conviction and the
term of the sentence I imposed. However, the court held that I did not properly
provide for Mr. Smith to serve his sentence concurrently with a state sentence
imposed for the same conduct which was the subject of his federal conviction.
Thus, the case was remanded with direction that I sentence Mr. Smith to the same
term as the original sentence, but with express direction that it run concurrently
with the state sentence. United States v. Smith, 2009 WL 567243 (1 1® Cir. Mar.
6, 2009).

United States v. Talbin D. Andrews, 1:07-cr-15-BBM
The Eleventh Circuit remanded this case for a correction of a clerical error in the
Judgment & Commitment Order. A copy of the Opinion is attached.

Morgan v. Pac. Specialty Ins. Co., 1:07-cv-502-BBM

I granted summary judgment to the defendant insurance company. The Eleventh
Circuit found that there were issues of fact to be decided by the jury, and reversed
the judgment. A copy of the Eleventh Circuit opinion is attached [114].

Nicholson v. Shafe, 1:07-cv-2724-BBM

I granted the Defendant's Motion to Dismiss and awarded attomneys fees against
the plaintiff. The Eleventh Circuit ruled that I committed error in dismissing the
case. Nicholson v. Shafe, 558 F.3d 1266 (11% Cir. 2009).

. Provide a description of the number and percentage of your decisions in which

you issued an unpublished opinion and the manner in which those unpublished
opinions are filed and/or stored.

1 place all of my decisions on our court's CM/ECF system. This means that any
decision I write is available to the public on the PACER system. I rarely
designate whether a particular opinion of mine should be published or not
published.

. Provide citations for significant opinions on federal or state constitutional issues,

together with the citation to appellate court rulings on such opinions. If any of the
opinions listed were not officially reported, provide copies of the opinions.

United States v. Farley, 1:07-CR-0196-BBM
The defendant filed a motion asserting that a portion of 18 U.S.C. § 2241(c) was
unconstitutional as applied to him. I agreed, and a copy of my order is attached.

The Lamar Co. v. City of Marietta, 1:07-cv-764-BBM
This was a First Amendment challenge to the City of Marietta's sign ordinance. I
concluded that the ordinance did not impose sufficient time limits within which
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local officials were required to make a decision regarding a sign permit
application. A copy of my order dated February 25, 2008 is attached.

Lamar Advertising Co. v. City of Douglasville, 1:02-cv-1554

Plaintiff challenged the City of Douglasville’s sign ordinance as an as an
unconstitutional restriction on the freedom of speech. I concluded that five
provisions of the ordinance were unconstitutional prior restraints on speech under
the First Amendment. 254 F.Supp.2d 1321 (N.D. Ga. 2003).

Marlyn Tillman v. Gwinnett County Sch. Sys., 1:04-cv-1180

This lawsuit asserted that the dress code for the Gwinnett County school system
violated the First Amendment rights of Ms. Tillman's son, who was a student. [
concluded that one of the dress codes at issue was void for vagueness, and granted
certain declaratory relief to Ms. Tillman. This case was ultimately settled by the
parties. A copy of my Order, dated November 23, 2005 is attached. Ms. Tillman
filed a Motion for Reconsideration of the November 23, 2005 Order, which [
granted in part. A copy of that Order, dated July 27, 2006, is attached as well,

Zibthuda, LEC v. Gwinnett County, 1:01-cv-1416-BBM

This action was brought as a First Amendment challenge to Gwinnett County,
Georgia’s adult entertainment ordinance. I entered a preliminary injunction
prohibiting the county from enforcing the ordinance against the plaintiff. I held
that the ordinance failed to set a definite time period within which county officials
had to approve or deny an application for a license, thus constituting an
unconstitutional prior restraint on speech. Gwinnett County quickly enacted a
new ordinance which did meet constitutional requirements and I upheld the new
ordinance. The Eleventh Circuit dismissed the appeal of my injunction Order as
moot in light of the newly enacted ordinance, and affirmed my opinion upholding
the new ordinance. A copy of my decision dated September 16, 2003 is attached.

Jack Alderman v. James Donald, 1:07-cv-147-BBM.

A Georgia death row inmate filed a § 1983 claim challenging Georgia's three-
drug lethal injection method as unconstitutional. I denied Plaintiff’s motion for
summary judgment, and granted defendants’ motion, thus dismissing the inmate’s
complaint because his claim was time-barred and the lethal injection protocol was
substantially similar to that of Kentucky, which had been upheld by the Supreme
Court in Baze v . Rees, 128 S.Ct. 1520, 170 L.Ed.2d 420 (2008) (plurality
opinion). The Eleventh Circuit affirmed the dismissal.

Florida Association of Professional Lobbyists, Inc. v. Div. of Legislative Info
Services, 525 F.3d 1073 (11th Cir. 2008). A state association of lobbyists
attacking the constitutionality of a Florida statute that would have regulated
legislative and executive lobbying in the State of Florida. Sitting by designation
on the Eleventh Circuit, I wrote for the panel’s opinion, which affirmed the
District Court’s decision to uphold the Act on First Amendment grounds. The
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panel certified three questions to the Florida Supreme Court because they
presented novel questions of Florida constitutional law.

Kidd v. Cox, 1:06-cv-997

I sat on a three-judge panel which considered a constitutional challenge to
Georgia Scnate Bill 386. SB386 redistricted Georgia Senate Districts 46, 47 and
49, changing voting districts in Athens - Clarke County, Georgia and adjacent
counties. The panel concluded that the plaintiffs failed to (1) carry their burden of
showing that the redistricting plan was unrelated to legitimate redistricting
criterion; (2) articulate manageable or politically-neutral standards that would
make an equal protection political gerrymandering claim justiciable; or (3)
demonstrate that the redistricting plan violated rights protected under the First
Amendment. 2006 WL 1341302 (N.D. Ga., May 16, 2006)

Provide citations to all cases in which you sat by designation on a federal court of
appeals, including a brief summary of any opinions you authored, whether
majority, dissenting, or concurring, and any dissenting opinions you joined.

I have been designated to sit with the Eleventh Circuit on two occasions—once
during 2002, and once in October, 2007. T authored some opinions, and wrote or
otherwise participated in other per curiam opinions. The following is a list of
those opinions:

Weeks v. Harden Mfg. Corp., 291 F.3d 1307 (1 1th Cir. 2002)

This case was brought by an employee asserting that his refusal to agree to a
compulsory arbitration provision constituted protected activity for purposes of
establishing a prima facie case of retaliation. Our panel held that it did not. I
authored this opinion, and Judge Ed Carnes contributed to it as well.

Womack v. Comm'r, 510 F.3d 1295 (11th Cir. 2007)

This opinion addressed the tax treatment of lottery winnings, holding that such
winnings should be treated as ordinary income, as opposed to a long term capital
asset. Iauthored this opinion with input from Chief Judge Edmondson and Judge
Dubina.

Florida Ass'n of Prof'] Lobbyists, Inc. v. Div. of Legislative Info, Servs., 525 F.3d
1073 (11th Cir. 2008)

This per curiam opinion addressed a Constitutional challenge to a Florida statute
which limited expenditures made by lobbyists, and set rcporting requirements for
lobbyists. The panel certified a question about the Florida Constitution to the
Supreme Court of Florida. I was not primarily responsible for writing this
opinion.

Canon Latin Am., Inc. v. Lantech (CR), S.A., 508 F.3d 597 (11th Cir. 2007)
This per curiam opinion vacated an injunction against 2 Cost Rican corporation
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which had been imposed by a lower court, and enjoined a legal action brought in
Costa Rica. I did not have primary writing responsibility for this opinion.

Buckley v. Haddock, 292 F. App’x 791 (11th Cir. 2008)

This opinion addressed an excessive force claim. An opinion was written by each
member of the 3-judge panel. I filed a dissenting opinion setting forth my
analysis which would have resulted in a jury trial for the plaintiff.

United States v. Rodriguez, 259 F. App’x 270 (11th Cir. 2007)
This was a criminal appeal. I was primarily responsible for writing this opinion.

United States v. Melo, 259 F. App’x 248 (11th Cir. 2007).
This criminal appeal challenged Mr. Melo's sentence. I was primarily responsible
for writing this opinion.

14, Recusal: If you are or have been a judge, identify the basis by which you have assessed
the necessity or propriety of recusal (If your court employs an "automatic” recusal system
by which you may be recused without your knowledge, please include a general
description of that system.) Provide a list of any cases, motions or matters that have
come before you in which a litigant or party has requested that you recuse yourself due to
an asserted conflict of interest or in which you have recused yourself sua sponte. Identify
each such case, and for each provide the following information:

Our court has a conflicts screening system. I am automatically recused, for example,
from any case in which my husband's law firm is counsel. Ihave provided a list of any
securities owned by my husband or by me, and the screening system automatically blocks
any case involving those companies from being assigncd to me. Because cases
involving my husband’s law firm and companies in which we own stock are never
assigned to me, the issue of recusal never comes up. Nevertheless, I review the
Certificates of Interested Persons called for by the Rules of our court to be sure they don't
indicate any other type of conflict.

Prior to the time our court got the conflicts screening software, I entered an Order in each
case in which I had a conflict. My conflicts were always a result of either the
involvement of my husband's law firm, or ownership of stock in one of the parties by my
husband or me. T have attached a list of every case in which I entered an Order of
recusal. The two cases I next describe were unusual, and I believe require further
explanation.

Prior to the time our court got the conflicts software, I relied on the parties to file the
Certificate of Interested Parties called for by our rules, in order to determine whether I
had a conflict. In the case of In re Mirant Securities, 1:02-cv-1467, the parties failed to
file a Certificate of Interested Persons, and I issued some Orders in the case before I
realized that I owned stock in more than one company named as a defendant in the case.
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I held a hearing with counsel to explain what I had done, and recused myself sua sponte,
from the case by Order dated September 19, 2003.

I recused myself in a products liability case after handling it for some time. I realized
that the son-in-law of the plaintiff was a friend, business associate and banker with whom
my husband had a long term relationship. The son-in-law knew that the case was
assigned to me, and he also knew I was married to his friend. He mentioned the case to
my husband a couple of times. During the pendency of the case, we were moving, and
my husband was shopping for a mortgage. Without thinking about my case, my husband
ended up in discussions with my plaintiff’s son-in-law about obtaining our loan. I felt
this could create an appearance of impropriety, and recused myself sua sponte, without
explanation. We did not ultimately get our loan with this banker. The case was Leathers
v. Pfizer, Inc. 1:04-cv-615-BBM.

a. whether your recusal was requested by a motion or other suggestion by a litigant
or a party to the proceeding or by any other person or interested party; or if you
recused yourself sua sponte;

I have had two pro se litigants sought to have me disqualified from their cases.
The first is Walter Aycock, who sought to have me removed in two cases: Aycock
v. City of Atlanta, 1:01-cv-88-BBM and Aycock v. Calk,1:02-cv-736-BBM. 1
declined to recuse myself because Mr. Aycock’s complaints about me related to
rulings I had made in his case. The second pro se litigant who has sought my
recusal is Jessie Ray Cox, has done so in two cases: 1:08-cv-1456 and 1:08-cv-
3238. Ideclined to recuse myself in this case as well, because Mr. Cox’s
assertions of bias on my part related to rulings I had made in his cases.

b. abrief description of the asserted conflict of interest or other ground for recusal;

Mr. Aycock sought to have me removed from his cases because he felt 1 was
biased in favor of the defendants,.and did not give proper consideration to his
exhibits. Mr. Cox asserted that my rulings indicated biased against all poor
people of color.

c. the procedure you followed in determining whether or not to recuse yourself;

In the Aycock and Cox cases, I declined to recuse myself based on the precedent
in this Circuit, which provides that adverse rulings do not constitute a legal basis
for recusal.

d. your reason for recusing or declining to recuse yourself, including any action
taken to remove the real, apparent or asserted conflict of interest or to cure any
other ground for recusal.

After I realized my conflict belatedly in the Mirant case, I sold all of my equities,
and invested the moncy in mutual funds to avoid similar problems in the future.
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15. Public Office, Political Activities and Affiliations:

a. List chronologically any public offices you have held, other than judicial offices,
including the terms of service and whether such positions were elected or
appointed. If appointed, please include the name of the individual who appointed
you. Also, state chronologically any unsuccessful candidacies you have had for
elective office or unsuccessful nominations for appointed office.

I served as Assistant Attorney General for the State of Georgia from December
1984 - May 1994. I was hired for that position by then-Attorney General Mike
Bowers.

I served as United States Attorney in the Middle District of Georgia from 1997 to
2000. Ibecame the acting United States Attorney on November 2, 1997. After
Senate confirmation, I was appointed United States Attomey by President Clinton

on March 2, 1998.

b. List all memberships and offices held in and services rendered, whether
compensated or not, to any political party or election committee. If you have ever
held a position or played a role in a political campaign, identify the particulars of
the campaign, including the candidate, dates of the campaign, your title and
responsibilities.

When I graduated from college, I worked for several months (June - November,

1976) as a volunteer for the father of a friend of mine who was running for U.S.

Congress (Billy Adams Campaign for Congress.) I generally did office work.
16. Legal Career: Answer each part separately.

a. Describe chronologically your law practice and legal experience after graduation
from law school including:

i. whether you served as clerk to a judge, and if so, the name of the judge,
the court and the dates of the period you were 2 clerk;

1 did not serve as a law clerk to a judge.
ii. whether you practiced alone, and if so, the addresses and dates;
I have not practiced alone.
iil, the dates, names and addresses of law firms or offices, companies or

governmental agencies with which you have been affiliated, and the nature
of your affiliation with each.
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1994 — 2000

Office of the United States Attormey

300 Mulberry Street

Macon, GA 31201

United States Attorney (1998-2000)

Acting United States Attorney (1997-1998)
Assistant United States Attorney (1994-1997)

1984 — 1994

Office of the Attorney General of Georgia
40 Capitol Square

Atlanta, GA 30334

Senior Assistant Attorney General

1981 - 1984
Martin & Snow
240 Third Street
Macon, GA 31201
Attorney

. whether you served as a mediator or arbitrator in alternative dispute

resolution proceedings and, if so, a description of the 10 most significant
matters with which you were involved in that capacity.

I have not served as a mediator or arbitrator in alternative dispute
resolution proceedings.

b. Describe:

the general character of your law practice and indicate by date when its
character has changed over the years.

As an associate at Martin & Snow, I did ERISA work, represented
creditors in bankruptcy proceedings, and sometimes represented indigent
criminal defendants in state court.

From 1984-1991, while working as an Assistant Attorney General |
represented the state in personal injury and property damage cases
throughout Georgia. 1 did some employment litigation as well as some
appellate work. [ was given a supervisory position in 1991. In this
position I supervised the work of other lawyers and the nature of my
practice changed. [ represented licensing boards in prosecuting health
care professionals for matters affecting their licensure, and I also
represented Georgia state court judges when they got sued.

From May, 1994-November, 1997 1 prosecuted crimes charged by the
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Office of the U.S. Attorney for the Middle District of Georgia. I handled
all aspects of my cases including the grand jury investigation, pretrial
hearings, negotiating guilty pleas, trials and sentencing. I served as United
States Attorney in the Middle District of Georgia from 1997 to 2000. I
became the acting United States Attorney on November 2, 1997. After
Senate confirmation, I was appointed United States Attorney by President
Clinton on March 2, 1998. This was an office with approximately 60
employees. I worked with state, local and federal officials in the 70
county area in my district. I worked for the development of “Weed and
Seed” sites in Albany, Athens, Macon and Valdosta. 1served on the
Attorney General’s Advisory Council and as chair of the Executive
Council for the Organized Crime Drug Enforcement Task Force for the
Southeast Region.

Since August, 2000 I have served as a United States District Judge in
Atlanta, Georgia. I preside over civil and criminal cases filed in my court,
and issue written Orders on motions filed by the parties.

ii. your typical clients and the areas at each period of your legal career, if
any, in which you have specialized.

At Martin & Snow, my typical client was a bank or small business needing
to have a claim filed in bankruptcy court, or requiring a profit sharing or
retirement plan. During the time I was an Assistant Attomey General, my
clients were state agencies and state employees. During the time I was a
federal prosecutor, I worked with federal agencies to prosecute those who
violated federal criminal statutes.

¢. Describe the percentage of your practice that has been in litigation and whether
you appeared in court frequently, occasionally, or not at all. If the frequency of
your appearances in court varied, describe such variance, providing dates.

Since 1994, my practice has been exclusively litigation in federal court. As U.S.
Attorney all of my practice was criminal. Before 1994, more than 90% of my
practice was civil and in state court or administrative agencies.

i. Indicate the percentage of your practice in:

1. federal courts: 60%
2. state courts of record: 35%
3. other courts:

4, administrative agencies: 5%

il. Indicate the percentage of your practice in:
1. civil proceedings: 60%
2. criminal proceedings: 40%
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d. State the number of cases in courts of record, including cases before
administrative law judges, you tried to verdict, judgment or final decision (rather
than settled), indicating whether you were sole counsel, chief counsel, or associate
counsel.

During my years as a lawyer, I remember trying twelve cases— seven as sole
counsel, two as lead, and three as second chair.

i. What percentage of these trials were:
1. jury: 67%
2. non-jury: 3%

e. Describe your practice, if any, before the Supreme Court of the United States.
Supply four (4) copies of any briefs, amicus or otherwise, and, if applicable, any
oral argument transcripts before the Supreme Court in connection with your
practice.

1 have not practiced before the Supreme Court of the United States.

17. Litigation: Describe the ten (10) most significant litigated matters which you personally
handled, whether or not you were the attorney of record. Give the citations, if the cases
were reported, and the docket number and date if unreported. Give a capsule summary of
the substance of each case. Identify the party or parties whom you represented; describe
in detail the nature of your participation in the litigation and the final disposition of the
case. Also state as to each case:

a. the date of representation;

b. the name of the court and the name of the judge or judges before whom the case
was litigated; and

c. the individual name, addresses, and telephone numbers of co-counsel and of
principal counsel for each of the other parties.

1. United States v. Major, et al., 5:94-cr-44-WDO (M.D. Ga.)
This was the prosecution of a drug conspiracy indicted in August, 1994 and tried
in October, 1996. I tried the case with Assistant United States Attorney Charles
Calhoun, who can be reached at 478-752-3511. The judge was the Honorable
Wilbur Owens. Two of the defendants were represented by Mr. Frank Hogue,
who can be reached at 478-750-8040 and Ms. Sandra Popson, who can be reached
at 478-742-6481.

2. United States v. Dean, 3:95-cr-1-DF (M.D. Ga.)
This was a drug prosecution with five defendants. All defendants pled guilty
during 1995. The judge was the Honorable Duross Fitzpatrick. Some of the
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defendants were represented by Sandra Popson at 478-742-6481, Mr. Alan
Wheeler at 478-742-7488 and Mr. Doye Green at 478-743-9517.

United States v. Graves, 5:95-cr-05-WDO (M.D. Ga.)

This was the prosecution of Mr. Graves for a firearms offense. The evidence was
that Mr. Graves, who was a 3-time convicted felon used a firearm to facilitate the
rape of a 14 year old girl. He was convicted by a jury in 1997, and sentenced to a
term of life in prison.

I tried this case with Jessica Hagen, who can be reached at 404-572-4702. The
Judge was the Honorable Wilbur Owens. Opposing counsel was Robert Faulker,
who no longer appears in the Georgia Bar directory as a practicing lawyer.

United States v. Pope, 5:95-cr-38-DF (M.D. Ga.)

I prosecuted Mr. Pope for possessing a firearm as a 3-time convicted felon. The
case was tried in March, 1996. The judge was the Honorable Duross Fitzpatrick,
and opposing counsel was Hale Almand, Jr. who can be reached at 404-746-2237.

United States v, Taylor, 5:93-cr-21-WDQ (M.D. Ga.)

I prosecuted this counterfeit case. Mr. Taylor pled guilty and was sentenced in
1995. The judge was the Honorable Wilbur Owens, and opposing counsel was
Floyd Buford, who can be reached at 478-742-3605.

In re: E.I. Dupont de Nemours & Co., 4:95-cv-36-HL. (M.D. Ga.)

This was a case referred to me as United States Attorney for a contempt
investigation regarding discovery violations committed by E.I. Dupont and its
counsel. Idid some fairly extensive work on the case. The trial judge, Hugh
Lawson, ultimately imposed civil fines on Dupont and on its counsel. The
lawyers involved in the case were Neal Pope who can be reached at 706- 324-
0050, Richard Gill, who can be reached at 334-834-1180, Stephen Clay who can
be reached at 404-815-6514, John Chandler, who can be reached at 404-572-
4646, William Boice who can be reached at 404-815-6464 and John Fleming at
404-853-8000.

Price v. Ga. Dep’t of Transp., 182 Ga. App. 353 (1987)

Price v. Ga. Dep’t of Transp., 257 Ga. 535 (1987)

This case raised questions regarding protection of state employees by the state’s
sovereign immunity, and was litigated in both the Georgia Court of Appeals and
Gecorgia Supreme Court. The trial judge was Rosser Malone, in the State Court of
Dougherty County. Opposing counsel was Mr. Terry Marlowe, who can be
reached at 229-878-6500.

Ga. Dep’t of Transp. v. Bonnett, 257 Ga. 189 (1987)
This was a condemnation case raising legal questions which ultirately required a
ruling from the Georgia Supreme Court. The trial judge was Judge John Crosby

39

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00057 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.040



VerDate Nov 24 2008

9.

48

in the Superdor Court of Tift County, Georgia. Opposing counsel was Hugh
Gordon, who can be reached at 229-386-8004.

9. Miller v. Med. Ass'n of Ga., 262 Ga. 605 (1992)
This case litigated the constitutionality of a statute which was addressed by the
Georgia Supreme Court. My co-counsel was Julia Anderson, now at 404-463-
3630. Opposing counsel included Demetrius Mazacoufa at 404-897-1000, and
Everett Gee at 434-736-3630.

10.  In the Matter of Franklin Thomas McElwaney, 40 B.R. 66 (1984)
This was a fight between the Bankruptcy Trustee and the Federal Land Bank of
Columbia over the assets of Mr. McElwaney. The judge was the Honorable
Robert F. Hershner, Jr.. Opposing counsel were Ms. Lillian Lockery at 478-742-
6145, and Mr. Thomas Talbot at 478-745-0885.

. Legal Activities: Describe the most significant legal activities you have pursued,

including significant litigation which did not progress to trial or legal matters that did not
involve litigation. Describe fully the nature of your participation in these activities. List
any client(s) or organization(s) for whom you performed lobbying activities and describe
the lobbying activitics you performed on behalf of such client(s) or organizations(s).
(Note: As to any facts requested in this question, please omit any information protected
by the attorney-client privilege.)

During the time I served as United States Attorney, the Justice Department had a program
available to communities called “Weed & Seed.” The idea was to bring communities
together to weed out crime, and seed in opportunities. The Middle District of Georgia
had none of these programs, but from 1997 to 2000, we started programs in Macon,
Athens, Valdosta and Albany. One of the greatest things about it was that we developed
partnerships with military installations in each of those cities to have summer camps with
children from the Weed & Seed neighborhoods. Law enforcement officers and/or
military personnel served as counselors for these camps. I felt we were able to expose
these children to opportunities they might not otherwise have known about. It was a
wonderful experience.

During the time [ was at the Attorney General's office, I worked on an investigation into
the lending practices of Fleet Finance Company. Fleet had a large number of loans in
Georgia, which raised claims of usurious lending practices and fraudulent home repair
sechemes. The investigation resulted in a settlement with Fleet, by which it created a
multimillion dollar loan pool for the benefit of the victims to be administered by the State
of Georgia.

1 have never performed lobbying activities for any client.

Teaching: What courses have you taught? For each course, state the title, the institution
at which you taught the course, the years in which you taught the course, and describe
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briefly the subject matter of the course and the major topics taught. If you have a
syllabus of each course, provide four (4) copies to the committee,

Thave taught no courses. I have occasionally spoken at Continuing Legal Educations
seminars for Georgia lawyers. Those occasions are set out above in response to 12d.

20. Deferred Income/ Future Benefits: List the sources, amounts and dates of all
anticipated receipts from deferred income arrangements, stock, options, uncompleted
contracts and other future benefits which you expect to derive from previous business
relationships, professional services, firm memberships, former employers, clients or
customers. Describe the arrangements you have made to be compensated in the future
for any financial or business interest.

I deferred a portion of my compensation into a retirement account while I was employed
with the State of Georgia and have continued to do so as an employee of the United
States. Irecently rolied-over my state deferred compensation account into my IRA. 1
have no arrangement or expectation of any future paymeants for any previous business or
financial relationship or work done.

21. Qutside Commitments During Court Service: Do you have any plans, commitments,
or agreements to pursue outside employment, with or without compensation, during your
service with the court? If so, explain.

I have no plans, commitments or agreements to pursue outside employment during my
service with the court.

22. Sources of Income: List sources and amounts of all income received during the calendar
year preceding your nomination and for the current calendar year, including all salaries,
fees, dividends, interest, gifts, rents, royalties, licensing fees, honoraria, and other items
exceeding $500 or more (if you prefer to do so, copies of the financial disclosure report,
required by the Ethics in Government Act of 1978, may be substituted here).

See attached Financial Disclosure Report.

23. Statement of Net Worth: Please complete the attached financial net worth statement in
detail (add schedules as called for).

See attached Net Worth Staternent

24, Potential Conflicts of Interest:

a. Identify the family members or other persons, parties, categories of litigation, and
financial arrangements that are likely to present potential conflicts-of-interest
when you first assume the position to which you have been nominated. Explain
how you would address any such conflict if it were to arise.
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Our court has a conflicts screening system. I am automatically recused, for
example, from any case in which my husband's law firm is counsel. I have
provided a list of any securities owned by my husband or by me, and the
screening system automatically blocks any case involving those companies from
being assigned to me. Because cases involving my husband’s law firm and
companies in which we own stock are never assigned to me, the issue of recusal
never comes up. Nevertheless, ] review the Certificates of Interested Persons
called for by the Rules of our court to be sure they don't indicate any other type of
conflict,

b. Explain how you will resolve any potential conflict of interest, including the
procedure you will follow in determining thesc areas of concern.

I will not sit in cases in which my husband’s law firm appears as counsel, so long
as he continues to be a partner in that firm. In all circumstances, [ will follow the
Code of Conduct for United States Judges and all applicable statutes, policies and
procedures related to avoiding or resolving actual or potential conflicts.

25. Pro Bone Work: An ethical consideration under Canon 2 of the American Bar
Association’s Code of Professional Responsibility calls for “cvery lawyer, regardless of
professional prominence or professional workload, to find some time to participate in
serving the disadvantaged.” Describe what you have done to fulfill these responsibilities,
listing specific instances and the amount of time devoted to each.

As a judge, federal prosecutor and assistant attorney general, there have been prohibitions
on my representation of indigent clients. However, I currently serve on the Board of the
Georgia Women of Achievement, which honors women in Georgia history. This Board
ernphasizes working with schools to expose young people to the accomplishments of
these historic Georgia women.

While in Macon, Georgia, I served on the Board of Directors for a Community College
Foundation, the purpose of which was to reach out to people who might otherwise not be
able to pursue an education. Through my membership in the Career Women's Network,
also in Macon, I worked on the scholarship committee. I spent time establishing an
interview process, interviewing candidates, and awarding the scholarships. I also did
work with the “Christmas in April” program and Habitat for Humanity while I was in
Macon, both of which sought to improve housing for the needy.

26. Selection Process:

a. Please describe your experience in the entire judicial selection process, from
beginning to end (including the circumstances which led to your nomination and
the interviews in which you participated). Is there a selection commission in your
Jjurisdiction to recommend candidates for nomination to the federal courts? If so,
please include that process in your description, as well as whether the commission
recommended your nomination. List the dates of all interviews or
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communications you had with the White House staff or the Justice Department
regarding this nomination. Do not include any contacts with Federal Bureau of
Investigation personnel concerning your nomination.

On April 14, 2009, I received a call from Cassandra Butts of the White House
counsel’s office asking if 1 would fill out the application forms for this position. 1
was not interviewed by a committee. Ihad a telephone interview with staff from
the Justice Department on Monday, April 21, 2009. Since that date I have had
conversations with staff from the Justice Department, about the nomination
paperwork and an interview appointment. On May 21, 2009, I met with Mr. Tom
Perrelli, the Associate Attorney General as well as staff from the Department of
Justice and from the White House Counsel’s office for an interview. On June 15,
2009, T had a telephone conversation with Ms. Butts regarding the nomination
process. My nomination was submitted to the United States Senate on June 19,
2009.

b. Has anyone involved in the process of selecting you as a judicial nominee
discussed with you any currently pending or specific case, legal issue or question
in a manner that could reasonably be interpreted as seeking any express or
implied assurances concerning your position on such case, issue, or question? If
so, explain fully.

No one involved in the process has sought an implied assurance from me about
how 1 would rule on any issue, case or question that might come before me as a
judge on the court where I currently serve, or any othcr court.

43

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00061 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.044



52

AFFIDAVIT

N N e oo

that the informgtion provided in this statement is, to the best
of my knowledge,  true and accurate.

" Jue 19 209 %@:ﬁ/% /7(af:34u

(DaTE) ' ' (NAME)

DonmeMaie Camen

(NOTARY}

Wikttt
AW iy,
\\\\\\‘ RIE p %,

e,

My,
Ry
AN

o

{1}
*
.
~§
o
S

awHi,
W ”"’I,
Lavvee

R\
™
WS
%8
"""lm

4y PO

{7
ity

Y

U

S

VerDate Nov 24 2008  12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00062 Fmt6633 Sfmt6633 SA\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.045



53

STATEMENT OF JEFFREY L. VIKEN, NOMINEE TO BE UNITED
STATES DISTRICT JUDGE FOR THE DISTRICT OF SOUTH DA-
KOTA

Mr. VIKEN. Good morning, Mr. Chairman. Just a word of thanks,
Mr. Chairman, to you and Senator Sessions, Senator Hatch, Sen-
ator Franken, the members of the Committee, for your investment
of time and your deliberative energy in the process of considering
the confirmation of myself to serve on the Federal bench.

I, of course, greatly appreciate Senator Tim dJohnson being
present for the introduction and for President Obama’s confidence
in the nomination, and I am sure Beverly shares that thought with
me, as well.

We are honored to be here and honored to have an opportunity
to be considered for this form of public service. Thank you, sir.

Chairman LEAHY. Thank you very much. Mr. Kappos.

[The biographical information of Jeffrey L. Viken follows.]
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UNITED STATES SENATE
COMMITTEE ON THE JUDICIARY

QUESTIONNAIRE FOR JUDICIAL NOMINEES
PUBLIC
Name: State full name (include any former names used).
Jeffrey Lynn Viken
Position: State the position for which you have been nominated.
United States District Judge for the District of South Dakota

Address: List current office address. If city and state of residence differs from your
place of employment, please list the city and state where you currently reside.

Federal Public Defender
703 Main Street, 2™ Floor
Rapid City, SD 57701

Birthplace: State year and place of birth.
1952; Huron, South Dakota

Educatien: List in reverse chronological order each college, law school, or any other
institution of higher education attended and indicate for each the dates of attendance,
whether a degree was received, and the date each degree was received.

1974 to 1977, University of South Dakota School of Law; Juris Doctor, May 1977
1970 to 1974, University of South Dakota; Bachelor of Arts, May 1974

Employment Record: List in reverse chronological order all governmental agencies,
business or professional corporations, companies, firms, or other enterprises,
partnerships, institutions or organizations, non-proftit or otherwise, with which you have
been affiliated as an officer, director, partner, proprietor, or employee since graduation
from college, whether or not you received payment for your services. Include the name
and address of the employer and job title or description.

Employment:

2003 to present:
Administrative Office of the United States Courts
Office of the Federal Public Defender
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703 Main Street, 2 Floor

Rapid City, SD 57701

1 was appointed Federal Public Defender for the District of South Dakota by the United
States Court of Appeals for the 8" Circuit in 2003. In 2005, the Court of Appeals
appointed me the Federal Public Defender for the District of North Dakata to lead a
combined-district organization for both North Dakota and South Dakota,

1992 to 2003:

Viken, Viken, Pechota, Leach & Dewell, LLP
1617 Sheridan Lake Road

Rapid City, SD 57702

I was a partner in this law firm.

1992 to 2003:

Lawyers for the People, Inc.

1617 Sheridan Lake Road

Rapid City, SD 57702

I was the Vice President of the Board of Directors of this corporation which owned and
managed my law firm’s interest in the office park and building which housed Viken,
Viken, Pechota, Leach & Dewell, LLP.

1981 to 1992:

Finch, Viken, Viken & Pechota
304 Main Street

Rapid City, SD 57701

1 was a partner in this law firm.

1981 to 1982:

Finch, Viken & Viken

304 Main Street

Rapid City, SD 57701

I was a partner in this law firm.

1977 to 1981:

United States Department of Justice )
Office of the United States Attomey for the District of South Dakota
515 9™ Street

Rapid City, SD 57701

I was an Assistant United States Attorney following graduation from law school in 1977.

I served as First Assistant United States Attorney and, in 1981, as Acting United States
Attorney for the District of South Dakota.

1975 to 1976
Legislative Research Council
Intern
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1975
Pennington County State’s Attorney
Intern

Other Affiliations:

2001 to 2003

Red Cloud Indian School, Inc.

100 Mission Drive

Pine Ridge, SD 57770

Volunteer member of the Board of Directors

2001 to 2003

Wildlife Experiences, Inc.

P.O. Box 9663

Rapid City, SD 57709

Volunteer member of the Board of Directors

1989 to 2000

Museum Alliance of Rapid City, Inc., d/b/a The Journey Museum

222 New York Street

Rapid City, SD 57701

I was a volunteer member of the Board of Directors, Sccretary/Treasurer, and Vice
President of this nonprofit corporation.

1984 to 1986
Rapid City Arts Couneil
Board of Directors; I served on the Exhibit Committee for many years.

1982 to 1984
William Edward Recovery Center
Board of Directors

Military Service and Draft Status: Identify any service in the U.S. Military, including
dates of service, branch of service, rank or rate, serial number (if different from social
security number) and type of discharge received, and whether you have registered for
selective service.

I did not serve in the military. [ registered for the selective service upon turning age 18.

Honors and Awards: List any scholarships, fellowships, honorary degrees, academic or
professional honors, honorary society memberships, military awards, and any other
special recognition for outstanding service or achievement.

During my undcrgraduate studies at the University of South Dakota 1970 to 1974, 1 was
selected to participate in the Honors Program, was inducted into Phi Beta Kappa, and
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earned a Bachelor of Arts Degree Magna Cum Laude with the designation University
Scholar.

During my studies at the University of South Dakota School of Law 1974 to 1977, my
moot court team won several “best brief” awards in regional competition, I received “best
speaker” recognitions, and our three person team was selected to participate in the
National Moot Court Competition in New York City in 1975.

The Martindale-Hubbell Law Directory has listed me as an AV rated attorney since 1996,
the highest ranking for an attorney’s legal ability and ethical standards in this national
peer review systcm.

I have been selected as a Great Plains Super Lawyer in the practice of criminal defense in
the biannual ratings for 2007 and 2009 by the publication Minnesota Law and Politics.

Bar Associations: List ali bar associations or legal or judicial-related committees,
selection panels or conferences of which you are or have been a member, and give the
titles and dates of any offices which you have held in such groups.

State Bar of South Dakota: I have been a member in good standing of the State Bar since
graduation from law school in 1977. I have served on the following State Bar
committees: Indian Law Committee; Model Rules of Professional Conduct Committee;
Public Relations Committee; South Dakota Supreme Court/State Bar Committee on TV
Cameras in the Courtroom; and the Criminal Law Committee.

South Dakota Trial Lawyers Association (SDTLAY: [ have been a member of SDTLA
since 1977. I served two terms as an elected member of the Board of Governors and
served on the Legislative Reeruitment Committee and the Legislation and Public Affairs
Committee. | was a member of the Association of Trial Lawyers of America from 1977
untif 2003.

Defender Services Advisory Group (DSAG): I was elected by my Federal Defender
colleagues to represent the 6" 7" and 8™ Circuits on this advisory group which serves as
a consultative body for the Office of Defender Services, Administrative Office of the
United States Courts. I was first elected to DSAG in 2005 and in 2008 was elected to
chair DSAG beginniag in 2009. 1 resigned my DSAG position effective April 1, 2009,
following my recommendation for appointment to the federal bench.

Member, Federal Practice Committec for the United States Distriet Court for the District
of South Dakota, 2003 to present.

Ex Officio Member, Federal Practice Committee for the United States District Court for
the District of North Dakota, 2005 to present.

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00067 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.049



VerDate Nov 24 2008

58

Chair, Merit Selection Panel, appointed by the United States District Court for
performance review of the incumbent United States Magistrate Judge for the District of
South Dakota, Western Division, 2000; Merit Selection Panel Member, 2004 and 2006.
Pennington County Bar Association: T have been a member of our local county bar
association since 1977. 1 was elected to serve as its Secretary/Treasurer in 1991, Vice-
President in 1992, and President in 1993.

Black Hills Legal Services, Inc.: 1served on the Board of Directors of this legal services
organization beginning in 1987 and chaired the Board from 1988 to 1992.

Black Hills Criminal Defense Bar Association: I have been a member of this local bar
group since 1985. I was elected Vice-President in 1985, 1986 and 1987. 1served as
President in 1988.

1985 to 2003; National Diocesan Attorneys Association

Bar and Court Admission:

a. List the date(s) you were admitted to the bar of any state and any lapses in
membership. Please explain the reason for any lapse in membership.

State Bar of South Dakota, admitted May 1977. There have been no lapses in
membership.

b. List all courts in which you have becn admitted to practice, including dates of
admission and any lapses in membership. Please explain the reason for any lapse
in membership. Give the same information for administrative bodies that require
special admission to practice.

Bar of the South Dakota Supreme Court, 1977

United States District Court for the District of South Dakota, 1977
United States Court of Appeals for the Eighth Circuit, 1977
Supreme Court of the United States, 1980

Bar of the Oglala Sioux Tribal Court, 1981, inactive since 2003 appointment as
Federal Public Defender

United States Court of Federal Claims, 1990
United States Court of Appeals for the Federal Circuit, 1995

United States District Court for the District of North Dakota, 2005
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11. Memberships:

a. List all professional, business, fraternal, scholarly, civic, charitable, or other
organizations, other than those listed in response to Questions 9 or 10 to which
you belong, or to which you have belonged, since graduation from law school.
Provide dates of membership or participation, and indicate any office you held.
Include clubs, working groups, advisory or editorial boards, panels, committees,
conferences, or publications.

2001 to 2003; Red Cloud Indian School, Inc.

1 was a volunteer member of the Board of Dircctors for this nonprofit corporation
which operates a preschool program, two K-through-8 grade schools and a
college-preparatory high school on Pine Ridge Indian Reservation in South
Dakota.

2001 to 2003; Wildlife Experiences, Inc.
[ was a volunteer member of the Board of Directors of this nonprofit organization.

1689 to 2000; Museum Alliance of Rapid City, Inc., d/b/a The Journey Museum
[ was a volunteer member of the Board of Directors, Secretary/Treasurer, and
Vice President of this nonprofit corporation.

1984 to 1986; I was a member of the Board of Directors for the Rapid City Arts
Council, a local nonprofit organization which promotes the visual and performing
arts. 1served on the Exhibit Committee of the Arts Council for many years.

1982 to 1984; 1served on the Board of Directors for the William Edward
Recovery Center, a chemical dependency treatment project for children and
adolescents. This organization is no longer in existence.

b. The American Bar Association's Commentary to its Code of Judicial Conduct
states that it is inappropriate for a judge to hold membership in any organization
that invidiously discriminates on the basis of race, sex, or rcligion, or national
origin. Indicate whether any of these organizations listed in response to 11a above
currently discriminate or formerly discriminated on the basis of race, scx, religion
or national origin either through formal membership requirements or the practical
implementation of membership policies. If so, describe any action you have taken
to change these policics and practices.

I have never been a member of any organization which currently discriminates or
formerly discriminated on the basis of race, sex, religion or national origin.

12. Published Writings and Public Statements:

a. List the titles, publishers, and dates of books, articles, reports, letters to the editor,
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editorial pieces, or other published matenial you have written or edited, including
material published only on the Intemet. Supply four (4) copies of all published
material to the Commuttee.

Quick Bear v. Leupp, Amalgamation of Church and State on the Rosebud.
Published, South Dakota Historical Collections, Volume 38, 1976. Four copies
supplied.

Supply four (4) copies of any reports, memoranda or policy statements you
prepared or contributed in the preparation of on behalf of any bar association,
commtittee, conference, or organization of which you were or are a member. If
you do not have a copy of a report, memorandum or policy statement, give the
name and address of the organization that issued it, the date of the document, and
a summary of its subject matter.

None

Supply four (4) copies of any testimony, official statements or other
communications relating, in whole or in part, to matters of public policy or legal
interpretation, that you have issued or provided or that others presented on your
behalf to public bodies or public officials.

None

Supply four (4) copies, transcripts or recordings of all speeches or talks delivered
by you, inchuding commencement speeches, remarks, lectures, panel discussions,
conferences, political speeches, and question-and-answer sessions. Include the
date and place where they were delivered, and rcadily available press reports
about the speech or talk. If you do not have a copy of the speech or a transcript or
recording of your remarks, give the name and address of the group before whom
the speech was given, the date of the speech, and a summary of its subject matter.
If you did not speak from a prepared text, furnish a copy of any outline or notes
from which you spoke.

T have done my best to identify all items called for in this question, including
through a review of my personal files and searches of publicly available electronic
databases. I have located the following:

Criminal Justice Act panel attomney training programs for the District of North
Dakota with presentations in Fargo, Grand Forks, Minot and Bismarck, North
Dakota, June 1 to 5, 2009.

State Bar of South Dakota Continuing Legal Education program, Sioux Falls,
South Dakota, April 17, 2009. I wag the program chair for a seminar entitled
Criminal Defense Artistry: Proficiencies & Perspectives. [ emceed the program
and introduced all speakers but did not substantively present on any topic.
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September 19, 2008 — The University of South Dakota Law School held a forum
on the Sixth Amendment. I participated as a panel member at the forum, which
focused on the right to assistance from counsel.

United States Sentencing Commission Symposium On Alternatives To
Incarceration, Washington, DC, July 2008. Panel speaker on the topic Treatment
Jor Special Needs of Native Americans. Four copies of the transcript supplied.

In addition, I made speeches in connection with my duties with the South Dakota
Democratic Party, including speeches at State Conventions.

List all interviews you have given to newspapers, magazines or other
publications, or radio or television stations, providing the dates of these
interviews and four (4) copies of the clips or transcripts of these interviews where

. they are available to you.

I have done my best to identify all items called for in this question, including
through a review of my personal files and searches of publicly available electronic
databases. I have located the following articles in which I was quoted:

February 29, 2008; “Prosecutors won't seck death penalty against former
fugitive™; BYLINE: By Dave Kolpack, Associated Press Writer.

The Associated Press State & Local Wire; July 5, 2005, *“Federal public defender
system being developed in North Dakota.”

Argus Leader; January 13, 2005; “Justices give judges leeway in sentencing.”

The Associated Press State & Local Wire; October 25, 2002; “Johnson quiet, but
has great sense of humor.”

Lincoln Journal Star (Nebraska); November 26, 2001; “For Native children,
refuge.”

Argus Leader (Sioux Falls, SD); April 8, 2001; “Few thought Aberdeen native
could climb so far.”

Rocky Mountain News (Denver, CO); September 22, 1997; “Archbishop no
stranger to abusc cases - South Dakota suit came during Chaput's tenure.”

Rocky Mountain News (Denver, CO); February 23, 1997; “Marching orders from
God - New archbishop Chaput plunges into spiritual issues with both energy and
personal warmth,”

Hartford Courant (Connecticut); August 30, 1996; “Democrats Of Two Minds:
He's Great, Or He'll Do.”
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Business Wire; January 12, 1996; "Race For The Presidency" to feature Gramm,
Buchanan and Taylor on Jan. 18 show.

The Hotline; February 24, 1992; South Dakota Primary: Battle For The Heartland
ABC News; February 23, 1992; World News Sunday

The Boston Globe; February 21, 1992; “Prairie shootout - South Dakota may
winnow the field.”

United Press International; October 6, 1981; “Federal, AIM lawyers agree on
procedure in camp suit.”

The Associated Press; September 9, 1981; “Government Files Suit to Stop
Occupation.”

United Press International; September 8, 1981; “Indians abandon protest
campsite.”

The Associated Press; September 1, 1981; “Indians In Court Over The Black Hills
-- As Defendants.”

The Associated Press; August 31, 1981; “Forest Service Files Suit To Evict Sioux
From Campsite.”

The Associated Press; June 2, 1981; “Indian Lawyer Says Ruling Threatens
Rights Of All Americans.”

13, Judicial Office: State (chronologically) any judicial offices you have held, including
positions as an administrative law judge, whether such position was elected or appointed,
and a description of the jurisdiction of each sueh court.

1 have not held a judicial officc.

a. Approximately how many cases have you presided over that have gone to verdict
or judgment?
i Of these, approximately what percent were:

jury trials? __ %; bench trials % [total 100%)]

civil proceedings? __%; criminal proceedings? % [total
100%)
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b. Provide citations for all opinions you have written, including concurrences and
dissents.
c. For each of the 10 most significant cases over which you presided, provide: (1) a

capsule summary of the nature the case; (2) the outcome of the case; (3) the name
and contact information for counsel who had a significant role in the trial of the
case; and (3) the citation of the case (if reported) or the docket number and a copy
of the opinion or judgment (if not reported).

d. For each of the 10 most significant opinions you have written, provide: (1)
citations for thosc decisions that were published; (2) a copy of those decisions that
were not published; and (3) the names and contact information for the attorneys
who played a significant role in the case.

e. Provide a list of all cases in which certiorari was requested or granted.

f. Provide a brief summary of and citations for all of your opinions where your
decisions were reversed by a reviewing court or where your judgment was
affirmed with significant criticism of your substantive or procedural rulings. If
any of the opinions listed were not officially reported, provide copies of the
opinions.

g. Provide a description of the number and percentage of your decisions in which
you issued an unpublished opinion and the manner in which those unpublished
opinions are filed and/or stored.

h. Provide citations for significant opinions on federal or state constitutional issues,
together with the citation to appellate court rulings on such opinions. If any of the
opinions listed were not officially reported, provide copies of the opinions.

i Provide citations to all cases in which you sat by designation on a federal court of
appeals, including a brief summary of any opinions you authored, whether
majority, dissenting, or concurring, and any dissenting opinions you joined.

14, Recusal: If you are or have been a judge, identify the basis by which you have assessed
the necessity or propriety of recusal (If your court employs an "automatic" recusal system
by which you may be recused without your knowledge, please include a general
description of that system.) Provide a list of any cases, motions or matters that have
come before you in which a litigant or party has requested that you recuse yourself due to
an asserted conflict of interest or in which you have recused yourself sua sponte. Identify
each such case, and for each provide the following information:

a. whether your recusal was requested by a motion or other suggestion by a litigant
or a party to the proceeding or hy any other person or interested party; or if you
recused yourself sua sponte;

10

VerDate Nov 24 2008  12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00073 Fmt6633 Sfmt6633 SA\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.055



64

b. a brief description of the asserted conflict of interest or other ground for recusal;
c. the procedure you followed in determining whether or not to recuse yourself;
d. your reason for recusing or declining to recuse yourself, including any action

taken to remove the rcal, apparent or asserted conflict of interest or to cure any
other ground for recusal.

I have not served as a judge.

15. Public Office, Political Activities and Affiliations:

a. List chronologically any public offices you have held, other than judicial offices,
including the terms of service and whether such positions were elected or
appointed. If appointed, please inciude the name of the individual who appointed
you. Also, state chronologically any unsuccessful candidacies you have had for
elective office or unsuccessful nominations for appointed office.

Appointed Acting United States Attorney for the District of South Dakota, 1981,
During the interim between the resignation of President Carter’s appointed U.S,
Attorney in 1981 and the installation of President Reagan’s choice for South
Dakota’s U.S. Attorney, Andrew W. Bogue, Chief Judge of the United States
District Court for the District of South Dakota, appointed me Acting United States
Attomey.

Appointed Federal Public Defender for the District of South Dakota, 2003 to
prescnt. I am appointed by the United States Court of Appeals for the Eighth
Circuit.

Appointed Federal Public Defender for the District of North Dakota, 2005 to
present. Iam appointed by the United States Court of Appeals for the Eighth
Circuit. With this appointment, a combined-district Federal Public Defender
organization was established for both judicial districts in the Dakotas. Tlead a
defender organization which provides effective representation to indigent criminal
defendants across a 144,000 square mile territory which encompasses thirteen
Indian reservations. My headquarters office is in Rapid City, South Dakota. I
manage the representation of clients through branch offices in Pierre and Sioux
Falls, South Dakota, and in Fargo and Bismarck, North Dakota.

T have had no unsuccessful candidacies for elective office or unsuccessful
nominations for appointed office.

b. List all memberships and offices held in and services rendered, whether
compensated or not, to any political party or election committee. If you have ever
held a position or played a role in a political campaign, identify the particulars of
the campaign, including the candidate, dates of the campaign, your title and
responsibilities,
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Between 1982 and 2002, I volunteered for various activities in support of the
South Dakota Democratic Party, [ worked as a volunteer in the congressional
campaigns of Tom Daschle and Tim Johnson, both of whom served South Dakota
in the United States House of Representatives and in the Senatc. T was elected at
the county and state levels to serve as a member of the State Central Committee,
the State Party Executive Board, and, from 1990 to 2000, as the Democratic
National Committecman for South Dakota. I bave never held a paid position with
any political campaign organization or political entity.

16.  Legal Career: Answer each part separately.

a.

Describe chronologically your law practice and legal experience after graduation
from law school including:

i. whether you served as clerk to a judge, and if so, the name of the judge,
the court and the dates of the period you were a clerk;

I have not served as a clerk to a judge.
i, whether you practiced alone, and if so, the addresses and dates;
I have never practiced law alone.

1. the dates, names and addresses of law firms or offices, companies or
governmental agencies with which you have been affiliated, and the nature
of your affiliation with each.

2003 to present:

Administrative Office of the United States Courts

Office of the Federal Public Defender

703 Main Street, 2™ Floor

Rapid City, SD 57701

I was appointed Federal Public Defender for the District of South Dakota
by the United States Court of Appeals for the 8" Circuit in 2003. In 2005,
the Court of Appeals appointed me the Federal Public Defender for the
District of North Dakota to Jead a combined-district organization for both
North Dakota and South Dakota.

1992 to 2003:

Viken, Viken, Pechota, Leach & Dewell, LLP
1617 Sheridan Lake Road

Rapid City, SD 57702

1 was a partner in this law firm,

12
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1981 to 1992:

Finch, Viken, Viken & Pcchota
304 Main Street

Rapid City, SD 57701

I was a partner in this law firm.

1981 to 1982:

Finch, Viken & Viken

304 Main Street

Rapid City, SD 57701

I was a partner in this law firm.

1977 to 1981:

United States Department of Justice

Office of the Unitcd States Attorney for the District of South Dakota

515 9® Street

Rapid City, SD 57701

I was an Assistant United States Attorney following graduation from law
school in 1977. 1 served as First Assistant United States Attorney and, in
1981, as Acting United States Attorney for the District of South Dakota.

iv. whether you served as a mediator or arbitrator in alternative dispute
resolution proccedings and, if so, a description of the 10 most significant
matters with which you wcre involved in that capacity.

1 have not served as a mediator or arbitrator.
b. Describe:

i the general character of your law practice and indicate by date when its
character has changed over the years.

I served as an Assistant United States Attorney from the time of my law
school graduation in May 1977 until commencing private practice in
November 1981, While employed by the Department of Justice, |
prosecuted twenty-five felony cases through jury trial and resolved a
substantial number of cases by plea. I was responsible for significant
grand jury investigations. As a federal prosecutor, I worked extensively
with federal, state and tribal law enforcement authorities. My work also
included representing the government in civil litigation under the Federal
Tort Claims Act. I briefed and argued more than two dozen cases in the
United States Court of Appeals for the Eighth Circuit.

I entered the private practice of law in Rapid City, South Dakota, in 1981.
For twenty-one years, my practice focused on plaintiff personal injury
litigation and the defense of criminal cases in federal and state courts. I

13
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also defended civil cases for insurance companies, was legal counsel! for
the board of directors of a major jewelry manufacturing company, and
advised small business owners. While in private practice, I tried twenty-
three jury cases to conclusion in federal and state courts. A significant
part of my civil and criminal client base was comprised of Indian people
from the northern plains region.

Since 2003, [ have served as a Federal Public Defender. During fiscal
year 2008, I oversaw the representation of 842 federal defendants in the
Districts of North Dakota and South Dakota. As a court unit executive for
the federal judiciary, [ manage an annual budget of five million dollars
and supervise thirty-two judiciary employees.

. your typical clients and the areas at each period of your legal career, if
any, in which you have specialized.

During nty twenty-one years of private practice, [ represented a broad
range of clients from corporate entities to members of the clergy to middle
class business owners to indigent clients who sought guidance on civil and
criminal issues. The focus of my civil practice was plaintiff personal
injury and wrongful death work. My criminal practice was limited almost
exclusively to the defense of felonies in federal and state courts.

Describe the percentage of your practice that has been in litigation and whether
you appeared in court frequently, occasionally, or not at all. If the frequency of
your appearanccs in court varied, describe such variance, providing dates.

1 estimate that 95% of my civil and criminal practice involved litigation. During
all stages of my career until 2003, I appeared in court frequently. Since my
appointment as Federa! Public Defender, I have appeared in court infrequently.
The administrative and management obligations of my present work prevent me
from regularly undertaking the representation of individual clients. My daily
schedule does include significant work on pretrial and trial strategy with the ten
Assistant Federal Defenders in our organization. Ihave tried one major jury case
and argued three cases at the United States Court of Appeals since becoming the
Defender in 2003.

L Indicate the percentage of your practice in:
1. federal courts: 66%
2. state courts of record: 33%;
3. other courts: 1% in tribal courts
4. administrative agencies:
1. Indicate the percentage of your practice in:
1. civil proceedings: 55%;
2. criminal proceedings: 45%
14
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d. State the number of cases in courts of record, including cases before
administrative law judges, you tried to verdict, judgment or final decision (rather
than settled), indicating whether you were sole counsel, chief counsel, or associate
counsel.

I have tried 49 jury cases to conclusion and approximately 8 cases to courts
without a jury. I estimate that I had co-counsel in 9 of these cases. In all other
cases, I was sole counsel.

i. ‘What percentage of these trials werc:
1. jury: 86%
2. non-jury: 14%.

e. Describe your practice, if any, before the Supreme Court of the United States.
Supply four (4) copies of any briefs, amicus or otherwise, and, if applicable, any
oral argument transcripts before the Supreme Court in connection with your
practice.

I have not practiced before the Supreme Court of the United States.

17.  Litigation: Describe the ten (10) most significant litigated matters which you personally
handled, whether or not you were the attorney of record. Give the citations, if the cases
were reported, and the docket number and date if unreported. Give a capsule summary of
the substance of each case. Identify the party or parties whom you represented; describe
in detail the nature of your participation in the litigation and the final disposition of the
casc. Also state as to each case:

a. the date ot representation;

b. the name of the court and the name of the judge or judges before whom the case
was litigated; and

c. the individual name, addresses, and telephone numbers of co-counsel and of
principal counsel for each of the other parties.

1. Black v. Secretary of Health and Human Services, 93 F.3d 781 (Fed. Cir. 1996):
National Vaccine Injury Compensation Act litigation. With my law partner James
Leach, I represented a catastrophically injured Indian boy who was denied
lifetime benefits after administrative proceedings under the Act. Because the
client received medical care from the Indian Health Service for his vaccine
injuries, he could not meet the statutory $1,000 out-of-pocket expense
requirement. This result excluded many poor Indian children in the eountry from
relief under the Act, which was an outcome not intended by Congress. I helped
lead an advoeaey effort which resulted in Congress amending the Act so that the
out-of-pocket expense requirement would not exclude other Indian families from

15
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seeking a remedy for vaccine injuries. Representation of the minor claimant and
his parents commenced in approximately 1989 and concluded in approximately
1997. The case was litigated in the United States Court of Federal Claims and in
the United States Court of Appeals for the Federal Circuit. Co-counsel was James
D. Leach, 1617 Sheridan Lake Road, Rapid City, SD 57702, telephone 605-341-
4400. The claim was defended by a number of attomeys through the Department
of Justice.

Oglala Sioux Tribe of the Pine Ridge Indian Reservation v. United States, et al.,
650 F.2d 140 (8th Cir. 1981): The Oglala Sioux Tribe brought a quiet titlc action
seeking the rcturn of the Black Hills and surrounding areas alleging an
unconstitutional taking under the 5th Amendment. The United States District
Court for the District of Nebraska, the Honorable Albert G. Schatz sitting by
designation, dismissed the action for lack of jurisdiction based on a motion 1 filed
and argued on behalf of the United States. The court concluded that the Indian
Claims Commission Act was the exclusive remedy and that the Oglalas' claim had
been adjudicated under that Act in Sioux Nation of Indians v. United States. The
dismissal was affirmed by the U.S. Court of Appeals for the Eighth Circuit. 1
represented the United States at oral argument in the Eighth Circuit. I was lead
defense counsel in this litigation. Co-defendant State of South Dakota was
represented by then Attorney General Mark V. Meierhenry. Mr. Meierhenry’s
present address is 315 South Phillips Avenue, Sioux Falls, SD 57104, telephone
605-336-3075. Lead counsel for the plaintiff was Mario Gonzales, 522 7" Street,
Ste. 202, Rapid City, SD 57701, telephone 605-716-6355.

United Airlines Flight 232 Disaster: [ was lead counsel for the estate of Gladys
Cooper, a Wyoming resident killed in Sioux City, lowa, in the crash of United
Alrlines flight 232 on July 19, 1989. This case was handled under the rules
governing complex civil litigation in United States District Court in Chicago. The
litigation was against United Airlines, General Electric, McDonald Douglas and
other parties deemed responsible for the mechanical failures which resulted in the
crash of the United Airlines passenger jet. I negotiated a substantial settlement
for the clients. Andrew Breffeith of Jackson, Wyoming, was co-counsel and
served as local counsel for the estate in Wyoming. Mr. Breffeilh is no longer
practicing law. The numerous defendants were represented by a defendants’
steering committee for the resolution of this case.

United States v. Pam Holiday: As an Assistant U.S. Attorney, I directed the
lengthy federal grand jury investigation which ultimately resulted in a raid on the
houses of prostitution in Deadwood, South Dakota, in 1980. Numerous federal
crimes were under investigation which required the grand jury testimony of
Deadwood's prostitutes as material witnesses. The focus of the federal law
enforcement action was not local prostitution violations but rather homicide, gun
running, gang activity and other matters which remain secret under rules
governing the conduct of grand jury proceedings. The South Dakota Attorney
General's Office filed the civil abatement action which closed the houses

16
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following the federal material witness raid. I prosecuted Madam Pam Holiday for
tax code violations in United States District Court at Rapid City, the Honorable
Andrew W. Bogue presiding. The case ended in a guilty plea. During the
investigation and subsequent litigation, the State of South Dakota was represented
by Assistant Attorney General James E. McMahon. Mr. McMahon'’s present
address is P.O. Box 2554, Stoux Falls, SD 57101, telcphone 605-332-5606.
Defendant Pam Holiday was represented by Rapid City attorney and later state
court judge John E. Fitzgerald, deceased.

Marilyn Rynders v. DuPont, et al., 21 F.3d 835 (8th Cir. 1994): 1 was lead
counsel for plaintiff Marilyn Rynders on a products liability claim against
DuPont, Vitek Corporation and other defendants alleging negligent manufacture
of the medical product known as proplast temporal mandibular joint implants.

My client suffered permanent jaw joint injuries from failure of the product. At
trial in United States District Court at Rapid City, South Dakota, the Honorable
Richard H. Battey presiding, the jury found in favor of the defendants. The
United States Court of Appeals for the Eighth Circuit affirmed. This was one of
the first products cases of its kind tried in the United States based on failed
proplast implants. Evidence was developed for the Rynders case which ultimately
facilitated verdicts against the defendants in other jurisdictions. The defense legal
team was led by William G. Porter, deceased, of Rapid City, South Dakota.

United States v. Cyril Plumman, 409 F.3d 919 (8th Cir. 2005): I was lead counsel
for the defense of Cyril Plumman on multiple charges of aggravated sexual abuse
arising under the Major Crimes Act. The case was tried in United States District
Court at Pierre, South Dakota, the Honorable Charles Kornmann presiding. Mr.
Plumman was acquitted on one count but was convicted on other abuse counts.
The District Court sentenced Mr. Plumman to multiple mandatory life sentences
believing that the Federal Sentencing Guidelines required that outcome. I argued
the case at the United States Court of Appeals for the Eighth Circuit on the basis
that the District Court erred in treating the Sentencing Guidelines as mandatory
rather than advisory in light of the Supreme Court jurisprudence post-Booker.
The Court of Appeals affirmed the convictions but vacated the mandatory life
sentences and remanded for resentencing. Mr. Plurnman received a term of years
with no life sentence at post-appeal proceedings in District Court. My co-counsel
was Assistant Federal Public Defender Edward Albright, 124 South Euclid
Avenue, Ste. 202, Pierre SD 57501, telephone 605-224-0009. The prosecutor was
Randolph Seiler, Assistant United States Attorney, P.O. Box 7240, Pierre SD
57501, telephone 605-224-5402.

Pattie Hinkle v. Kadoka School District: My wife and law partner Linda Lea
Viken and I represented the plaintiff in this claim for money damages on behalf of
high school teacher Pattie Hinkle in United States District Court at Pierre, South
Dakota, in 1982. The Honorable Donald Porter, now deceased, presided. Ms.
Hinkle brought this civil rights action alleging that she was fired from her long
service as an educator because of her activism in the local teacher's union. The
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jury awarded our client money damages. The school district did not appeal the
verdict. Co-counsel Linda Lea Viken practices law at 4200 Beach Drive, Ste. 4,
Rapid City SD 57702, telephone 605-721-7230. The defendants were represented
by attorney David Gerdes, P.O. Box 160, Pierre SD 57501, telephone 605-224-
8803.

People to Save Our Constitution, Inc. v. Cheyenne River Sioux Tribe: My former
law partner Terry Pechota and I representcd the plaintiff, a group of tribal
members, against the Tribe for violations of federal and tribal law in connection
with elections on the Cheyenne River Reservation. We tried the case to the late
Judge Donald Porter in United States District Court at Pierre, South Dakota. Our
clicnts did not prevail but achicved some regularity in the election processes as a
result of this dispute. Lead counsel for the defendant was Richard West, retired.
Mr. West was subsequently Director of the National Museum of the American
Indian in Washington, DC.

State of South Dakota v. Dick Stoll: My client was prosecuted by the South
Dakota Attomey General's Office and the Meade County States Attomey on
multiple rape allegations in South Dakota Circuit Court at Sturgis in 1983. The
late Judge Robert Tschetter presided. This complex case involved a number of
alleged victims who made spectacular claims of rape against my client, a well
known person in the state volunteer fire department community. The case
received extensive coverage in the local media for months, all of it slanted toward
the guilt of my client. After a lengthy jury trial, Mr. Stoll was found not guilty on
all counts. Lead counsel for the State of South Dakota was Ronald Campbell, 325
East 1* Avenue, Miller SD 57362, telephone 605-853-2456.

Robert Koenig v. William Lambert and Diocese of Rapid City, 527 N.W.2d 903
(SD 1995): This much publicized clergy scx abuse case was tried to a jury in
Circuit Court for the Seventh Judicial Circuit at Rapid City before the Honorable
Warren G. Johnson. Irepresented the Diocese of Rapid City which was the
subject of allegations that the bishops of the diocese knew or should have known
of Koenig's childhood sexual abuse by Catholic priest William Lambert. The jury
returned an award of money damages against Lambert. The jury found the
Diocese not liable because its bishops were without knowledge of Lambert's
criminal activities and the claim was barred by the statute of limitations. This was
one of the first clergy sex abuse cases in the country which resulted in a jury
finding of no liability against a diocese. The verdict was upheld on appeal.
Plaintiff’s co-counsel were Rick Johnson, deceased, and Stephanie Pochop. Ms.
Pochop practices law in Gregory, South Dakota. Her address is P.O. Box 149,
Gregory SD 57533, telephone 605-835-8391. Counsel for defendant William
Lambert was Joseph M. Butler, deceased, and Jeffrey G. Hurd. Mr. Hurd can be
reached at P.O. Box 2670, Rapid City SD 57709, telephone 605-343-1040.
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Legal Activities: Describe the most significant legal activities you have pursued,
including significant litigation which did not progress to trial or legal matters that did not
involve litigation. Describe fully the nature of your participation in these activities. List
any client(s) or organization(s) for whom you performed lobbying activities and describe
the lobbying activities you performed on behalf of such client(s) or organizations(s).
(Note: As to any facts requested in this question, please omit any information protected
by the attorney-client privilege.)

The most significant legal matter in my career not involving litigation was the
establishment of the Federal Public Defender organization for the District of North
Dakota. Shortly after my appointment as Federal Public Defender for the District of
South Dakota in 2003, the Federal District Judges in North Dakota requested that 1
consider expanding defender services into that district. North Dakota was one of four
remaining judicial districts in the United States without a Federal Public or Community
Defender established pursuant to the Criminal Justice Act, 18 U.S.C. § 3006A. Between
2003 and the opening of our defender offices in North Dakota on November 1, 2005, 1
led the effort to analyze the practicality and logistics of forming a combined-district
Federal Defender organization. [ traveled throughout North Dakota speaking to judges,
defense attorneys, prosecutors, probation staff and others involved in the federal criminal
justice system. Though the Criminal Justice Act Plan for the District of North Dakota
provided a competent panel of private practice attorneys available for appointment to
represent indigent defendants in District Court, no support resources were available to
defense counsel and trials were few in number. After my public education effort, the
North Dakota State Bar conducted a survey of its membership to determine whether a
combined-district defendcr organization was needed and supported in the district. The
survey results confirmed greater than 80% support for the establishment of a Federal
Public Defender organization for the District of North Dakota. The Federal District
Judges and the Clerk of Court worked closely with me to achieve Circuit Court approval
and authorization from the Administrative Office of the United States Courts to expand
defense services into the district. With the assistance of the General Services
Administration, we located and renovated professional office spaces for our staff in Fargo
and Bismarck, North Dakota. Four Assistant Defenders, two professional investigators
and two legal secretaries were hired from a large pool of applicants. Since opening our
North Dakota offices in 2005, we have represented 976 indigent defendants vigorously
and effectively. Our organization provides annual training opportunities for panel
attorneys, consults with appointed counsel in complex cases, and maintains a specialized
website and library resources for use by panel attorneys. The judges in the district have
stated publicly that the establishment of our combined-district organization has
significantly increased the quality of representation for indigent defendants in the District
of North Dakota.

I have performed no lobbying activities on behalf of any client or organization,

Teaching: What courses have you taught? For each course, state the title, the institution
at which you taught the course, the years in which you taught the course, and describe
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briefly the subject matter of the course and the major topics taught. If you have a
syllabus of cach course, provide four (4) copies to the committee.

1 have not taught any courses during my legal career.

Deferred Income/Future Benefits: List the sources, amounts and dates of all
anticipated receipts from deferred income arrangements, stock, options, uncompieted
contracts and other future benefits which you expect to derive from previous business
relationships, professional services, firm memberships, former employers, clicnts or
customers. Describe the arrangements you have made to be compensated in the future
for any financial or business intcrest.

I have no deferred income or future benefit arrangements from prior business
relationships.

Outside Commitments During Court Service: Do you have any plans, commitments,
or agreements to pursue outside employment, with or without compensation, during your
service with the court? If so, explain.

I have no plans, commitments or agreements to pursue outside employment, with or
without compensation, during my service with the court.

Sources of Income: List sources and amounts of all income received during the calendar
year preceding your nomination and for the current calendar year, including all salaries,
fees, dividends, intercst, gifts, rents, royaities, licensing fees, honoraria, and other items
exceeding $500 or more (if you prefer to do so, copies of the financial disclosure report,
required by the Ethics in Government Act of 1978, may be substituted here).

See attached Finaneial Disclosure Report

Statement of Net Worth: Please complete the attached financial net worth statement in
detail (add schedules as called for).

See attached Net Worth Statement

Potential Conflicts of Interest:

a. Identify the family members or other persons, parties, categories of litigation, and
financial arrangements that are likely to present potential conflicts-of-intercst
when you first assume the position to which you have been nominated. Explain
how you would address any such conflict if it were to arise.

I will handle all matters involving actual or potential conflicts of interest through

the careful and diligent application of Canon 3 of the Code of Conduct for United
States Judges as well as other relevant Canons and statutory provisions.
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My spouse, Linda Lea M. Viken, is a sole practitioner doing business under the
name Viken Law Firm. She is a family law attorney whose practice is entirely
within the jurisdiction of the courts of the State of South Dakota. A filing in
federal court involving my spouse will be extremely rare and easily identifiable.

1 have been out of private law practice for nearly six years. Ihave no financial
interest in any law firm or with any former client, former law partner or matter
pending in any law firm with which I was formerly associated.

Federal criminal and habeas corpus cases pending in the Federal Public
Defender’s Office at the time of my departure will present a conflict and will
require recusal. Future cases in which present clients or former clients of the
Federal Public Defender’s Office appear as witnesses may present a conflict.
Based on discussion with Chief Judge Karen Schreier, District of South Dakota,
plan to recuse myself under the circumstances noted. Chief Judge Schreier or
another District Judge will be assigned to cases which require my recusal,

b. Explain how you will resolve any potential conflict of interest, including the
procedure you will follow in determining these arcas of concern.

Cases involving clients or former clients represented by the Federal Public
Defender’s Office during my tenure as Defender are easily identifiable from the
court’s record of appointed counsel. I will recuse myself from cases involving
such clients as well as cases arising from clients represented during my time as
Federal Defender.

Pro Bono Work: An ethical consideration under Canon 2 of the American Bar
Association’s Code of Professional Responsibility calls for “every lawyer, regardless of
professional prominence or professional workload, to find some time to participate in
serving the disadvantaged.” Describe what you have done to fulfill these responsibilities,
listing specific instances and the amount of time devoted to each.

Throughout my 21 years of private practice, I regularly and frequently performed legal
services at no charge or on a reduced fec basis for financially disadvantaged people.
Forms of representation included drafting testamentary documents and contracts,
negotiating disputes without litigation, resolving issues with insurance carriers or public
benefit providers, addressing landlord-tenant issues, and undertaking representation in
simple and complex criminal and civil litigation. Pro bono work was performed for
clients in federal, state and tribal courts.

My commifment to seeking equal justice for indigent people was the motivation for my
tenurc on the Board of Directors of Black Hills Legal Services, Inc., from 1987 to
1992.As chair of the Legal Services Board from 1988 to 1992, I undertook pro bono
representation and encouraged members of the local bar to offer their services free of
charge to those who could not afford counsel in civil matters.
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After becoming Federal Defender in 2003, I initiated annual Law Day programs in
regional schools heavily populated by financially disadvantaged students. Our staff
attorneys and paralcgals speak to approximately 1,000 middle school and high school
students each year, primarily in institutions located on Indian reservations in the Dakotas.
These presentations and discussions are intended to inform students about their
constitutional and statutory rights and obligations in the hope that our instruction will
encourage law abiding behavior and respect for the justice system.

26. Seleetion Process:

a. Pleasc describe your experience in the entire judicial selection process, from
beginning to end (including the circumnstances which led to your nomination and
the interviews in which you participated). Is there a selection commission in your
Jurisdiction to recommend candidates for nomination to the federal courts? If so,
please includc that process in your description, as well as whether the commission
recommended your nomination. List the dates of all interviews or
communications you had with the Whitc House staff or the Justice Department
regarding this nomination. Do not include any contacts with Federal Bureau of
Investigation personnel concerning your nomination.

The January 2009 edition of the South Dakota State Bar Newsletter carried a
notice that attorneys interested in filling a Federal District Court vacancy shoutd
apply to Drey Samuelson, Chief of Staff for United States Senator Tim Johnson. 1
followed the instructions provided in the notice and in subsequent
communications from Mr. Samuelson to those who applied for the judgeship.
There is no selection commission process used in this district. I submitted an
application letter and resume to Mr. Samuelson. Thereafter, I responded to a
detailed set of questions submitted to applicants. On February 24, 2009, I
received a call from Mr. Samuelson advising that Senator Johnson intended to
recommend me to fill an upcoming vacancy on the District Court in the Western
Division at Rapid City, South Dakota, I met with Senator Johnson and Mr.
Samuelson while in Washington, DC, on defender business on February 27, 2009,
the day Senator Johnson announced his recommendation. Since March 12, 2009,
I have been in communication with pre-nomination officials at the Department of
Justice for guidance on the compietion of required documents and for the
scheduling of an initial telephonic interview. On May 21,2009, T was
interviewed by Associate Attorney General Thomas Perrelli and staff from the
Office of White House Counsel at the Department of Justice.

b. Has anyonc involved in the process of selecting you as a judicial nominee
discussed with you any currently pending or specific case, legal issue or question
in a manner that could reasonably be interpreted as seeking any express or
implied assurances concerning your position on such case, issue, or question? If
so, explain fully.

No such communications have taken place.
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STATEMENT OF DAVID J. KAPPOS, NOMINEE TO BE UNDER
SECRETARY OF COMMERCE FOR INTELLECTUAL PROPERTY
AND DIRECTOR OF THE U.S. PATENT AND TRADEMARK OF-
FICE

Mr. KAapPOS. Good morning. If it is OK, I do have a short state-
ment that I would like to read, Chairman Leahy.

Chairman LEAHY. Please go ahead.

Mr. KApPPOS. Thank you. Chairman Leahy, Senator Sessions, dis-
tinguished members of the Senate Judiciary Committee, thank you
very much for the opportunity to appear before you here today. I
am very grateful to President Obama and to Secretary Locke for
the trust that they have placed in me, and to you for considering
my nomination as Under Secretary of Commerce for Intellectual
Property and Director of the U.S. Patent and Trademark Office.

It is exceptional and humbling under any circumstance to have
the opportunity to serve one’s country, but it is particularly so for
me as the son and grandson of emigrants. My father, who you met
just a moment ago, came to this country from Greece and my moth-
er’s parents came to the U.S. from Italy. So the opportunity to be
?ereltoday is particularly poignant for me and it is, also, for my
amily.

If recommended by this Committee and confirmed by the Senate,
I look forward to joining Secretary Locke, his team at Commerce,
in their mission as stewards of American economic growth, job cre-
ation, and innovation. I have spent nearly my entire professional
career in the field of intellectual property law and, indeed, my en-
tire career around technology and innovation, first, as an electrical
and computer engineer; then as a patent attorney handling matters
before the U.S. PTO; litigating patent disputes both as defendant
and as plaintiff; managing intellectual property matters in Asia;
and, finally, as vice president and assistant general counsel for in-
tellectual property law, managing IBM’s IP interests globally.

So I have seen the intellectual property system from all sides. I
care passionately about this field and the role intellectual property
plays in advancing American innovation. So it is particularly excit-
ing for me to be considered for the position of Director of the U.S.
PTO, an organization that traces its roots to the Founding Fathers
and to their understanding that promoting and rewarding innova-
tion is critical to our country’s success.

PTO faces many challenges, as we all know. Most immediate are
those resulting from the economic downturn, the need for a stable
and sustainable funding model, the need to address pendency con-
cerns while preserving and enhancing patent quality, and the im-
perative to attract and retain skilled personnel at a time of fiscal
constraint.

Secretary Locke has personally asked me to refashion the patent
examination process to meet these challenges and in carrying for-
ward this direction, I will focus substantial personal attention
within the U.S. PTO as my top priority.

Additional challenges flow from rapid globalizing trade environ-
ment, impacting trademark and patent interests, as well as respect
for intellectual property and the consequences where intellectual
property is not respected. Longer term, the U.S. PTO is going to

VerDate Nov 24 2008  12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00087 Fmt6633 Sfmt6633 SA\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC



78

need to keep abreast of the astounding pace of technological change
across a broad range of scientific disciplines.

It must constantly rethink how it carries out its constitutional
imperative to promote innovation and scientific advancement for
the public good, both in terms of the technology confronting the of-
fice and in terms of leveraging that technology and applying the
law to that technology.

So as I consider these challenges, I am mindful of several things.
I am mindful that the U.S. PTO serves the interests of all
innovators in this country, small and large, corporate and inde-
pendent, academic and applied, and, most importantly, the public
interests. While I have spent my career to date at a large corporate
enterprise, I am familiar with the concerns of all U.S. PTO con-
stituents, including small and independent investors, the venture
and startup community, public interest groups, the patent bar and
many others, and I will reach out to all of them.

I am mindful of the incredible dedication of the thousands of U.S.
PTO employees and the essential role they play in the success of
the U.S. innovation system. I will work every day with the U.S.
PTO employees and the unions that represent them to establish
strong, positive relationships grounded in professional treatment
for professional judgment.

I am acutely mindful that innovation today is global and that IP
policy is of paramount importance, not only in our country, but also
in the EU, in Japan, in China, Brazil, India and many other devel-
oping countries.

I will use my international experience and my understanding of
global IP trends to help this administration represent the interests
of American innovators globally.

Finally, I am mindful that the office for which I am being consid-
ered, working as part of Secretary Locke’s team and within the ad-
ministration’s agenda, must be intensely focused on how to serve
the American people at this time of economic uncertainty.

I believe the U.S. PTO can play a significant role in enhancing
economic growth, creating jobs and advancing American innova-
tion, and I hope to play a part of this important mission.

Again, I am grateful for the opportunity to address you here
today and I am pleased to answer any questions.

[The biographical information of David J. Kappos follows.]
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UNITED STATES SENATE
COMMITTEE ON THE JUDICIARY

QUESTIONNAIRE FOR NON-JUDICIAL NOMINEES
PUBLIC

. Name: State full name (include any former names used).

David James Kappos

. Position: State the position for which you have been nominated.

Undersecretary of Commerce and Director of United States Patent and Trademark Office

. Address: List current office address. If city and state of residence differs from your
place of employment, please list the city and state where you currently reside.

Office: 1 North Castle Drive, Armonk NY, 10504
Residence:

. Birthplace: State date and place of birth.

March 3, 1961; Palos Verdes, CA

. Education: List in reverse chronological order each college, law school, or any other
institution of higher education attended and indicate for each the dates of attendance,
whether a degree was received, and the date each degree was received.

George Washington University, School of Law; 8/89 — 5/90; no degree received

UC Berkeley, Boalt Hall School of Law; 8/87 — 5/89; Juris Doctor degree received 5/90
Syracuse University; 8/84 — 12/84, no degree received

UC Davis; 8/79 — 8/83; BS Electrical and Computer Engineering degree received 8/83

. Employment Record: List in reverse chironological order all govemmental agencies,
business or professional corporations, companies, firms, or other enterprises,
partnerships, institutions or organizations, non-profit or otherwise, with which you have
been affiliated as an officer, director, partner, proprietor, or employee since graduation
from college, whether or not you received payment for your services. [nclude the name
and address of the employer and job title or description.

IBM Corporation, 12/90 to Present:

Vice President and Assistant General Coansel, Intellectual Property
Law and Strategy; I North Castle Drive, Armonk NY 10504; 5/2003-

present
Corporate Counsel, Intellectual Property Law; I North Castle Drive, Armonk

NY 10504; 8/2000-4/2003

Assistant General Counsel, Intellectual Property Law; Tokyo, Japan; 5/1998-
772000

Counsel, Intellectual Property Law; San Jose, CA; 7/1995-5/1998

Attorney, Litigation; San Jose, CA; 7/1993-7/1995

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00089 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.069



VerDate Nov 24 2008

80

Attorney, Intellectual Property Law; San Jose, CA; 12/1990-
7/1993

Trainee, Intellectual Property Law; Arlington, VA; 5/1989-12/1990

Engineer; Endicott, NY; 10/1983-5/1989 (excluding leaves of
absence during law school attendance)

Intellectual Property Owners Association, Washington DC, Vice President, 1/2008-
present

Intellectual Property Owners Education Foundation, Washington DC, member Board
of Directors, 3/2008-present

American Intellectual Property Law Association, Arlington VA, member Board of
Directors, 10/2006-present

International Intellectual Property Society, Morristown, NJ, member Board of
Directors, 1/2001-present

Alexander Tognino Foundation, Ardsley NY, member Board of Trustees, 5/2008-
present

. Military Service and Draft_Status: Identify any service in the U.S. Military, including

dates of service, branch of service, rank or rate, serial number (if different from social
security number) and type of discharge received, and whether you have registered for
selective service.

I have registered for the Selective Service.

Honors and Awards: List any scholarships, fellowships, honorary degrees, academic or
professional honors, honorary society memberships, military awards, and any other
special recognition for outstanding service or achievement.

Tau Beta Pi Society
UC Berkeley academic scholarship
Graduation with highest honors, UC Davis

Bar Associations: List all bar associations or legal or judicial-related committees,
selection panels or conferences of which you are or have been a member, and give the
titles and dates of any offices which you have held in such groups.

Intellectual Property Owners, Vice President, 1/2008 — present

Intellectual Property Owners Education Foundation, member Board of Directors,
3/2008 - present

American Intellectual Property Law Association, member Board of Directors, 10/2006
— present

Alexander Tognino Foundation, member Board of Trustees, 5/2008 - present

International Intellectual Property Society, member Board of Directors, approximately
172001 — present

American Bar Association (no record of dates available)

American Chamber of Commerce Japan Intellectual Property Law Committee, 5/1998-
7/2000

Peninsula Intellectual Property Law Association, 1990-1998 (approx)
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10. Bar and Court Admission:

a.

List the date(s) you were admitted to the bar of any state and any lapses in
membership. Please explain the reason for any lapse in membership.

1990 - California
2002 - District of Columbia
2003 - New York

List all courts in which you have been admitted to practice, including dates of
admission and any lapses in membership. Please explain the reason for any lapse
in membership. Give the same information for administrative bodies that require
special admission to practice.

NA

11. Memberships:

a.

List all professional, business, fraternal, scholarly, civic, charitable, or other
organizations, other than those listed in response to Questions 9 or 10 to which
you belong, or to which you have belonged, since graduation from law school.
Provide dates of membership or participation, and indicate any office you held.
Include clubs, working groups, advisory or editorial boards, panels, committees,
conferences, or publications.

None

Indicate whether any of these organizations listed in response to 11a above
currently discriminate or formerly discriminated on the basis of race, sex, religion
or national origin either through formal membership requirements or the practicat
implementation of membership policies. If so, describe any action you have taken
to change these policies and practices.

N/A

12. Published Writings and Public Statements:

List the titles, publishers, and dates of books, articles, reports, letters to the editor,
editorial pieces, or other published material you have written or edited, including
material published only on the Internet. Supply four (4) copies of all published
material to the Committee.

“Deferred Examination: A Solution Whose Time Has Come,” Letter to the

Editor, Managing Intellectual Property, April 2009

“Seeking a Balanced Approach to Inequitable Conduct Reform,” publication
pending 2009

“A Technological Contribution Requirement for Patentable Subject Matter:
Supreme Court Precedent and Policy”, Northwestern Journal of
Technology and Intellectual Property, Vol. 6, No.2, Spring 2008

"It's Time for Patent Reform", BusinessWeek, March 28, 2007

“Point of View: We Must Stop the Race to the Bottom”, IP Law and Business,

April 1, 2007
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Supply four (4) copies of any reports, memoranda or policy statements you
prepared or contributed in the preparation of on behalf of any bar association,
committee, conference, or organization of which you were or are a member. If
you do not have a copy of a report, memorandum or policy statement, give the
name and address of the organization that issued it, the date of the document, and
a summary of its subject matter.

None

Suppty four (4) copies of any testimony, official statements or other
communications relating, in whole or in part, to matters of public policy or legal
interpretation, that you have issued or provided or that others presented on your
behalf to public bodies or public officials.

“Opening Statement to Senate Judiciary Committee, Concerning S515,” 2009

“Testimony of David J. Kappos Before the United States Senate Committee on
the Judiciary,” 2009

“Letter to The Honorable Dianne Feinstein,” 2009

“Appendix to Letter from David J. Kappos to Members of Senate Judiciary
Committee,” 2009

“Working Together Toward A Sustainable Patent System,” speech to Trilateral
Patent Offices, 2008

“Working Together Toward A Sustainable Patent System,” speaking notes for
speech made to Trilateral Patent Offices, 2008

“Declaration of David J. Kappos, on Behalf of IBM, in Support of AIPLA
Amicus Brief in Matter of GSK Preliminary Injunction Motion to Stay
New PTO Rules,” 2007

Letter to Jon Dudas recommending PTO data transparency, 2007

Supply four (4) copies, transcripts or recordings of all speeches or talks delivered
by you, including commencement speeches, remarks, lectures, panel discussions,
conferences, political speeches, and question-and-answer sessions. Include the
date and place where they were delivered, and readily available press reports
about the speech or talk. If you do not have a copy of the speech or a transcript or
recording of your remarks, give the name and address of the group before whom
the speech was given, the date of the speech, and a summary of its subject matter.
If you did not speak from a preparcd text, furnish a copy of any outline or notes
from which you spoke.

“Generic Prior Art Citation Document,” speech to Industry Trilateral, 2008

“Working Together Toward A Sustainable Patent System,” speech to Trilateral
Patent Offices, 2008

“Working Together Toward A Sustainable Patent System,” speaking notes for
speech made to Trilateral Patent Offices, 2008

“Section 112 Issues in Computer Software Patents,” speech to AIPPI, 2009

“US Patent Reform: Is it Within Reach?” speech to Council on Foreign
Relations, 2009

“The Eco~Patent Commons,” speech to AIPPI, 2008

“Intellectual Property and the Evolution of Innovation Models,” speech to
Interpat, 2008

“Fordham IP Law Institute 16" Annual Conference,” speech at Fordham IP
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Law Institute 16" Annual Conference, 2008
“Calling The Pitches: US Intellectual Property Laws in an Era of Legislative
Deadlock and Supreme Court Activism,” speech to Licensing Executives

Society, 2007

List all interviews you have given to newspapers, magazines or other
publications, or radio or television stations, providing the dates of these
interviews and four (4) copies of the clips or transcripts of these interviews where
they are available to you.

The following list represents all the interviews I have been able to identify
through a search of my records and public databases.

2004
May 8, 2004
2005

Jaouary 11, 2005
2006

October 24, 2006
February 20, 2006
August 21, 2006
January 14, 2006
October 30, 2006
February 2, 2006
February 13, 2006
October 30, 2006
January 17, 2006
May 12, 2006
October 2006
2007

September 2007
March 5, 2007
March 5, 2007
March 3, 2007
May 14, 2007
May 7, 2007

May 5, 2007

Neil Munro, The National Journa]

The Journal News, Julie Moran Alterio

Business Daily Update

InformationWeek, Eric Chabrow

Fortune, Nicholas Varchaver

Chicago Tribune, Jon Van

InformationWeek, Paul McDougail

Business Week Online, Michael Orey

Business Week, Michae! Orey

COMMWEB

Deseret Mormng News, Bloomberg News, Susan Decker
Business Wire

Intellectual Property Today

Tnside Counsel

UP!

TechNews, Alan Sipress

The Washington Post, Alan Sipress

Business Week, Michael Orey, with Arlene Weintraub
InformationWeek, Chris Murphy

TechWeb
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March 5, 2007
April 30, 2007
Apnl 30, 2007
Qctober 25, 2007
October 26, 2007
April 24, 2007
February 28, 2007
Feb. 2, 2007

Feb. 6, 2007

Feb. 7, 2007

March, 2007
April 12,2007
April, 2007
July 11, 2007

July 31, 2007

Aug. 17,2007

Dec. 12,2007

Dec. 20, 2007

2008

September 26, 2008
October 14, 2008
September 16, 2008
September 15, 2008
January 15, 2008
January 15, 2008
November 2008

Jan. 13,2008

84

Technology Daily

AFX International Focus

The Associated Press, Christopher S. Rugaber
Patently-O: Patent Law Blog, Dennis Crouch
Patent Baristas, Stephen Albainy-Jenei
Deseret Morning News, Suzanne Struglinski
Investor's Business Daily, Sheila Riley

Jim Finkle, Reuters

Nick Varchaver, Fortune Magazine

Jim Puzzanghera, Los Angeles Times

Neil Munro, National Journal

Jess Bravin, Wall Street Journal

Alan Sipress, Washington Post

Investors’ Business Daily

Wired magazine, Jeff Howe

CNET

Joff Wild, 1AM Magazine

Richard Waters, Financial Times (no story)

Robert Scoeble, Scobelizers blog (video interview posted 1o Internet)

NPR Interview - NPR's talk of the Nation - Science Friday (reporter Ira
Flatow)

Fortune - Nick Varchaver (no story)

Dow Jones (Stuart Weinberg Re [.G Quanta case)

Business Wire

China Business Newsweekly

The New Zealand Herald

The Associated Press, Joelle Tessler

The Calgary Herald (Alberta)

Ottawa Citizen

Intellectual Property Today, Joseph N. Hosteny

William Bulkeley, Wall Street Journal
Matthew Miller, Bloomberg
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Tom Abate, San Francisco Chronicle
Martin LaMonica, CNET

Jan. 15,2008 Diane Bartz, Reuters (Quanta)

Feb. 4, 2008 Stuart Wemberg, Dow Jones (re Patent Reform Legislation)
Feb. 5, 2008 Les Echos Interview

July 23, 2008 Joell Tessler, Associated Press (re Peer to Patent)
Dec. 18, 2008 Yeff Howe, Wired Magazine (re Peer to Patent)
2009

March 10, 2009 CQ Congressional Testimony

June 22, 2009 EWeek.com

May 4, 2009 Patentiy-O: Patent Law Blog, Dennis Crouch
February 16, 2009 Africa News

February 16, 2009 The Daily Trust (Nigeria) - AAGM, Hamisu Muhammad
June 21, 2009 Patently-O- Patent Law Blog, Dennis Crouch
April 2, 2009 Filewrapper.com

April 2009 Inside Counsel, Steven Seidenberg

March 10, 2009 National Journal's CongressDaily, Andrew Noyes
June 19, 2009 National Journal's CongressDaily, Andrew Noyes
January 14, 2009 Digttal Journal

June 2, 2009 Business Week Online, Michael Orey

March 11, 2009 Consumer Electronics Daily

March 11, 2009 Washington internet Daily

March 10, 2009 CongressNow, Jackie Hicken

January 2009 / February 2009 ABI Inform, Suzanne Bell

Jan. 7, 2009 Nick Varchaver/Roger Parloff, Fortune Magazine

Jan. 13, 2009 Justin Scheck, Wall Street Journa!

Jan. 14, 2009 Ashlee Vance, New York Times

Jan. 30, 2009 Inside Counsel Magazine interview and coverage in April 2009 issue.

Feb. 11,2009 Reuters quoted in story resulting from interview conducied in South
Africa

March 18, 2009 Diane Bartz, Reuters

April 7, 2009 Corporate Counse] Magazine interview and coverage in June 2009
issue.
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March 10 Senate Judiciary Committee testimony -- quoted in EE Times and
eWEEK.

13. Public Office, Political Activities and Affiliations:

a. List chronologically any public offices you have held, other than judicial offices,
including the terms of service and whether such positions were elected or
appointed. If appointed, please include the name of the individual who appointed
you. Also, state chronologically any unsuccessful candidacies you have had for
elective office or unsuccessful nominations for appointed office.

None

b. List all memberships and offices held in and services rendered, whether
compensated or not, to any political party or election committee. If you have ever
held a position or played a role in a political campaign, identify the particulars of
the campaign, including the candidate, dates of the campaign, your title and
responsibilities.

I volunteered on the Obama primary and presidential campaigns by serving on
the IP Law advisory team, calling voters, and travelling for a weekend to
Pennsylvania to get out the vote.

14. Legal Career: Answer each part separately.

a. Describe chronologically your law practice and legal experience after graduation
from law sehool including:

1. whether you served as clerk to a judge, and if so, the name of the judge,
the court and the dates of the period you were a clerk;

I did not serve as a clerk.
it. whether you practiced alone, and if so, the addresses and dates;
1 did not practice alone,

iii. the dates, names and addresses of law firms or offices, companies or
governmental agencies with which you have been affiliated, and the nature
of your affiliation with each.

IBM Corporation, 12/90 to Present:

Vice President and Assistant General Counsel, Intellectual Property
Law and Strategy; I North Castle Drive, Armonk NY 10504;
5/2003-present

Corporate Counsel, Intellectual Property Law; 1 North Castle Drive,
Armonk, NY 10504; 8/2000-4/2003

Assistant General Counsel, Intellectual Property Law; Tokyo, Japan;
5/1998-7/2000

Counsel, Intellectual Property Law; San Jose, CA; 7/1995-5/1998
Attorney, Litigation; San Jose, CA; 7/1993-7/1995
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Attorney, Intellectual Property Law; San Jose, CA; 12/1990-
7/1993

Trainee, Intellectual Property Law; Arlington, VA; 5/1989-12/1990
Engineer; Endicott, NY; 10/1983-5/1989 (excluding leaves of
absence during law school attendance)

iv. whether you served as a mediator or arbitrator in alternative dispute
resolution proceedings and, if so, a description of the 10 most significant
matters with which you were involved in that capacity.

1 have not served as a mediator or arbitrator.

b. Describe:

i. the peneral character of your law practice and indicate by date when its
character has changed over the years,

During my career, I have focused on all aspects of intellectual property
law including patents, trademarks, copyrights, and trade secrefs.

ii. your typical clients and the areas at each period of your legal career, if
any, in which you have specialized.

My clients include IBM inventors, technical management, and business
management. As noted above, I have specialized in all aspects of
intellectual property law.

c. Describe the percentage of your practice that has been in litigation and whether
you appeared in court frequently, occasionally, or not at all. If the frequency of
your appearances in court varied, describe such variance, providing dates.

1. Indicate the percentage of your practice in:
1. federal courts;
2. state courts of record;
3. other courts;
4. administrative agencies

0%. My practice does not involve appearing in court or administrative
agencies. Litigation-related matters comprise about 10% of my practice
(100% during assignment to Corporate Litigation function from 1993 to
1995). My litigation experience has involved advising on strategy, briefs,
motion papers, discovery materials, and trial preparation, but always with
outside counsel handling proceedings in court, deposition, etc.

ii. Indicate the percentage of your practice in:
1. civil proceedings;
2. criminal proceedings.

0%. My practice does not involve appearing in court or administrative
yp 14

agencies. All of the litigation matters I have been involved in have been
civil proceedings involving intellectual property.
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d. State the number of cases in courts of record, including cascs before
administrative law judges, you tried to verdict, judgment or final decision (rather
than settled), indicating whether you were sole counsel, chief counsel, or associate
counscl.

None

i. What percentage of these trials were:
1. jury;
2. non-jury.

N/A

¢. Deseribe your practice, if any, before the Supreme Court of the United States
Supply four (4) copies of any briefs, amicus or otherwise, and, if applicable, any
oral argument transcripts before the Supreme Court in connection with your
practice.

1 have filed several amicus briefs before the U.S. Supreme Court in intellectual
property cases. Copies are enclosed.

15. Litigation: Describe the ten (10) most significant litigated matters which you personally
handled, whether or not you were the attorney of record. Give the citations, if the cases
werc reported, and the docket number and date if unreported. Give a capsule summary of
the substance of each casc. Identify the party or parties whom you represented; describe
in detail the nature of your participation in the litigation and the final disposition of the
case. Also state as to each case:

a. the date of representation;

b. the name of the court and the name of the judge or judges beforc whom the case
was litigated; and

c. the individual name, addresses, and telephone numbers of co-counsel and of
principal counsel for each of the other parties.

1 have not personally handled any litigation. My role in all litigation matters has
been advisory in nature.

16. Legal Activities: Describe the most significant legal activities you have pursued,
including significant litigation which did not progress to trial or legal matters that did not
involve litigation. Describe fully the nature of your participation in these activities. List
any client(s) or organization(s) for whom you performed lobbying activities and describe
the lobbying activities you performed on behalf of such clicnt(s) or organizations(s).
(Note: As to any facts requested in this question, please omit any information protected
by the attorney-client privilege.)

- 1 participated in leading Peer-to-Patent project working with the USPTO, JPO, and

UK PO, to implement Internet-based systems enabling the public to submit prior art
and commentary relating to published pending patent applications.
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- I participated in leading Patent Quality Index project, an ongoing effort to create
objective, computer-based means for rating the quality of issued patents and
applications.

~ I participated in leading Standards for Standards project, an ongoing effort to
improve the interface between standard-setting and intellectual property.

- I participated in leading Eco-Patent-Commaons project, an ongoing effort (o enable
holders of patents having ecologically beneficial uses to grant open licenses to those
patents without sacrificing the non-ecological commercial value of those patents.

- I participated in leading IBM to 16 consecutive years as the leader in US patent
issuances, and in many years of earning approximately 31 billion in IP income.

17. Teaching: What courses have you taught? For each course, state the title, the institution
at which you taught the coursc, the years in which you taught the course, and describe
briefly the subject matter of the course and the major topics taught. If you have a
syllabus of each course, provide four (4) copies to the committee.

None

18. Deferred Income/ Future Benefits: List the sources, amounts and dates of all
anticipated receipts from deferred income arrangements, stock, options, uncompleted
contracts and other future benefits which you expect to derive from previous business
relationships, professional services, fiem memberships, forrer employers, clients or
customers. Describe the arrangements you have made to be compensated in the future
for any financial or business interest.

1 own vested IBM options valued at approximately §147,000. As per an ethics
agreement that I have entered into with the Department's designated agency ethics
official, all of these vested options will be sold within 90 days of appointment.

1 own unvested IBM options and restricted stock valued at approximately $1.5 million,.
However all of this deferred income will be cancelled upon resignation from 1BM.

I have an investment in a spec. house in Tenants Harbor, Maine. Original amount of
investment was $100,000. Percentage share of profits (if any) is 38%. Current value of
this investment is estimated as less than original amount invested.

19. Qutside Commitments During Service: Do you have any plans, commitments, or
agreements to pursue outside employment, with or without compensation, during your
service? If so, explain.

No

20. Sources of Income: List sources and amounts of all income received during the calendar
ycar preceding your nomination and for the current calendar year, including all salaries,
fees, dividends, interest, gifts, rents, royalties, licensing fees, honoraria, and other items
excceding $500 or more (if you prefer to do so, copies of the financial disclosure report,
required by the Ethics in Government Act of 1978, may be substituted here).

I am enclosing a copy of my SF278 submission.
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Statement of Net Worth: Please complete the attached financial net worth statement in
detail (add schedules as called for).

The completed net worth statement is included at the end of this submission.

Potential Conflicts of Interest:

a. ldentify the family members or other persons, parties, affiliations, pending and
categories of litigation, financial arrangements or other factors that are likely to
present potential conflicts-of-interest when you first assume the position to which
you have been nominated. Explain how you would address any such conflict if it
were to arise.

In connection with the nomination process, I have consulted with the Office of
Government Ethics and the Department of Commerce’s designated agency ethics
official to identify potential conflicts of interest. Any potential conflicts of interest will
be resolved in accordance with the terms of an ethics agreement that I have entered
into with the Department's designated agency ethics official. I am not aware of any
other conflicts of interest.

b. Explain how you will resolve any potential conflict of interest, including the
procedure you will follow in determining these arcas of concern.

In connection with the nomination process, I have consulted with the Office of
Government Ethics and the Department of Commerce’s designated agency ethics
official to identify potential conflicts of interest. Any potential conflicts of interest will
be resolved in accordance with the terms of an ethics agreement that I have entered
into with the Department's designated agency ethics official. I am not aware of any
other conflicts of interest.

Pro Bono Work: An ethical consideration under Canon 2 of the American Bar
Association’s Code of Professional Responsibility calls for “every lawyer, regardless of
professional prominence or professional workload, to find some time to participate in
serving the disadvantaged.” Describe what you have done to fulfill thesc responsibilities,
{isting specific instances and the amount of time devoted to each. If you are not an
attorney, please use this opportunity to report significant charitable and volunteer work
you may have done.

I participate extensively in major intellectual property law associations AIPLA and
IPO. In this capacity I have devoted time and effort working to develop strong,
balanced intellectual property laws that serve the public’s interest in the availability of
innovative products and services at competitive prices. Recent specific projects I have
participated in include: development of model local patent rules for use by district
courts; development of model patent jury instructions for use by district courts;
submission of comments to EPO regarding its inquiry into software patents;
submission of comments to SIPO regarding its implementing regulations for the third
amendment to China’s patent laws.

Additionally, in my role as IBM’s chief IP lawyer I am leading a project in cooperation
with New York Law School, in which IBM provides senior IP law attorneys to lead
NYLS students in intellectual property-focused pro bono projects on behalf of
disadvantaged people in New York City.
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Finally, my wife is also an attorney. As of January 1, 2009, she left her practice at a
major law firm to move into the pro bono sector full time, working for Pro Boro
Partnership, a non-profit dedicated to providing free legal advice and education to
other non-profits in the NY/CT/NJ area.
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Provide a complete,
which itemizes 1in detail all assets
real estate, securities,
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FINANCIAL STATEMENT

NET WORTH

trusts, investments, and

David Kappos

current financial net worth statement
(including bank accounts,
other

financial holdings) all liabilities (including debts, mortgages,

loans, and other financial obligaticns) of vyourself, vyour
spouse, and other immediate members of your household.
ASSETS LIABILITIES
N 350,000
Cash on hand and in banks $50, 000 Notes payable to banks-secured
fes $0
U.S. Goveranment securities-add 3G Notes payable to banks-unsecured
schedule
Listed securities—add schedule 51,848,372 totes payable to relatives $0
Unlisted securities--add schedule $147, 940 Notes payable to others 50
Accounts and notes receivable: Accounts and bills due $5,000
Due from relatives and friends $50,00C Unpaid income tax $0
Due from others 50 Other unpaid income and interest S0
0
Doubt ful $ Real estate mortgages payable-add $2,004,715
schedule
Real estate owned-add schedule N Chattel mortgages and other liens 50
54,860,000
payable
Real estate mortgages receivable S0 Other debts-itemize: 50
Autos and other personal property $150,000
Cash value-life insurance $0
Other assets itemize: 50
Total liabilities 52,121,659
Net Worth $5,212,188
Total Assets $7,333,847 { Total liabilikies and net worth $7,333,847
CONTINGENT LIABILITIES ] ) GENERAL INFORMATION I I
As endorser, comaker or guarantor 50 Are any assets pledged® (Add No
schedule} B
On leases or contracts 30 Are you defendant in any suits or No
legal actions?
Legal Claims 50 ilave you ever taken bankruptcy? No
Provision for Federal Income Tax 50
Qther special debt None
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Schedule — Listed Securities

NB Kiminsky Il $198,427
Baron Partners Fund $44,908
Rydex NASDAQ 100 $54917
Mernidian Growth Fund $59,865
Dodge & Cox Intl. Stock Fund $15,774
Vanguard Prime Money Mkt $127,137
Vanguard GNMA $6,454
Vanguard Euro Stock Index $29,465
Vanguard Intl. Growth $21,255
Vanguard Total Stk Mkt Index $150,599
IBM Stock $49.830
Fidelity total Stock Mkt $528,387

Fidelity Small Cap Value Indx $178,061
Fidelity Aggresv Life Strategy $80,166

Fidelity Intl Stk Mkt Indx $107,771
Fidelity Small Midcap Indx $49,280
Fidelity Eur. Stk Indx $18,823
Fidelity Stable Value $127.253

Schedule — Unlisted Securities

Vested IBM Stock Options  $147,940

Schedule — Real Estate Owned

$2,500,000
$1,260,000
$1,100,000

Schedule — Real Estate Mortgages Payable

$897,915
$689,800
$417,000
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AFFIDAVIT

I, UC{ \)LJ \> ka 0005 . do swear

that the information prov1ded 1n this statement is, to the best
of my knowledge, true and accurate.

ek 6,2009 o 5 XQM/%

(DAI (NAME)

09/ o Pl

(NOTARY )

KATHLEEN KOBLOSH
NOTARY PUBLIG STATE OF NEW YORK
WESTCHESTER GOUNTY
LIC. #01K06198248
COMM. EXP. 12/15/2012
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Deferred Examination: A Selution Whose Time Has Come

By Steven Bennett and David Kappos

There are over 1 mithion patent applications backlogged at the U.S. Patent & Trademark Office
(USPTOQ), despite that it has a $2.1 billion budget und has hired thousands of new cxaminers in
its effort to catch up. [t is no exaggeration to declare that the examnination process for UL.S. patent
applications is struggling. And no stingle change to the system will fix it. But a mujor
component of the fix 15 well within our grasp: deferred examination, Deferred examination
could easily be implemented. It is a sensible way for the patent community to help the USPTO
direct its resources to the most iraportant pending applications, and away from the unimpottant
ones The advantages arc many, and the drawbacks can be mutigated. The largest barner to
deferred examination 1s convineing the U.S. patent community that the time has come to adopt

this tool.

Deferred Examination — A
Reasonable, Balanced Process

A workable process for deferred examination
offers an applicant the option to “pay as you
go” tor the services received from the PTO.
The sidebar and diagram outline our proposal
for deferred examination in the U.S. and
demonstrate the various routes available to
applicants.

While not widely used, the PTO already has a
process tor deferring examination of
appheations’. Since 2000, that procedure has
enabled an applicant to request deferral for up
to 36 months from the filing date. To defer, an
appheant must pay a 3130 processing fee (in
addition to the regular filing fee) and choose
the number of months for the deferral (between
I and 36 months). After processing the
request, the PTO grants the deferral for the
requested number of months.

[BM proposes leveraging this existing deferral
procedure and automating it. I[n our proposal,
all applications for which deferral is requested
are subject to a 36 month deferred examination
period.” At filing, the applicant pays the filing

' 37 CFR §1.103(d) and MPEP §709.

_Key Features

Advantages

Mandatory
publication at 18
months

+ Harmonization with
other patent systems

Mare prior art becomes
available

Flexible, up to 36
.manth deferral of
examination

« More priar art becomes
available to examiners
over time

Applicant can exit
deferral at any time

Third party may
trigger examination
at any time

« Applications important
to third parties are
examined sooner

Non-practicing
applicants forced to
have their applications
examined

Search and exam
fees can be deferred

+ "Pay as you go”
+ Cost savings for

applications that are
later abandoned

« USPTO can focus on
most important
pending applications

Intervening rights to
third parties

» Lega! protection
against {ate claims

¥ We note that the particulars of our proposal can be adjusted i various ways  For example, while we speak of a 36
month deferral period, a different maximum doration could be elected  In addition, we encourage the USPTO to
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fee to enable the USPTO to review the application for completeness, assign it a serial number,
calculate the 36 month deferral deadline, and set the application up in the electronic filing
system. Since a deferral request does not need to be investigated by the USPTO, the 3130

deferral processing fee is rescinded.

During the 36 month deferral period, the applicant chooses when to pay the search fee, which
funds the PTO to perform and mail a search report. The search report is similar to oncs issued by

the EPQ, with the cited documents categorized as X, Y. A, etc.

At 18 months, the application is published. If the search report is available, then it is published

as well. Otherwise the search report is published later, separately.

The PTO’s existing deferral process requires the applieant to choose the number of months for

the deferral up front. In our proposal, the applicant is not forced
to do this, but can exit the deferral pertod at any time, simply by
paying the examination fec.

Once the applicant pays the examination fee, the application is
examined as usual. If the examination fee is not paid by 36
months, then the application is automatically deemed abandoned.

When the application is published at 18 months, our proposai
allows a third party to pay the cxamination fee (and search fee, if
necessary), causing the application to exit deferral and proceed to
examination.

Deferred Examination Benefits the USPTO, Patent
Applicants, and the Public

Benefits to the USPTO

Because deferred examination results in applications going
abandoned before examination, a deferred examination system
would leave the PTO with fower patent applications to examine ~
likely significantly fewer. Taking overscas experience of patent
systems allowing deferred examination as a point of comparison,
the examination percentage for EPO applications is 94% and for
Japanese applications 67%”. A reasonable estimate for the United
States, if appropriate incentives are provided to encourage
applicants to abandon unnecessary applications, is that 10% would
go abandoned without expenditure of PTO examination resources.
With nearly 450,000 new applications filed per year, about 45,000

IBM’s Proposal for U.S.
Deferred Examination
Provides Several Deferral
Routes

As shown in the diagram, our

_ proposal for deferred examination

provides an applicant with several
deferrat routes. In Route #1, the

. application and search report are

“both published at 18 months because

the apphcant has paid the search fee.

In Route #2, the applicant defers
both the search and examination
until later. Conversely, in Route #3,
by paying ail three fees up front, the
applicant has opted out of the
deferral period and the application
proceeds through the patent office’s
search and examination.

Routes #4 and #5 show how an
applicant can save fees {and attorney
costs) by leveraging the deferral
period. In Route #4, the applicant
decides te abandon the case based
on information reviewed in the
search report. In Route #5, the
applicant does not even need to pay
for the search report before deciding
to abandon the case.

consider reatlocating fees (currently $330, $540, and $220) to better match the funding needed for filing, searching

and examination,

? There are several reasons why different patent offices employing different deferral processes see difterent
examination percentages. For example, while the filing fee is inexpensive in Japan (about $150 (US)), the
examination fee is about $2,000 for 10 claims, and about $2,600 for 30 claims. The high cost of exammation affects

the percentage of applications selected by applicants for examination in Japan.
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of those applications would be taken out of the examination queue, freeing up about 1 million
hours of examination time for patent examiners to spend on applications that actually matter.

In addition to reducing its workload overall, deferred examination would enable the PTO to
better examine the deferred applications that arc selected for examination. During the period
preceding examination, applicants will become aware of prior art related to patentability,
enabling them to submit morc robust information disclosure statemcnts. While we would like to
assume the examiner’s search would have otherwise turned up this art, it is not necessarily the
case. For example, some documents do not become available on public search sites untii well
after the documents otherwise become statutory prior art. Further, a large number of documents
arc originally in languages other than English. 1t takes time for an English transtation to become
available. The deferred examination period allows the U.S. examiner to benefit from
information brought to light through the passage of time, resulting in better examination of
patent applications.

Benefits to Applicants

Under the existing USPTO search and examination process, where all fees are paid upfront and
prior art searches oceur concurrent with examination, inventors have no incentive, and lack the
predicate information, to withdraw applications prior to examination, even if the claimed
inventions have been rendered demonstrably valueless in the period between filing and
prosecution. Thus all applications take up USPTO cxamination resources and many applications
are carried through to issuance that otherwise would have — should have — because they have no
significant value as issued patents.

Deferred examination turns this unproductive process around, giving applicants the financial
incentives and information to make intelligent decisions regarding the prosecution of their patent
applications, informed by marketplace developments and newly discovered prior art. The
financial incentive comes in the form of a lower filing fee that covers the USPTQO’s expenses
associated with administrative handling of the new application, but not the cost of scarch and
examination (which may never occur). Applicants of all sizes gain when they can cut their
investment in applications that prove unimportant with time, focusing their resources instead on
those applications more likely to generate value.

[BM’s recommended deferred examination process includes the option of a search report sent to
the inventor during the deferral period, prior to examination. The search report provides the
applicant a better understanding of the challenges to come during examination, and enables her
to make a more informed decision about whether to proceed with the expense of examination.

As for those applications that do proceed to examination, there s an additional benefit of faster
processing time. Once an applicant decides to move forward with examination, it should
proceed more quickly than in today’s system since deferred examination will winnow out a
significant number of applications that would otherwise take precedence in the examination
queue.
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Benefits to the Public

While the benefits to the PTO and applicants are important, the benefits to the public from
deferred examination are perhaps the most important. Today, the public finds a “patent thicket”
covering many technologics. The public’s burden to design around such patcnt thickets would
be ameliorated if applicants dropped the many patents that are not valuable. Deferring
examination promotes winnowing down applications as early in the process as possible. This
gives the public clarity. Moreover, IBM’s proposed system to defer examination provides the
public with the search report if the applicant elects a scparate scarch, giving the public additional
clarity. And perhaps most importantly, the requirement of 18 month publication for all deferred
applications adds reliability to the corpus of published searchable prior art without exception.

The best interests of the public are served by an efficient government. Through deferred
examination, the USPTO is able to focus its efforts on the most important applications as
determined by thosc in the best position to judge importance — the applicants themsclves. The
PTO gains efficiency by focusing on work that is important, as opposed to examining
applications in rote mechanical order of receipt, as is done today, even when a significant
amount of that work is obviated by the time it is commenced.

With deferred examination, the USPTO can focus its work on important applications, without the
distraction of the unimportant ones that are abandoned before prosecution. Examination is based
on more complete information about the prior art, resulting in better examined applications and
thus higher quality patents. The public gains certainty and the patent system gains credibility
when the USPTO awards high quality patents.

A Balanced Deferred Examination System Addresses Countervailing Issues

Elsewhere in the world, deferred examination procedures are already availablc, and have proven
effective for decades. The Netherlands adopted deferred examination in 1964; similar
procedures were adopted in Germany in 1968, and in Japan in 1970.

Today, the United States has de facto deferred examination because many art units at the PTO do
not examine applications for nearly 36 months. Through this de facto deferred examination, the
public and patent applicants arc accustomed to examination routinely being delayed for two,
three,or more years. However, without an economic incentive to do so, applicants simply leave
their unimportant applications in the system to use scarce PTO examination resources.

Surprising to many in the U.S. patent cornmunity, the U.S. also has de jure deferred examination
procedure, as explained above. Although adopted in 2000, that process is not widely used since
it has several disadvantages. First, there is a disincentive to use the deferral process since an
applieant must pay a $130 processing fee. Second, the application is not added to the
examination queue until after the deferral ends. Thus, the application may not be examined until
well beyond the intended deferral period. Third, and most troubling, the applicant must specify
the length of the deferral up-front even though the applicant does not have the necessary facts to
choose the appropriate time period for deferral.

1t is thus apparent that we currently enjoy the worst of all worlds, with a de jure deferral system
that does not work, and a defacto deferral system that serves to exacerbate the problems of
application backlog and patent quality. Surely, we can do better.
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While deferrcd examination has becn successful for decades elsewhere, the United States has not
vet chosen to adopt a useful deferred examination procedure. The arguments against deferred
examination, which have hampered past proposals, are addressed by IBM’s proposed approach.

Well-Aligned Incentives

Our proposal removes the disadvantages from the current unused de jure deferral system. There
is no fee for deferral. The application keeps its place in the examination queue during the
deferral. An applicant can cxit the deferral at any time.

Greater Certainty

Our approach to deferred examination improves certainty. As with current practice, a patent
application is filed with claims particularly pointing out the invention. Eighteen months later,
the application and search report (if applicable) are both published. If the search report has not
been requested by the applicant at the 18 month point, it is published as soon as it is requested by
the applicant. Applicants are not allowed to request non-publication, The search report provides
the public with more information than is currently provided at 18 months (or when later
available). And of course ~ as is the law already — when the application is examined,
prosecution history estoppel protects the public if the claims are amended.

Safeguarded Against Submarine Patents

Our approach to deferred examination does not promote “submarine™ patents. Qur proposal
allows a third party to pay the search and examination fee at any time and force an application to
be examined. Therc are two reasons a third party will do this: (1) for very imporant patent
applications where the third party is keen to understand the scope of patent protection that will be
granted; and (2) for patent applications that might threaten the third party. Armed with this right,
a third party will be able to force an application to be searched and examined without deferral.

Intervening Rights to Protect Prior Good-Faith Commercialization

Qur approach avoids unfair results for those who in good-faith commercialize the invention
during the deferral period, though intervening rights. Under U.S. law, third parties are already
protected by two forms of intervening rights. First, U.S. law provides for equitable intervening
rights against claims in a reissued (or reexamined) patent that did not exist in the original patent.
Second, quasi intervening rights are available where the claim in a patent is not substantially
identical to the claim in its published application.

We agree with the approach of enacting /egal intervening rights to protect a third party from
“late claims” in a deferred patent application.* If the third party practices what is only later

? Harold C. Wegner among others, has advanced this idea. Mr. Wegner is a parmer at Foley & f.ardner and former
director of the Intellectual Property Law Program at George Washington University Law School. Mr. Wegner
offers compelling analysis of the USPTO backlog issue and how deferred examination can mitigate it. [Cite to
paper, if possible.]
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claimed by the deferred patent applicant, then the third party retains a legal intervening right to
practice that late-claimed invention. Rather than extending back to the patent’s priority date, the
patentee’s monopoly would only extend back to the date that the late claim was added or
amended.

Such legal intervening rights will not discourage applicants from using the deferral period, just
as publication and equitable intervening rights have not discouraged applicants from filing patent
applications or seeking reissue or reexarnination.

No Extension of Patent Term

IBM’s approach to deferred examination does not extend the inventor’s patent monopoly. The
act of deferring examination of a patent application would not enable the applicant to seck a
patent term adjustment. As with other applications, the patent term would be 20 years from the
priority date.

Faster Processing for Non-Deferred Applications

Deferred examination does not sfow down an eager inventor. Deferred examination procedures
are under the applicant’s control. The applicant may request examination at any time. In fact,

examination, since there will be fewcr applications in the queue ahead of them.

New Business Opportunities for Patent Bar

We understand the concemns raiscd by members of the patent bar that some of their clients -
particularly those outside of the United States who are already accustomed to deferring
examination — may be quick to take advantage of deferring examination in the United States.
Rather than fear lost income from applications that will be abandoned without examination, we
believe that embracing dcferred examination as a best practice in the best interests of the client
can provide opportunities for new forins of client work. For example, the issuance of search
reports before examination will require patent attorneys to review the cited art and counsel their
clients on its impact. Moreover, clients will nced guidance throughout the deferral period to
choose the best times to proceed with the search, the examination, or to allow abandonment of a
case. And clients will need guidance regarding the advisability of triggering examination of
others’ deferred applications.

Conclusion

Deferred examination is straightforward to implement. It is a best practice aimed at improving
government efficiency by creating incentives for those in the best position to determine what
work is important — patent applicants — to direct the government’s resources at that work. It will
save substantial USPTO resource, ease patent application pendency, and improve patent quality.
All of these effects will enure to the benefit of the USPTO, patent applicants, and the public.

The time has come to move beyond the patent-politics of the past, and adopt a balanced approach
to deferred examination.
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Steven Bennett is an IP Attorney at International Business Machines Corp. David Kappos is VP
and Assistant General Counsel, IP Law & Strategy at International Business Machines Corp.
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Seeking a Balanced Approach to Inequitable Conduct Reform

Patents should be granted only for inventions that are new and nonobvious. The best way
to achieve this goal is to ensure that examiners have access to the most pertinent prior art.
Applicants’ role in this effort is realized through the duty to disclose relevant information
to the PTO. The inequitable conduct doctrine, in turn, is designed to enforce this duty,
and more generally to ensure that applicants are candid in dealing with the PTO.
Unfortunately, uncertainty in the scope and application of the doctrine has led to major
concern on the part of patent applicants.

The defense of inequitable conduct is vastly overused. Uncertainty rcgarding its
requirements provides anyone infringing a patent a potentially viable defense that could
result in unenforceability of an entire patent family. An infringer who can not assert that
the invention is unpatcntable, or that he invented it first, or that he is not infringing, can
nevertheless raise inequitable conduet as a defense and if successful, render all claims
unenforceable against himself and any other infringer. Even if the defense fails, it is so
easy to make the assertion that significant timme, effort and cost are wasted. The resulting
high frequency of assertion, and harsh consequences of success, have the confounding
result of making applicants fear open communication with the USPTO during
prosecution.

What the US patent system needs is a mote balanced inequitable conduct doctrine, that
encourages full disclosure and candor from applicants, but does not impose undue
penalties for unintentional wrongs, and whose requirements are clear and easy to follow.
We support a solution, proposed below, that would not substantially abolish or hamstring
the inequitable conduct doctrine. We believe there should be strong consequences for
those who intentionally mislead the PTO in order to secure a 20 year monopoly.
Inequitable conduct is an important tool to ensure applicants and their representatives
conduct themselves in front of the PTO with the highest level of candor. The proposal
below is designed 1o achieve that goal, while at the same time bringing clarity and
faimess to the doctrine, and reducing spurious charges by infringers.

Proposal:

1) Clarify, (perhaps by statute), that inequitable conduct must be established by "clear
and convincing evidence”.

2) Require evidence of intent separate, apart, and beyond the materiality of the
information that was allegedly withheld or misrepresented. Relying on materiality as
primary proof of intent is one of the root causes of overuse of the inequitable conduct
defense, since it effectively collapses the two inquiries. Under current law, a patentee
may be made subject to the severe consequences of a finding of inequitable conduct,
including forfeiture of the ability to enforce a patent (and perhaps related patents) without
separate proof of specific intent. Some lower level of mens rea is all that is required if
the information is sufficiently material. Following the Federal Circuit’s logic in Seagate,
a standard such as “objective recklessness” could be set as the minimum requirement, to
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be shown without reference to the materiality of the information alleged to be withheld or
misrepresented.

2a) Those asserting the defense should be required to plead it with particularity (FRCP
9(b)) as would be required for common law fraud. [note from MU —~CAFC recognizes IC
as broader than fraud, but I would still suggest the rule 9(b) limitation]

3) Require the loser of the inequitable conduct defense to pay all costs *and fees* ?? of
the other party for the entire litigation. This is financially harsh, but it will drive both the
patentee and the allcged infringer to think very carefully about litigating all but the
closest inequitable conduct issues.

3a) An alternative would be to require payment of fees attributable to the inequitable
conduct defense. Another possible alternative would be to require payment of all or
partial fees where the court determines that the incquitable conduct assertion was
frivolous.

4) Establish a presumption, which must be overcome by the party asserting the
incquitable conduct defense, that unless a claim has been found invalid/unpatentable
based on the information alleged to have been intentionally withheld from or
misrepresented to the PTQ, there is no inequitable conduct. This point addresses the
much-discussed "but-for" test, by using a presumption instead of a rigid rule. [Note that
the test can also be halanced by giving the accused infringer the advantage of the
presumption of intent in the case where the claim is found invalid/unpatentable over the
un-disclosed information. MU — suggest deleting this last part. If inequitable conduct can
result in unenforceability of the entire patent or a family, then this kind of
“supermateriality” as to one claim is promoted to substitute for intent contrary to the
above discussion about separating the inquiries]

5) Require that the defense of incquitable conduct cannot be plead until after validity and
infringement have been determined. [MU — do you mean tried? Or is the idea here to
wait for discovery as well? Seems burdensome]

6) Allow judges discretion in determining the penalty for inequitable conduct, from
applying unenforceability to only those claim(s) to which the inequitable conduct applied
to finding the whole patent or related patents unenforceable. Could also limit the penalty
to requiring monetary damages in lieu of an injunction.

The optimal inequitable conduct doctrine is not one that patent holders would choose, or
one that accused-infringers would choose, it is the one that is best for the public and the
patent system. Finding this optimal doctrine implicates a delicate balancing process that
is best pursued by adjusting a bit at a time until you achieve the sought-after equipoise.
As such, it is likely most beneficial to implement one or two of the above changes, and
measure over several years the impact on the incquitable conduct defense. Subsequent
adjustments could then be made as needed.
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The Role of the Courts

Aspects of inequitable conduct reform outlined above can readily be advanced through
the courts: requiring independent evidence of intent; some aspects of cost/fee shifting;
establishment and application of presumptions; and pleading order [order of addressing
issues at trial?]. As to fee shifting, we would simply suggest more aggressive application
of courts’ existing power to impose fees on losing parties. Historically the courts have
been very reluctant to assess fees against losers in patent litigation. But there is nothing
preventing the courts from exercising the discretion currently available to them to do so.
A positive examplc can be found in the recent Disney cell-phone camera case, where the
court imposed sanctions against a patentee who asserted frivolous claims. We need
courts to apply that same thinking in handling abusive claims of inequitable conduct.

The Role of the PTO

The PTO can and should play a role in addressing problems associated with inequitable
conduct. The Office should add guidance in the MPEP and 37 CFR that it will presume
that applicants are in compliance with the duty of disclosure, where applicants assist
examiners by answering 105 requests and similar qucstions. A similar presumption could
apply where applicants provide assistance above and beyond what is required, such as
providing names of experts examiners can contact for additional information, or consent
for their application to enter the Peer to Patent program that allows public review and
comment. The PTO should train examiners to thank applicants on the record when
applicants supply helpful information. If an applicant complied with such PTO
requirements, or provided information beyond what was required, that could be
persuasive to a jury and thus prevent an abusive inequitable conduct defense from
succeeding or perhaps from being asserted at all. Also, the BOPA and
reexamination/reissue examiners should be trained/instructed to comment positively in
cases where applicants helpfully respond to Office requests. A patent that
issues/reissues/gets a reexamination certificate with supportive Office comments in the
record should be well-insulated against a spurious inequitable conduct charge. While we
all know the PTO's regulations and statements in this regard are not binding on the courts,
we believe they carry substantial weight in an area of PTO expertise like this one, and
would do much to rebuild a respect-based relationship between the PTO and the applicant
community.
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Viewpoint March 28. 2007, 12:00AM EST text size: TT

It's Time for Patent Reform

Companies should focus on better ideas and work with Congress and the U.S.
Patent & Trademark Office to fix the system

by David Kappos

If you follow the headlines, you may already know that the U.S. Supreme Court
will rule shortly in a case that's likely to have big implications for everyone
affected by patents. At issue in the case is whether an idea is too obvious to be
patented. This may seem esoteric, but intellectual-property issues are striking
closer to home for many people and point to the need for patent reform.

For instance, Rescarch In Motion's (RIMM) BlackBerry service was in jeopardy
of being shuttered last year until a patent dispute was settled out of court. A case
involving Apple (AAPL) iPods was similarly settled. And with a record-setting
award in a patent case involving MP3 files, it's safe to say that intellectual
property now has the attention of many.

These types of issues and crises arc finally being addressed by the Supreme Court,

Congress, the U.8. Patent & Trademark Office (USPTO)}—even the private sector.

Overprotection

To be successful, we need to restore a balanced approach that doesn't over- or
under-protect the rights of patent holders. For instance, we currently overprotect
by allowing patents on business methodologies that have no technical
underpinnings. We publish patent applications, but then limit feedback that can be
provided to the USPTO by experts from the public. This feedback could be
invaluable in identifying cases where a patent may not be warranted.

The threat of lavish patent infringement awards can have a chilling effect, too. For
example, patent award damages are often ratcheted up if the courts find the
infringer to have intentionally ignored existing patent protections. So the system
actually rewards those who haven't checked to see whether a patent already exists.
Rules that lead companies to place blinders on their developers is a startling sign
that patent law has lost touch with the concept of teaching the public about new
inventions, which is, after all, the reason for granting patents.

Innovation Stifled

Then there's the matter of under-protecting patents. Even as the threat of penalty
prompts some companies to rush the application process, some inventors may be
slow to seek legal protection for ideas. That's because unlike other countries, the
U.S. gives precedence to those who are first to invent, but not necessarily the first
to file a patent application. That opens the door to disputes between a patent
holder and a party that can argue it came up with the idea first—even if it hasn't
yet applied for a patent.

Also, the sheer volume of patent filings makes it impossible for the USPTO to
review patent applications in a timely fashion. All of this creates uncertainty,
which is harmful to innovation and the economy.
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And intellectual property is a big contributor to the economy: U.S. intellectual
property is worth $5 trillion to $5.5 trillion, say economists Kevin Hassett and
Robert Shapiro. That's more than the gross domestic product of any other country.

Congress Must Get Involved

Ned Davis Research found that 80% of the value of Standard & Poor's 500-stock
index companies now comes from intangible value. And according to the U.S.
Commerce Dept., American intellectual property comprises more than half of all
U.S. exports, driving approximately 40% of the country's growth.

Given the stakes, it should be no surprise that the Supreme Court has accepted
seven palent cases in the past two years—far more than in recent memory. The
cases focus on issues involving shutting down suspected patent infringers,
extending U.S. patent law overseas, and determining what kinds, and
combinations, of ideas can be protected by patents.

But the courts merely interpret the legal equivalent of radiological charts; it is
Congress that actually performs the surgery. And Congress does appear ready to
operate, contemplating the most sweeping patent reforms in 50 years. Among
other improvements, these reforms would require a systematic approach for
assigning realistic values to infringed patents and provide a new way for parties to
reassess a granted patent's validity without a lawsuit.

A Classic Arbitrage

While the USPTO is dependent on Congress to establish the patent laws, it has
already started making internal improvements. This spring it is experimenting
with a program that will enable expert volunteers, including those from IBM
(IBM), to provide feedback to patent cxaminers on selected patent applications.
Better and more efficient patent examination will improve patent quality by
reducing the issuance of overbroad patents.

By bringing 21st-century knowhow to a 200-year-old institution, the USPTO is
performing a classic arbitrage: pairing those who have expertise, motivation, and
access to information with those who need it but lack the resources to gencrate it.
The private sector i1s beginning to voluntarily help in other ways, too. For example,
when IBM, the top holder of U.S. patents, seeks patents for business methods, it
aims to do so only for those methods underpinned by deep technical content. Pure
business methods can be difficult to examine and tempt some to seek patents of
questionable merit.

A Role for Small Biz

IBM also is encouraging other patent practitioners to follow its lead with a sort of
voluntary, corporate Hippocratic Oath that would institutionalize innovation-
friendly patenting behavior. For instance, if more companies focused on ideas of
higher technical quality, were transparent about which patents they owned or were
applying for, helped review public patent filings, and permitted others to
comment on their own pending patents, the likelihood of legal controversy would
be reduced.

Small businesses also can play a role. There is a sense that for them, especially,
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the system has become too complex and expensive. Some smaller businesses have
fallen prone to patent pawn shops, which buy patents cheap, only to resell or
license those patents at disproportionate profits. If we are going to have
meaningful patent reform, we need to give small businesses a voice. An online
brainstorming forum this spring for small businesses might be a step in the right
direction.

Consensus must underpin action. For while the Supreme Court can adjudicate,
Congress legislate, and the USPTO and private sector innovate, we won't have
broad progress until all parties work with one another, with the right balance,
moderation, and the greater good at heart.

Kappos is an IBM vice-president and assistant general counsel for intellectual-
property law
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IP Law and Business

1 April 2007

Point Of View: We Must Stop The Race To The Bottom; Column; The man in
charge of managing IBM's intellectual property suggests that corporatiens need to
police their own aggressive patent moves,

David Kappos

David Kappos is IBM's vice president and assistant general counsel~intellectnal property
law.

We've reached a tipping point in grappling with our patent system. It's a system that now
deals with a world in which ideas, numbers on a screen, slivers of silicon, or microscopic
matter, can be more valuable than a factory, farm, or oil well.

In fact, ideas have becomc a competitive advantage, a currency of their own. U.S.
intellectual property is worth $5-5.5 trillion, more than the gross domestic product of any
other country, according to American Enterprise Institute economist Kevin Hassett and
Clinton administration economist Robert Shapiro.

Given the stakes, it should be no surprise that in the last 18 months the U.S. Supreme
Court has accepted more patent cases for review than in recent memory. Patent
legislation is on the congressional agenda, too, with reforms being contemplated that
could be the most sweeping in 50 ycars.

Why all the interest? Simple: Courts are clogged with patent infringement disputes of
questionable merit, and untold millions are being spent on litigating and settling those
cases in and out of court. The threat of litigation is frightening people away from
participating in our innovation-based economy.

The impact of patent litigation is creeping closer to products and services near and dear to
our hearts and wallets. For instance, if Research In Motion hadn't settled a lawsuit, a
threatened shutdown of its BlackBerry text and phone service might have slowed
commerce noticeably. And if Apple hadn't settled a suit over its iPods, there might have
been a lot of grumpy people suffering symptoms of music withdrawal.

Of course, there are legitimate patent infringement claims. Patents are one way that
individuals and enterprises are encouraged to invest in research and development. But
with all the specious attacks, it's increasingly difficult to separate the good, the bad, and
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the ugly of patent litigation. What's more, due to the huge caseload of complex patent
applications, it can now take three to five yecars for a patent to be approved.

That's why last year International Business Machines Corp. hosted a virtual
conversation on the Web, in which 50 of the finest minds in industry, academia,
government, technology and economics mulled over the patent crisis. This thoughtful,
eight-week discussion showed that there was no panacea, but there are many actions that,
collectively, can start to make a difference.

One of the many intriguing suggestions revolved around the notion of personal
responsibility for behavior in acquiring patents—that private industry can do more than
just wait for the Patent and Trademark Office (PTO) to improve the patent application
process, for the courts to rule, or for Congress to legislate.

I belicve it's time for a commitment above and beyond the PTO's Code of Professional
Responsibility, which sets out only minimums of ethical behavior for those practicing
before the PTO.

The rationale: As more companies involved in the creation, management, and sale of
intellectual property take the pledge for a code of conduct, there wall be calls for others to
"certify” that they are behaving with integrity in their acquisition and handling of patents
(a kind of self-service version of the Underwriters Laboratories and Good Housekeeping
seals).

It's a little like holding the door open for someone, helping an athletic competitor in
distress, or being extra courteous while driving. Goodwill begets goodwill.

The experts who discussed this issue in cyberspace concluded that in the intcllectual
property marketplace, good behavior frequently comes down to submitting "quality™
patent applications. Among other things, that means due diligence to ensure that no one
else has alrcady patented your idea, and that your idea is not "obvious.”

IBM will help the PTO in this regard, in pioneering a pilot program to begin this spring.
Some of our engineers will review patent applications, and bring applicable prior art with
explanatory comments to the attention of patent examiners. IBM will also allow the
public to review and comment on many of our own patent applications. This level of
review will help PTO examiners complete their work more effectively and expeditiously.
In addition, IBM, members of the open source community, and the PTO have been
collaborating to improve the quality of patents—especially software patents—by making
it easier for patent examiners and others to access eleetronically published source code
and its related documentation. The source code and documentation are potential sources
of prior art that can be used during the examination process. The project is known as the
"QOpen Source as Prior Art."

As the recipient of the most U.S. patents for each of the past 14 years, IBM has the depth
and skill to volunteer our efforts. But many others do, too, and should similarly offer their
expertise.

When it comes to intellectual property, notions of "quality" are intertwined with
transparency. This means that it should be clear who owns a patent application or patent.
That may seem like a no-brainer, but some applicants and patentees intentionally conceal
their ownership, or are vague about the scope of their patents, making it impossible for
others to determine whether they might infringe. What if homeowners concealed their
ownership records in the hopes of suing a trespasser? Not very neighborly.

Finally, quality patents should be limited to those with technical merit. To that end, IBM
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is reducing the number of patent applications it files that pertain to business methods, and
will focus instead on inventions underpinned by compelling technical content. We
encourage others to do the same.

The fact is that the intellectual property community can do better; it can take more
responsibility for its actions. After all, the PTO doesn't submit applications of poor
quality or employ questionable intellectual property practice—patent applicants and
patent holders do. And neither Congress nor the judiciary can legislate or adjudicate
innovation and ethics.

That starts with you and me.

David Kappos is IBM's vice president and assistant general counsel-intellectual property
law.
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A Technological Contribution Requirement for
Patentable Subject Matter:
Supreme Court Precedent and Policy

By David J. Kappos,” John R. Thomas" & Randall J, Bluestone™*

Throughout U.S. history, the constitutional and statutory standard for patent
eligible subject mafter has been sufficiently flexible to adapt to new technological
innovations. For example, during the Industrial Revolution, the Supreme Court in
Cochrane v. Deener' held that an improved method for manufacturing flour was
patentable. At the dawn of the Information Age, the Supreme Court held that a claim
directed to a chemical process which included a programmed digital computer was
patentable,” and the Court's decision in Diamond v. Chakrabarty,’ which approvcd the
patenting of a new life form, a microbe capable of digesting petrochemicals, has been
credited with advancing the modern era of biotechnology.

As a gencral matter, a robust notion of patentable subject matter best serves the
United States in the twenty-first century. Within our innovation-driven economy, diverse
industries have contributed numerous technical advances that are unquestionably suitable
for patenting. The U.S. Patent and Trademark Office (USPTQ) has, for example,
appropriately awarded patents in the pharmaccutical, biotechnology, computer/
electronics, biomedical, financial, mechanical and other important ficlds.

Since the Supreme Court last decided an issue of patent eligibility, however,
certain decisions of the Court of Appeals for the Federal Circuit have broadcned the
scope of subject matter deemed eligible for patenting, particularly in the area of business
methods. Under the standard currently followed by the Federal Circuit, an invention is
eligible for patenting if it merely achieves “a useful, concrete, and tangible result.”® This
lenient standard has converted the patent eligibility inquiry into an “end justifies the
means™ approach, resulting in patents arising from a diverse range of human behavior
traditionally outside the realm of patent protection. Areas of endeavor deemed patentable
under this lenient standard include, economic analyses,® artistic techniques,’ athletic

* Vice President and Assistant General Counsel Intellectual Property Law, IBM. [ acknowledge with
gratitude the assistance of Paik Saber, Assistant General Counsel, Intellectual Property Law, IBM Asia
Pacific, and Christopher A. Hughes, Partner Cadwalader, Wickersham & Taft LLP.

** Professor of Law, Georgetown University.

™" Intellectual Property Law Attorney, IBM.

' Cochrane v. Deener, 94 U.S. 780, 781, 791 (1877).

* Diamond v. Diehr, 450 U.S. 175, 191-93 (1981).

? Diamond v. Chakrabarty, 447 U.S. 303, 318 (1980).

* Diehr, 450 U.S. at 191-93.

S State St. Bank & Trust Co. v. Signature Fin. Group, Ine., 149 F.3d 1368, 1373 (Fed. Cir. 1998).

¢ Method for Simultaneously Improving Educ., Econ., Ecological, Envil., & Other Processes Vital to
Conmtys., U.S. Pat. No. 7,260,559 (filed Feb. 25, 2003).

7 Painting Kit & Related Method, U.S. Pat. No. 6,213,778 (filed Dec. 14, 1999) (a method of painting a
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skills,® and abstract methods of doing business.” As one Federal Circuit jurist remarked,
under that court’s case law, “virtually anything is patentable.”*

The Federal Circuit’s permissive patentability standard stands at odds with the
Constitution and the Supreme Court’s consistent statements that an invention must
contribute to the “Progress of [the] . . . useful Arts” in order to be eligible for patenting.
In that constitutional context, patentable advances must be tied to 2 particular machine or
apparatus, or alternatively, must reside in the physical transformation of an article to a
“different state or thing.”'' Although a more recent Federal Circuit opinion has
recognized that “the usc of human intelligence in and of itself” is not patentable even
where a practical result is achieved," the Federal Circuit continues to hold that inventions
that do not produce technologically useful results may be patented.” This standard fails
to apply an important constraint upon the patent system without any doctrinal
justification or alternative tempering principle.

This article makes the case that the techuological contribution requirement for
patentable subject matter should be restored. In Part 1, this article reviews the cxtensive
body of Supreme Court precedent governing patent eligibility. From this body of case
law, we assert that the gravamen of the Supreme Court’s precedent is that subject matter
patentability is restricted to inventions that involve tcchnological contributions, namely,
tangible products or processes that are either (i) tied to a particular machine or apparatus
or (ii) cause transformation or reduction of an article to a differcnt state or thing, and in
either instance produce technologically beneficial results.

Part I of this article considers conflicting developments at the Federal Circuit. In
State Street Bank™ and other opinions, the Federal Circuit has equated patentability to

mere usefulness. This lenient “end justifics thc means™ standard rcnders alt human .

endeavors subject to patenting. Although the recently issued panel decisions In re
Comiskey® and In re Nuijten' have attempted to define some important restrictions upon
the lenient patentability standard that was first articulated in State Street Bank, these
decisions continuc to allow patents to be granted on inventions that do not produce
technologically useful results. Part I further explains how the Federal Circuit
accomplished its shift in patent policy without any evidence suggesting that incentives
are needed for innovation with respect to abstract business methods and other non-
technological innovations, and without due consideration of the impact of such a shift
upon the economy.

In Part I1I, this article asserts that the long-standing principles governing subject
matter eligible for patcnting should be maintained. Although no persvasive justification
prompted the abrupt allowance, indecd cxplosion, of patents for business methods, the

surface using the posterior of an infant).

® Method of Putting, U.S. Pat. No. 5,616,089 (filed Mar. 29, 1996).

? Strategic Capability Networks, U.S. Pat. No. 6,249,768 (filed Oct. 29, 1998).

** Hughes Aircraft Co. v. United States, 148 F.3d 1385, 1385 (Fed. Cir. 1998) (Clevenger, 1., dissenting)
(citing State St., 149 F.3d 1368).

' See Gottschalk v. Benson, 409 U.S. 63, 70-71 (1972).

2 In re Comiskey, 499 F.3d 1365, 1378 (Fed. Cir. 2007).

D 1d at 1379-80.

" State St. Bank & Trust Co, v. Signature Fin. Group, Inc., 149 F.3d 1368 (Fed Cir. 1998).

" In re Comiskey, 499 F.3d at 1365.

' In re Nuijten, 500 F.3d 1346 (Fed. Cir. 2007).
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breadth of coverage of such patents has raised important concerns. Among them are
concerns that such patents are not restricted to a specific technological contribution, and
therefore, may effectively appropriate alt conceivable solutions to a particular problem.
Such an overbroad monopoly thwarts progress of the useful arts by precluding legitimate
attempts to design around a patent and by providing unjustified rewards beyond the
contribution of the inventor. Part IV of this article concludes that, consistent with
Supreme Court precedent on patent eligibility, a technological contribution should be
required for subject matter patentability.

1.  THE CONSTITUTION AND THE SUPREME COURT’S PRECEDENT ESTABLISH LIMITS UPON
THE SUBJECT MATTER ELIGIBLE FOR PATENTING

A. Formative Principles

The Constitution speaks to the sorts of inventions that are appropriately patented.
It provides:

The Congress shall have Power . . . To promote the Progress of Science and
useful Arts, by securing for limited Times to Authors and Inventors the exclusive
Right to their respective Writings and Discoveries.”

Historical context confirms that the Constitution restricts the scope of patent
eligible subject matter. For example, the English Statute of Monopolies of 1623, upon
which the U.S. patent system is largely based, provided an exception to the general
prohibition against monopolies by granting a “privilege for the term of fourteen years or
under [for] the sole working or making any manner of new manufactures . . . to the . . .
inventor . ... ”'® Notably, that Statute eliminated commercial practices from the scope of
patentable exclusivity:

[Tlhose who formulated the Constitution were familiar with the long struggle
over monopolies so prominent in English history, where exclusive rights to
engage even in ordinary business activities were granted so frequently by the
Crown for the financial benefits accruing to the Crown only. It was desired that
in this country any Government grant of a monopoly for even a limited time
should be limited to those things which serve in the promotion of science and the
useful ars.”

Contemporaneous use of the term “useful arts™ by the Founding Fathers further confirms
that patent eligible subject matter was limited to technological or industrial innovations.
The term “useful arts” was used in the context of the production of goods and the
industrial, mechanical, and manual arts by a delegate to that Convention just days before

U8, CONST. art. I, § 8, cl. 8. See also THE FEDERALIST No. 43, at 294 (James Madison) (M. Walter
Dunne ed., 1901) (“The right to usefu inventions . . . belong[s] to the inventors.”),

'® Statute of Monopolies, 1623, 21 Jac. 1, ¢.3 (Eng.), reprinted in 9 DONALD S. CHISUM, CHISUM ON
PATENTS, App. 8-3 (2005).

I re Yuan, 188 F.2d 377, 380 (C.C.P.A. 1951} (emphasis added).
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the Constitutional Convention of 1787.®° Likewise, Alexander Hamilton praised the
patent system as a way of encouraging manufacturing industries and “[inventions] which
relate to machinery” in the United States.”!

Consistent with the constitutional foundation, the current patent statute, 35 U.S.C.
§ 101, provides:

Whoever invents or discovers any new and useful process, machine,
manufacture, or composition of matter, or any new and useful improvement
thereof, may obtain a patent therefor, subject to the conditions and requirements
of this title.

The Supreme Court has long held that the first three categories enumerated in § 101 —
machines, manufactures and compositions of matter — refer to physical products. The
Supreme Court has defined the term “machine” in § 101 to mean “a concrete thing,
consisting of parts, or of certain devices and combination of devices.”” The term
“manufacture” in § 101 means “the production of articles for use from raw or prepared
materials by giving to these materials new forms, qualities, propertics, or combinations,
whether by hand-labor or by machinery;”” and the phrase “composition of mattct” has
been defined to mean “all compositions of two or more substances and . . . all composite
articles, whether they be the results of chemical union, or of mechanical mixture, or
whether they be gases, fluids, powders or solids.”*

The fourth § 101 category, “process”, is defined in the patent statute as: “process,
art or method, and includes a new use of a known process, machine, manufacture,
composition of matter, or material.”?*

Although the meanings of the terms “process, art or method™ are broad on their
face, the Supreme Court’s precedent “forecloses a purely literal reading of § 101, In

2 The delegate gave examples of the “useful arts™:

Under all the disadvantages which have attended manufactures and the useful aris, it
must afford the most comfortable reflection to every patriotic mind to observe their
progress in the United States and particularly in Pennsylvania. . . . Permit me however to
mention them undcr their general heads: meal of all kinds, ships and boats, malt and
distilled liquors, potash, gunpowder, cordage, loaf-sugar, pasteboard, cards and paper of
every kind., books in various languages, snuff, obacco, starch, cannom, musquets,
anchors, nails, and very many other articles of iron, bricks, tiles, potters ware, mili-
stones, and other stone work, cabinet work, trunks and Windsor chairs, carmages and
harness of all kinds . . ..

TENCH COXE, AN ADDRESS 1O AN ASSEMBLY OF THE FRIENDS OF AMERICAN MANUFACTURES, 17-18
(Phitadelphia, R. Aitkin & Son 1787) (emphasis added); see alse JOSEPH BARNES, TREATISE ON THE
JUSTICE, POLICY, AND UTILITY OF ESTABLISHING AN EFFECTUAL SYSTEM FOR PROMOTING THE PROGRESS
OF USEFUL ARTS 4 (Francis Bailey 1792) (Patentable invention “consists in discoveries in science, and
the useful arts; by means of which agriculture, navigation, manufactures, and manual labor are, not only
facilitated, but much promoted; and, indeed, to these they owe their present state of perfection.”),

2! ALEXANDER HAMILTON, THE REPORTS OF ALEXANDER HAMILTON: REPORT ON MANUFACTURES (Det
5, 1791) 115-16, 175-76 (Jacob L. Cooke ed., Harper & Row 1964).

* Burr v. Duryee, 68 U.S. (1 Wall.) 531, 570 (1864).

 Diamond v. Chakrabarty, 447 U.S. 303, 308 (1980).

2y

235 U.5.C. § 100(b) (2006).

2 parker v, Flook, 437 U.S. 584, 589 (1978); see afso Diamond v. Diehr, 450 U.S. 175, 183 (1981) (“A
process is 2 mode of treatment of certain materials to produce a given resuit. It 1s an act, or a series of acts,
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particular, the Supreme Court has consistently distinguished between concrete, specific
and technologically-grounded aspects of innovative contributions, which are protectable
via the patent system, from underlying abstract or general principles, which are not.

In an early landmark decision regarding patentable subject matter, O Reilly v.
Morse,” the Supreme Court revoked Morse’s 8th claim, which recited:

I do not propose to limit myself to the specific machinery or pasts of machinery
described in the foregoing specification and claims; the essence of my invention
being the use of the motive power of the electric or galvanic current, which 1 call
electro-magnetism, however developed for marking or printing intelligible
characters, signs, or letters, at any distances, being a new application of that
power of which I claim to be the first inventor or discoverer.?®

The Suprcme Court reasoned that the claim was “not warranted by law” because it would
protect, and thereby prevent use of, all conceivable solutions to accomplish the recited
result.””

If this claim can be maintained, it matters not by what process or machinery the
result is accomplished. For aught that we now know some future inventor, in the
onward march of science, may discover a mode of writing or printing at a
distance by means of the electric or galvanic current, without using any part of
the process or combination set forth in the plaintiff’s specification. . .. But yet if
it is covered by this patent the inventor could not usc it, nor the public have the
benefit of it without the permission of this patentee.™

The Court explained that Morse was only entitled to a patent for the method of
using electro-magnetism to print marks or signs at a distance that he actually invented:
*he has not discovered that the electromagnetic current, used as a motive power, in any
other method, and with any other combination, will do as well.”*}

Twenty years later, in Rubber-Tip Pencil Co. v. Howard,” the Supreme Court
invalidated a claim reciting a rubber craser having a hole to accept a pencil. The Court
acknowledged that the idea of a pencil combined with a rubber eraser was a good one,
but considered that its implementation so readily followed from the idea that it could not
be patented. In striking down the patent, thc Court explained that “an idea of itself is not
patentable, but a ncw device by which it may be made practically uscful is.”**

Q’Reilly and Rubber-Tip Pencil are bedrock cases for determining patent
eligibility. Both opinions confirm that the patent system does not protect all types of
processes nor does it protect abstract ideas. These cases also reinforce the important
policy goal of maintaining “basic tools of scientific and technological work™ within the

performed upon the subject-matter to be transformed and reduced to a different state or thing.™).
¥ O’Reully v. Morse, 56 U.S. (15 How.) 62, 113 (1854).
* Id at 112 (emphasis added).
®Id at 113,
°Id at 112-13.
*' Id at 117 (emphasis added).
2 Rubber-Tip Pencil Co. v. Howard, 87 U.S. (20 Wall.) 498 (1874).
3 Id at 507.
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public domain.** O’Reilly in particular makcs it clear that process patents should not be

allowed to appropriate all solutions to a problem. The Supreme Court has consistently
applied the fundamental principles announced in O’Reilly and Rubber-Tip Pencil in the
intervening ycars.

B. Modern Supreme Court Cases

Notably, in a trilogy of cases decided at the dawn of the Information Age, the
Supreme Court considered computer-related inventions and confirmed its carly precedent
as applied to new fields of endeavor. In Gottschalk v. Benson,” the Court considered
whether a claimed “method for converting binary-coded decimal (BCD) numerals into
pure binary numerals” was eligible for patenting. The Court observed that the claimed
method was not limited to any particular apparatus, context, or usc. Rather, the claims
“purported to cover any use of the claimed method in a general-purpose digital computer
of any type.”™

The Gottschalk Court concluded that the claimed method was not patentable.”’
Much as “one may not patent an idea,” the Supreme Court explained, one may not patent
the “formula for converting BCD numerals to pure binary numerals.”*® Observing that
“the mathematical formula involved here has no substantial practical application except
in connection with a digital computer,” the Court explained that an issued patent
including the claims-at-issuc “would wholly pre-empt the mathematical formula and in
practical effect would be a patent on the algorithm itself.”* In reaching its decision, the
Supreme Court acknowledged that the “[t]ransformation and reduction of an article ‘to a
different state or thing’ is the clue to the patentability of a process claim that does not
include particular machines.”*

Parker v. Flook, the second case, involved claims drawn to a method for computing
an “alarm limit” on any process variable involved in the catalytic chemical conversion of
hydrocarbons.””  When a process variable, such as temperature, pressure, or flow rate,
exceeded a predetermined “alarm limit,” an alarm signaled “an abnormal condition
indicating either inefficicncy or perhaps danger.” The only differcnce between the
claimed method and conventional methods was the mathematical algorithm or formula
used to calculate the alarm limit.**

The Supreme Court held that the claim was ineligible for patenting becausc it
simply provided a formula for computing an updated alarm limit.* The applieation did
not explain how to “select the appropriate margin of safety, the weighing factor, or any

3% See Gottschalk v. Benson, 409 U.S. 63, 67 (1972).

¥ 1d at64.

36 ]d

7 Id at 71-73.

B d at71.

P Id at71-72.

# Gottschalk v. Benson, 409 U.S. 63, 70 (1972). See, e.g , Expanded Metal Co. v. Bradford, 214 U.S.
366, 385-86 (1909) (sustaining a patent on a process for expanding metal that involved mechanical
operations).

! Parker v. Flook, 437 U.S. 584, 585 (1978).

42 ld

“ Id, at 585-86.

“ I1d. at 594-96.
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other variables. . . . Nor [did] it . . . contain any disclosure relating to the chemical
processes at work, the monitoring of process variables, or the means of setting off an
alarm or adjusting an alarm system.”*’

In accordance with the Gottschalk decision, the Supreme Court in Parker
confirmed that a process does not automatically fall within the patentable subject matter
of § 101 merely because a process implements a principle or mathematical formula in
some specific fashion.** To permit otherwise “would make the determination of
patcntable subject matter depend simply on the draftsman’s art and would ill serve the
principles underlying the prohibition against patents for ‘ideas’ or phenomena of
nature.”” Justice Stevens took pains to note that the “rule that the discovery of a law of
nature cannot be patented rests, not on the notion that natural phenomena are not
processes, but rather on the more fundamental understanding that they are not the kind of
‘discoveries’ that the statute was enacted to protect.™® Justice Stevens further explained
that an inventive application of a mathematical formula, principle or phenomenon of
nature may be patented, but only if “there is some other inventive concept in its
application.”™**

The Court further explained that “post-solution activity” — the adjustment of the
alarm limit to the figure computed according to the formula — cannot “transform an
unpatentable principle into a patentable process.”® Justice Stevens appreciated that a
skilled patent drafter could “attach some form of post-solution activity to almost any
mathematical formula.”® Yet “the concept of patentable subject matter under § 101 is
not ‘like a nose of wax which may be tumned and twisted in any direction . . ..

In the last case, Diamond v. Diehr, the invention was “a process for molding raw,
uncured synthetic rubber into cured precision products.” According to the patent, the
industry had been unable “to obtain uniformly accurate cures because the temperature of
the molding press could not be precisely measured, thus making it difficuit to . . .
determine cure time.”* To overcome this problem, the method required, among other
things, constantly measuring the actual temperature inside the mold and then
automatically feeding the temperature measurements into a computer that would
repeatedly recalculate the cure time by use of a well-known equation.*

The Supreme Court held the claims to be patentable because “a physical and
chemical process for molding precision synthetic rubber products falls within the § 101
categories of possibly patentable subject matter.”* Here, the “claims werc not directed
to a mathematical algorithm or an improved method of calculation but rather recited an
improved process for molding rubber articles by solving a practical problem which had

* Id at586.

% 1d at 593.

7 parker v. Flook, 437 U.S. 584, 593 (1978).
i

“Id at 594,

0 1d at590.

51 ’d

52 Id (quoting White v. Dunbar, 119 U.S. 47, 51 (1886)).
> Diamond v. Diehr, 450 U.S. 175, 177 (1981).
* id at178.

35 ’d

*Id at 184.
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arisen in the molding of rubber products.””  Justice Rehnquist appreciated that
“[iIndustrial processes such as this [sic] are the types which have historically been
eligible to receive the protection of our patent laws.”*

The Supreme Court further stated that “a claim drawn to subject matter otherwise
statutory does not become nonstatutory simply because it uses a mathematical formula,
computer program, or digital computer.™  Rather, “when a claim containing a
mathematical formula implements or applies that formula in a structure or process which,
when considercd as a whole, is performing a function which the patent laws were
designed to protect {e.g., transforming or reducing an article to a different state or thing),
then the claim satisfies the requirements of § 101.”*" On the other hand, “laws of nature,
natural phenomena, and abstract ideas” are excluded from patent protection.”” Scientific
truths, or the mathematical expression of them, are similarly outside the patent system,
but “a novel and useful structure created with the aid of knowledge of scientific truth may
be [patentable].”*

In these and other relevant patent cases, the Supreme Court has developed several
cogent principles that constrain subject matter patentability:

(1) “Excluded from . .. patent protection are laws of nature, natural phenomena,
and abstract ideas.”®

(2) “A principle, in the abstract, is a fundamental truth; an original cause; a
motive; these cannot be patented, as no one can claim in either of them an
exclusive right.” *

(3) One may not patent an idea.*’

(4) “Phenomena of nature, though just discovered, mental processes, and abstract
intellectual concepts are not patentable, as they are the basic tools of
scientific and technological work.”*®

(5) Mathematical algorithms arc not patentablc.”

(6) One cannot patent all solutions to a problem.*®

(7) “Itis for the discovery or invention of some practical method or means of
producing a beneficial result or effect, that a patent is granted, and not for the
result or effect itself.”®

(8) Insignificant post-solution activity or limiting an abstract idea to one
technological environment will not render an abstract idea patentable.™

7 Id at 181.

* Id at 184,

** Diamond v. Dichr, 450 U.S. 175, 187 (1981).

“1d at 192,

' Id at 185.

Z Id. at 188 (quoting Mackay Radio & Telegraph Co. v. Radio Corp of Am., 306 U.S. 86, 94 (1939)).
Id. at 185.

* Le Roy v. Tatham, 55 U.S. (14 How.) 156, 175 (1852).

5 Gottschalk v. Benson, 409 U.S. 63, 67 (1972) (quoting Rubber-Tip Pencil Co. v. Howard, 87 U.S. (20

Wall.) 498, 507 (1874)).
66 d

¢ See Diamond v. Dichr, 450 U.S. 175, 186 (1981); Parker v. Flook, 437 U.S. 584, 586 (1978);
Gottschalk, 409 U.S. at 71-72.

°* See O’Reilly v. Morse, 56 U.S. (15 How.) 62, 113 (1853).

“* Diehr, 450 U.S. at 182 n.7 (quoting Corning v. Burden, 56 U.S. (15 How.) 252, 267-68 (1853)).
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(9) “A claim covers and secures a process, a machine, a manufacture, a
composition of matter, or a design, but never the function or result of cither,
nor the scientific explanation of their operation.”™”"

Although the Supreme Court has not addressed the issue of patent eligibility in a
generation, its grant of certiorari in Laboratory Corp. of America v. Metabolite Labs.,
Inc. potentially suggests its renewed interest.”” Given that the Federal Circuit decision
under review included no discussion of § 101 whatsoever,” LabCorp was a rather
unlikely candidate for discussion of the statutory subject matter issue. Ultimately this
deficiency contributed to the Supreme Court’s disposition of the case by dismissing the
writ of certiorari as improvidently granted just three months later.™

Metabolite Laboratories is the proprietor of U.S. Patent No. 4,940,658 (°658
patent), which is directed to a method for detecting cobalamin or folate deficiency.
Deficiencies in these vitamins can cause serious illness, but are readily treated via
supplements. Claim 13 of the *658 patent recites:

13. A method of detecting a deficiency of cobalamin or folate in warm-
blooded animals comprising the steps of:

assaying a body fluid for an elcvated level of total homocysteine; and

correlating an elevated level of total homocysteine in said body fluid
with a deficiency of cobalamin or folate.”

It should be apprcciated that physicians have long tested blood for levels of
homocysteine. The patentablc advance of the 658 patent concerns the second,
“correlating” step of claim 13. Arguably, this step merely claims the scientifie discovery
that elevated levels of homocysteine in the blood tend to demonstratc a deficiency in
cobalamin or folate.

Metabolite brought suit against LabCorp for infringement of the ’658 patent,
Metabolite uitimately prevailed, obtaining over two million dollars in damages. On
appeal, the Federal Circuit affirmed the judgment of infringement, in part upholding the
658 patent over LabCorp’s assertions of its failure to satisfy the anticipation,
obviousness, definiteness, written description, and enablcment requirements.” The issue
of statutory subject mattcr was not discussed in any respect within the court of appeals
opinion.

In late 2004, LabCorp petitioned the Supreme Court for a writ of certiorari.” The
Supreme Court responded by requesting the government to file a bricf on one of the
questions posed by LabCorp. As the Supreme Court framed the question:

™ See Diehr, 450 U.S. at 191-92; Parker, 437 U.S. at 590.

" Markman v. Westview Instruments, Inc., 517 U.S. 370, 373 (1996) (emphasis added).

72 Metabolite Labs., Inc. v. Lab. Corp. of Am. Holdings, 370 F.3d 1354 (Fed. Cir. 2004), cert. granted,
546 U.S. 975 (2005), and cert dismissed, 126 U.S. 2921 (2006).

7 Metabolite Labs., Inc. v. Lab. Corp. of Am. Holdings, 370 F 3d 1354 (Fed. Cir. 2004).

™ Lab. Corp. of Am. Holdings v. Metabolite Labs., Inc., 126 $.Ct. 2921 (2006).

5 Id at 2924,

™ Metabolite Labs., Inc. v. Lab. Corp. of Am. Holdings, 370 F.3d 1354, 1365-69 (Fed. Cir. 2004).

™ Metabolite Labs., Inc. v. Lab. Corp. of Am. Holdings, 370 F.3d 1354 (Fed. Cir. 2004), petition for
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Respondent’s patent claims a method for detecting a form of vitamin B
deficiency, which focuses upon a correlation in the human body between
elevated levels of certain amino acids and deficient levels of vitamin B. The
method consists of the following: First, measure the level of the relevant amino
acids using any device, whether the device is, or is not patented; second, notice
whether the amino acid level is elevated and, if so, conclude that a vitamin B
deficiency exists. Is the patent invalid because one cannot patent “laws of nature,
natural phenomenon, and abstract ideas?”™

The Supreme Court subsequently granted certiorari notwithstanding the
government’s conclusion the Court should deciine to revicw the casc. Certiorari was
granted with respect to the following question:

Whether a method patent setting forth an indefinite, undescribed, and non-
enabling step directing a party to “comelat{e]” results can validly claim a
monopoly over a basic scientific relationship used in medical treatment such that
any doctor necessarily infringes the _'gmtem merely by thinking about the
relationship after looking at a test result.’

Although the Supreme Court presided over oral argument in the case, it ultimately
denied the writ of certiorari as improvidently granted.® The strongly worded dissenting
opinion of Justice Breyer (joined by Justices Stevens and Soutcr) remains of significance,
however.®" These three Justices not only believed that the claimed invention was
unpatentable because it recited a phenomenon of nature. They additionally found it an
easy case, no matter what the precise scope of the “phenomenon of nature” doctrine.
Three Justices is, of course, just one short of the number needed to grant certiorari, and
just two short of a majority of the Court. In view of the Court’s renewed interest in the
patent system, an appropriate case may well provoke a grant of certiorari on statutory
subject matter in coming Terms.

C. The Technological Contribution Standard

A comprehensive understanding of subject matter patentability can be deduced
directly from the Supreme Court’s precedent. More specifically, patentable subject
matter is restricted to inventions that involve technological contributions --- namely,
tangible products or processes that either (i) are tied to a particular machine or apparatus
or (ii) cause transformation or reduction of an article to a different state or thing, and in
either instance, produce technologically beneficial results. The long-standing principles
governing subject matter eligible for patenting should be maintained such that, for
example, a method of painting a surface using the posterior of an infant (U.S. Pat. No.
6,213,778) and a method for making jury selection determinations (U.S. Pat. No.

cert filed, 2004 U.S. Briefs 607, (U.S. Nov. 3, 2004) (No. 04-607).
™ Lab. Corp. of Am. Holdings v. Metabolite Labs , Inc., 543 U.S. 1185 (2005).
" Lab. Corp of Am. Holdings v. Metabolite Labs., Inc., 546 U.S. 975 (2005).
:’ Lab. Corp. of Am. Holdings v. Metabolite Labs., Inc., 126 S.Ct. 2921 (2006).
Id
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6,607,389) are not patentable subject matter because they do not produce technologically-
beneficial resuits.

In summarizing the Supreme Court’s existing standard, we recognize that the Court
has used language suggesting that it may not be a definitive rule, but rather more akin to a
presumption.® In the intervening years, however, no situation has been presented to the
Supreme Court to justify an exception to this standard. This test sets forth a reasonable
and balanced standard for subject matter eligibility.

The requirement for technological contribution is also consistent with numerous
cases of the Supreme Court, referring to patents as properly directed toward “technology”
and “technological growth and industrial innovation.”® We have not found any cases
from the Supreme Court that are inconsistent with the technological contribution
requirement. Until recent years, lower courts had also recognized that patenting was
confined to the “technological arts,” a modern term recognized as synonymous with the
phrase “useful arts” as it appears in the Constitution.™

This test is rooted in the constitutional requirement that patents are granted 1o
promote the progress of uscful arts. In historical context, the useful arts required a
technological contribution.  Supreme Court precedent reinforces the need for a
technological contribution for patent eligibility. A fair reading of controlling Supreme
Court cases in the aggregate provides the foundation for the standard that a claim to a
process or method is not patentable unless it either (i) is tied to a particular machine or
apparatus or (ii) causes transformation or reduction of an article to a different state or
thing, and in either instance produces technologically beneficial results.

¥ The Gottschalk Court stated:

It is argued that a process patent must either be tied 1o a particular machine or apparatus
or must operate to change articles or materials to a “different state or thing.” We do not
hold that no process could ever qualify if it did not meet the requirements of our prior
precedents.

Gottschalk v, Benson, 409 U.S 63, 71 (1972) (emphasis added). However, the Supreme Court has not
undertaken to define circumstances where a process outside its precedent would qualify for patent
protection.

® See, e g, Plaff v. Wells, 525 U.S. 55, 63 (1998) (“{T]he patent system represents a carefully crafted
bargain that encourages both the creation and the public disclosure of new and useful advances in
technology, in return for an exclusive monopoly for a limited period of time.”) (emphasis added); Markman
v. Westview Instruments, Inc., 517 U.S. 370, 390 (1996} (“Congress created the Court of Appeals for the
Federal Circuit as an exclusive appellate court for patent cases, H.R. Rep. No. 97-312, pp. 20-23 (1981),
observing that increased uniformity would ‘strengthen the United States patent system in such a way as to
foster technological growth and industrial innovation.”) (emphasis added); Bonito Boats v. Thunder Craft
Boats, Inc., 489 U.S. 141, 150-51 (1989) (same); Diamond v. Diehr, 450 U.S. 175, 184 (1981) (“Industrial
processes . . have historically been eligible to receive the protection of our patent laws.”) {emphasis
added); Gottschalk, 409 U.S. at 64 (*The claims were not limited to any particular art or technology, to any
particular apparatus or machinery, or to any particular end use.”) (emphasis added).

¥ See Diamond v. Chakrabarty, 447 U.S. 303 (1980); In re Bergy, 596 F.2d 952, 959 (C.C.P.A. 1979)
(“We have previously pointed out that the present day equivalent of the term ‘useful arts” employed by the
Founding Fathers is “fechnological arts.”™) (emphasis added), aff'd sub nom., In re Waldbaum, 457 F.2d
997, 1003 (C.C.P.A. 1979); in re Musgrave, 431 F 2d 882, 893 (C.C.P.A. 1970) (“All that 1s necessary, in
our view, to make a sequence of operational steps a statutory ‘process’ witbin 35 U.S.C § 101 is that it be
in the technological arts so as to be in consonance with the Constitutional purpose to promote the progress
of “useful arts.”) (emphasis added).
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. FEDERAL CIRCUIT DECISIONS HAVE APPLIED AN UNJUSTIFIABLY EXPANSIVE
PATENT ELIGIBILITY STANDARD

A specific, and partjcularly troubling, arena where Federal Circuit rulings diverge
from the Supreme Court’s precedent is the eligibility of business methods for patenting.
Historically, methods of doing business were not patentable subject matter and the 1952
Patent Act did not change this principle.® “Although the term ‘process’ was not added to
35 U.S.C. § 101 until 1952, a process [as shaped by the Supreme Court’s precedent] has
historically enjoyed patent protection because it was considered a form of ‘art’ as that
term was uscd in the 1793 Act.”® In an oft-quoted comment, Judge Rich explained that:

Section 101, entitled “Inventions patentable,” enumerates the categories of
inventions subject to patenting. Of course, not every kind of an invention can be
patented. Invaluable though it may be to individuals, the public, and national
defense, the invention of a more effective organization of the materials in, and
the techniques of teaching a course in physics, chemistry, or Russian is not a
patentable invention because it is outside of the enumerated [statutory] categorie .

Also outside that group is one of the greatest inventions of our times, the
diaper service.”

The dicta in the Federal Circuit decision in State Street, however, created a
dramatic sea-change in the patentability of inchoate business methods. State Street
involved a patent gencrally dirccted to a data processing system for implementing an
investment structure that was developed for use in Signature’s business as an
administrator and accounting agent for mutual funds.®® The district court invalidated the

 See, e g, Seagram & Sons, Inc. v. Marzall, 180 F.2d 26, 27-28 (D.C Cir. 1950) {(method for testing
beverages and like products to make advance determination of (Cont’d) consumer reactions and
preferences not “new and useful art, machine, manufacture, or any new and useful improvements thereof™),
Loew’s Drive-in Theatres, Inc. v, Park-In Theatres, Inc., 174 F.2d 547, 553 (1st Cir. 1949) (patent claiming
arranging automobiles such that occupants would have an unobstructed view of a screen or stage did “not
involve an exercise of the faculty of invention™); Hotel Security Checking Co. v. Lorraine Co, 160 F. 467,
469-72 (2d Cir, 1908) (“cash-registenng and account-checking” unpatentable “system of transacting
business disconnected from the means for carrying out the system . .. .”); /n re Patton, 127 F.2d 324, 327-
28 (C.C P.A. 1942) (system of fighting fires using standardized and interchangeable firefighting equipment
not patentable subject matter; “a system of transacting business, apart from the means for carrying out such
system, is not within _ . . [the patent statute] . . . nor is an abstract idea or theory, regardless of its
importance or the ingenuity with which it was conceived, apart from the means for carrying such idea or
theory into effect, patentable subject matter.™); In re Wait, 73 F.2d 982, 982-83 (C.C.P.A. 1934) (method of
buying and selling stocks, wherein one party advertised offer, another party accepted offer and such
transaction was recorded, constituted unpatentable method of doing business); /n re Sterling, 70 F.2d 910,
911-12 (C.C.P.A. 1934) (patent application directed to a particular arrangement of printed matter on bank
checks and stubs not patentable subject matter); Ex Parte Turner, 1894 Dec. Comm’r Pat. 36, 36-37
(method to secure reading of advertisements not patentable because, inter alia, process carried no physical
effect; “a plan or theory of action which, if carried into practice, could produce no physical resuits
proceeding direct from the operation of the theory or plan itself is not an art within the meaning of the
patent laws.”); £x Parte Abraham, 1869 Dec. Comm’r Pat. 59 (method for detecting and preventing tax
evasion by employing stamps 1o be severed upon attachment to an article unpatentable; “[ijt is contrary . .
to the spirit of the law . . . 10 grant patents for methods of book-keeping . .. 7).

¥ Diehr, 450 U.S. at 182 (citing Corning v. Burden, 15 How. 267-68, 252, 14 L.Ed. 683 (1854)).

*7 Giles S. Rich, Principles of Patentability, 28 GEO. WASH. L. REV. 393, 393-94 (1960). Judge Rich
was one of the principal drafters of the 1952 Patent Act as well as a Judge of the Court of Customs and
Patent Appeals and the Court of Appeals for the Federal Circuit from 1957 to 1999.

® State St. Bank & Trust Co, v. Signature Fin. Group, Inc., 149 F.3d 1368, 1370 (Fed Cir. 1998).
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patent for failure to claim statutory subject matter under § 101.%° The Federal Circuit
reversed the district court, ruling that the claims were direeted to patentable subject

matter because they produced a “useful, concrete and tangible result”:”

{Tlhe transformation of data, representing discrete dollar amounts, by a machine
through a series of mathematicat calculations into a final share price, constitutes
a practical application of a mathematical algorithm, formula, or calculation,
because it produces “a useful, concrete and tangible result” — a final share price
momentarily fixed for recording and reporting purposes and even accepted and
relied upon by regulatory authorities and in subsequent trades.”

Furthermore, although State Street quotes from Diehr that “anything under the sun
made by man is patentable,” that quote was taken out of context.”” Congressional reports
employed that phrase only with respect to machines and manufactures.” Certainly, § 101
does not say “anything under the sun made by man” is patentable subject matter, but
rather references four specific categories.

While the Federal Circuit’s holding in State Street regarding the claim at issue can
be justified, we believe that dicta in the decision ignited the explosion of non-
technological business method patents seen today. The Federal Circuit concluded that
the claim was drawn to a system, not a method of doing business, and it included a
number of structural elements as limitations — thus, the claimed invention was a
machine that implemented a process. However, the expansive dicta in State Street are
inconsistent with the Supreme Court’s precedent.”

Acquiescing to the demands of patent applicants and responding to the State Street
dicta, the USPTO dramatically changed course. Thus, for example, the USPTO
promuigated “interim guidelines” stating that an invention need not lie within the
“technological arts” to be patented.” Issued patents from such diverse areas as
architecture, athletics, insurance, painting, psychology, and the law itself, reveal just how
far afield the patent system has gone in granting patents in virtually any arca of human
endeavor, such as teaching a golf putting stroke or a method for lifting a box.™

“ Id.

* Id. at 1375.

% 1d. at 1373

7 1d

9 See S, REP NO. 82-1979, at 2399 (1952) (“A person may have ‘invented’ a machine or a manufacture,
which may include anything under the sun that is made by man, but it is not necessarily patentable under
section 101 unless the conditions of the title are fulfilied.”); 1.R. REP NO. 82-1923 (1952) (samc).

% See, e.g, State Street, 149 F.3d at 1375 (“We take this opportunity 1o lay this ill-conceived exception
[i.e,, that business methods are not patentable] to rest.”).

% Official Gazette of the U S. Pat. & Trademark Qff , 1300 O.G. 142, No. 4 (Nov. 22, 2005). In
reaction to the sweeping impact of State Street, Congress passed the First Inventor Defense Act of 1999,
i.e., 35 U.S.C. § 273, to provide a defense to infringement of a business method patent if the accused
infringer “had, acting in good faith, actually reduced the subject matter to practice at least 1 year before the
effective filing date of such patent, and commercially used the subject matter before the effective filing date
of such patent.” First Inventor Defense Act of 1999, Pub. L. No. 106-113, 113 Stat. 1536 (codified as
amended at 35 U S.C. § 273 (2000)) Beyond that limited purpose, there is nothing in the legislative history
to suggest Congress intended to make any other changes to the United States patent laws. Thus, the
Supreme Court’s precedent on section 101 patent eligibility for business methods — as articulated in the
Gottschalk-Parker-Diehr trilogy - remains the controlling standard.

% See, e.g., Method For Demonstrating a Lifting Technique, U.S. Patent No. 5,498,162 (filed Sept. 6,
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In the context of business methods, the broad dicta in State Street reduced the
historically separate subject matter requirement of § 101 to a mere “practical utility”
determination.” The contrast in approach is clearly evident from the Supreme Court’s
precedent. In Parker v. Flook, for example, the case turned “entirely on the proper
construction of § 101 of the Patent Act, which describes the subject matter that is eligible
for patent protection.”™ Whether subject matter is eligible for patenting is an entirely
separate inquiry from whether the claimed invention provides some useful result, i.e.,
whether it meets the separate utility requirement of § 101.%

No decision of the Supreme Court supports the broad proposition that merely
because a method yields a useful result it should ipso facto be eligible for patenting.
Rather, the Supreme Court has recognized that the utility requirement of 35 U.S.C. § 101
is a distinct and separate test from the eligibility requirement of § 101. A mere “useful
result” standard is much too lenient to determine whether subject matter is eligible for
patenting. As Judge Rich so aptly stated decades ago, the diaper service (prior to the
advent of disposable diapers) was undoubtedly one of the greatest business creations in
its day, invaluable 1o countless individuals. Iowever, despite its usefulness, the diaper
service does not fall within one of the four enumerated categories of § 101.'

In his dissent from the Supreme Court’s dismissal of the writ of certiorari in
Metabolite as improvidently granted,™" Justice Breyer recognized as much. ldentifying
this inconsistency between the Court’s precedent and that of the Federal Circuit, Justice
Breyer explained that the Supreme Court had never equated patentable subject matter
with mere utility. He further identified three cases where the Court held a claimed
invention to constitute unpatentable subject matter despite the fact it had achieved a
useful, concrete, and tangible resuit.'”

Although only two Justices joined with Justice Breyer in his dissenting opinion, his
observations had no direct impact upon the law of patent eligibility. They appear to have
been keenly felt nonetheless. Possibly influenced by Justice Breyer’s dissent from the
dismissal of certiorari in Metabolite, the Federal Circuit recently issued two decisions
that revisited, and essentially revised, the holding of State Street. In In re Nuijten,'” and
In re Comiskey,™ the Federal Circuit imposed restrictions on the broad scope of
patentable subject matter it first announced in State Street.

1994), Method and Apparatus for Improving Putting Skifl, U.S. Patent No. 6,447,403 (filed Sept. 11, 2000),
Methods of Exchanging an Obligation, U.S. Patent No. 6,912,510 (filed May 9, 2000), Character
Assessment Method, U.S. Patent No. 5,190,458 (filed Apr. 17, 1991), and Method and Apparatus For
Funding Education By Acquiring Shares of Students Future Earnings, U.S. Patent No, 5,509,484 (filed
May 24, 1995).

7 State Street, 149 F.3d at 1375 (“The question of whether a claim encompasses statutory subject matter
should not focus on which of the four categories of subject matter a ¢laim is directed to — process,
machine, manufacture, or composition of matter — but rather on the essential characteristics of the subject
matter, in particular, its practical utility.”) (emphasis added).

%8 parker v. Flook, 437 U.S. 584, 588 {(1978).

* See id

Y0 Goe Rich, supra note 87, at 393.

% Lab. Corp. of Am. Holdings v. Metabolite Labs., fnc., 126 S.Ct. 2921 (2006).

' Justice Breyer identified O 'Reilly v. Morse, Gotishalk v. Benson, and Parker v. Flook as involving
claimed inventions that achieved useful, concrete, and tangible results that nonetheless were held not to be
patentable subject matter.

' In re Nuijten, 500 F.3d 1346 (Fed. Cir. 2007).

1% In re Comiskey, 499 F.3d 1365 (Fed. Cir. 2007).
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In In re Nuitjen,'® the Court of Appeals concluded that claims directed toward

transitory electrical and electromagnetic signals propagated through a medium were not
encompassed with any of the categories of statutory subject matter. Judge Gajarsa took
pains to note that Stafe Street should not be read to hold that the four subject matter
categories were “rendered irrelevant, non-limiting, or subsumed into an overarching
question about patentable utility.”'"® According to Nuitjen, the statutory subject matter
inquiry required a careful review into whether the claimed invention could be fairly
identified as a process, machine, manufacture, or composition of matter."” If the claimed
invention did not fall into at least one of those categories, it was not patentable, whether
or not it achieved a useful resuit.

In a second opinion, Ir re Comiskey,'"™ the Federal Circuit ruled that claims
directed solely towards a “method for mandatory arbitration resolution regarding one or
more unilateral documents™ also did not comprise patentable subject matter. Upon
reviewing the Supreme Court opinions, Judge Dyk reasoned that the prohibition against
patenting abstract ideas incorporated two aspects.' First, he explained, abstract ideas
that lack a practical application arc unpatentable. Even if an abstract idea may be put to
practical use, however, the idea may only be patented if “it is embodied in, operates on,
transforms, or otherwise involves another class of statutory subject matter, ie., a
machine, manufacture, or composition of matter.”'"® The Federal Circuit concluded that
controlling precedent held “that the application of human intelligence to solve practical
problems is not in and of itself patentable.”""!

Applying these standards to the case before it, the Comiskey court held that claims
directed towards the “mental process of resolving a lcgal dispute between two parties by
the decision of a human arbitrator” were not patentable. Because such claims sought to
patent the “use of human intelligence in and of itself,” they were held to be
unpatentable.'? However, the Federal Circuit determined that other claims calling for a
computer implementation of the arbitration method were considered patentable subject
matter. According to the Federal Circuit, “these claims in combining the use of machines
with a mental process, claim patentable subject matter.”''> As a result, the Court of
Appeals remanded the matter to the USPTO to determine whether the computer-
implemented claims would have been obvious.

Nuijten and Comiskey took steps towards reconciling Federal Circuit standards with
controlling Supreme Court precedent. In our view, however, these two decisions do not
fulty reconcile the case law of the Court of Appeals with that of the Supreme Court. In
particular, the Federal Circuit stiil considers computer-implemented mcthods to constitute
patentable subject matter, no matter what the nature of the method or the outcome it
achieves. We know of no Supreme Court opinion that allows patents to issue on
computer-implemented methods where essential features of a claimed invention are not

108

1% In re Nuijten, 500 F.3d at 1369.
5 14 at 1354.

107 Id

1% In re Comiskey, 499 ¥.3d at 1381.
" Id at 1376.

o ]d

" Id at 1378.

Y2 Jd at 1379.

12 jd at 1380.
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technological. In particular, the Court’s fatest statement concerning patentable subject
matter, Diamond v. Diehr, emphasized that the claimed mathematical algorithm was put
to use in curing rubber, an industrial process that had long been subject to patenting.'"
This invention could not contrast more strongly with the invention in Comiskey, where
the claimed method resulted in the resolution of legal disputes.

The distinction between Diehr and Comiskey is significant. Given the ubiquity of
computers and other enabling technologies in modem life, a rule by which unpatentable
subject matter is transformed into a patentable invention by coupling it with a machine
significantly dilutes the practical import of statutory subject matter limitations within the
patent law. Under the Comiskey rule, the patent drafter need merely claim an invention
in terms of a “system” or “machine” for accomplishing a particular method. The
Comuskey rule is one of mere formality, for such drafting techniques qualify otherwise
unpatentable methods as statutory subject matter, yet place few practical limitations upon
the scope of the claims. In such a world, the policy rationales supporting limits on the
scope of patentable subject matter are poorly served.

[t is casy to imagine, for example, patents upon all manner of artistic methods
implemented using computers or cameras, or even painting or sculpting clay. The results
of such aesthetic methods have long been the subject of protection via copyright, rather
than patents. They are traditionally classified as fine, rather than useful arts, and they are
not amenable to thc objective analyses that patenting standards such-as novelty,
nonobviousness, enablement, and claim definiteness require.''®  In addition, the
performance of such aesthetic methods relies upon human judgment rather than being
repeatable in an industrial sense. The scope of protection of such patents also raises
significant concerns. The enclosure of an entirely new art movement —— such as cubism,
impressionism, or even expressionism — through patenting seems entirely possible, for if
such a movement can be articulated in words, it may be captured in a patent claim.
Under the Comiskey rule, such aesthetic methods nonetheless can qualify as patent
eligible subject matter if their claims call for the nominal use of a machine, manufacture,
or composition of matter.

Despite these shortcomings, Nuijten and Comiskey do take steps towards reviving
patent eligibility principles which restore boundaries upon the scope of patent eligible
subject matter to maintain both incentives to innovate and the ability to compete, and
ultimately provide a sound balance between proprietary rights and preservation of the
public domain. Movements at the Federal Circuit have also been reflected at the USPTO
where a number of decisions of the Board of Patent Appeals and Interferences have
affirmed rejections based on non-statutory subject matter, including a method of hedging
commodity consumption risk costs,''® a method of bringing new “startup™ products to
market,’” and a method of evaluating an intangible asset.'® As these decisions are
appealed to the Federal Circuit, and perhaps ultimately subject to consideration by the

" Diamond v. Dichr, 450 U.S. 175 (1981).

115 See Datamize, LLC v. Plumtree Software, Inc., 417 F.3d 1342 (Fed. Cir. 2005) (concluding that the
claim limitation “aesthetically pleasing” was indefinite).

Y€ Ex parte Bilski, No. 2002-2257 (Sept. 26, 2006).

"7 £x parte Feguson, No. 2003-1044 (Aug. 27, 2004).

' Ex parte Bowman, No. 1999-0583 (June 12, 2001).

167

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00137 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.117



VerDate Nov 24 2008

128

NORTHWESTERN JOURNAL OF TECHNOLOGY AND INTELLECTUAL PROPERTY f2008

Supreme Court, further opportunities will exist to further define limitations on the scope
of patentable subject matter.

1. INNOVATION AND COMPETITION POLICY CONCERNS RAISED BY
BUSINESS METHOD PATENTS

Not only is an unrestricted sense of patentable subject matter disfavored by sound
innovation policy, it conflicts with the requirement, stipulated by the Constitution and
consistently articulated by the Supreme Court’s precedent, that patentable subject matter
must fall within the “useful arts.” Allowing methods of doing business lacking a technical
contribution to be patent eligible subject maiter raises important innovation and
competition policy concerns.'*’

A. Patent-Based Incentives are not Needed to Spur Business Method Innovation

The decision to issue patents on particular subject matter involves, in the words of
Thomas Jefferson, a determination of those “things which are worth to the public the
embarrassment of an exclusive patent . . . .”"*" In this regard, the evidence suggesting a
sudden need for patent-based incentives to promote the development of business concepts
is conspicuous by its absence. “Nowhere in the substantial literature on innovation is
there a statement that the United States economy suffers from a lack of innovation in
methods of doing business. Compared with the business practices of comparable
economies we seem to be innovators . ...

Among the reasons for the persistent, favorable record of commercial
entrepreneurship in the United States are existing federal and state regimes, including
unfair competition law, trade secrets, copyright, and the misappropriation doctrine, that
have long policed free riding and allowed business pioneers to reap the rewards of their
ideas.'”™ In conjunction with market-based incentives, including the desire to seize first-
mover and learning-curve advantages, the current legal framework has resulted in a
flourishing environment for business innovation in the United States. No plausible
argument supports the view that patent protection is needed for non-technological
business methods to solve a market failure problem, fill a legal void, or ultimately
enhance social welfare.

B. Business Method Patenting Raises Significant Competitive Concerns

Although no convincing justification exists for allowing patents on non-
technological methods of doing business and other abstract ideas, the breadth of coverage
of such patents has raised significant competitive concerns. Among them is that such
patents are not restricted by the Constitution and the precedent articulated by the

1? Examples of abstract business methods include U.S. Patent Nos. 5,947,526 (claim 1 reciting method
for tracking personal expenditures) and 5,668,736 (claim 1 reciting method for remodeling an existing
building).

' Graham v. John Deere Co., 383 U.S. 1, 9 (1966).

2! Leg I, Raskind, The State Street Bank Decision. The Bad Business of Unlimited Patent Protection for
Methods of Doing Business, 10 FORDHAM INTELL. PROP., MEDIA & ENT. L.J,, 61, 92 (1999).

" See id at 93.
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Supreme Court. Rather, they may effectively appropriate all possible solutions to a
particular problem. This direct restraint upon the ability of competitors to devclop
alternatives to the patentcd invention thwarts a principal aspiration of the patent system
— fostering new alternatives.'

Consider, for example, the ubiquitous automated teller machine (ATM). A revicw
of the patent rolls reveals numerous ATM patents concerning such mechanical, electrical,
and computer-implemented inventions as card readers, touch screens, cash dispensers,
statement printers, and antitheft mechanisms. As evidenced by the robust competition
within the contemporary ATM industry, such patents have both preserved the incentives
of industry participants to innovate and allowed their competitors to market alternative
designs. However, in view of the Federal Circuit’s endorsement of patents on inchoate
business methods, a contemporary inventor’s claim to the very concept of an ATM would
be considered eligible for patenting under § 10I. Much like claim 8 of Morse’s
telegraphy patent, such a patent would effectively prevent all others from designing
alternative mechanisms for meeting the same marketplace needs. The potential adverse
impact of this hypothetical patent upon compctition not just in the ATM industry, but
within the banking industry itself, is apparent.

The lack of a plausible justification for patents on non-technological business
methods and human behavior, coupled with the anticompetitive consequences of issuing
these patents and the Supreme Court’s precedent in this area, counsels for rcassertion of
Supreme Court jurisprudence to restrict patentable subjcct matter to instantiated products
and processes. Modern society’s dizzying pace of technological change, with its
accompanying changes to marketplace conditions and commercial practices, should by
no means lead to an alteration of these established principles. Nor does the Supreme
Court’s recognition that the patent system should keep pace with unforeseeable fields of
scientific or technological discovery™ compel a contrary result. Business concepts are
not an unforesecable field, and in fact, they long predate the patent system.'®

In State Street, the Federal Circuit articulated broad-sweeping dicta without making
an inquiry into whether the patenting of non-technological methods of doing business
raises competitive concerns or whether traditional patent-based incentives were actually
needed to spur methods of doing business. “Jefferson saw clearly the difficuity in
‘drawing a line between the things which are worth to the public the embarrassment of an
exclusive patent, and those which are not.””'** The ambit of patentable subject matter
should rcturn to that range of innovation that truly justifies tolerating the “embarrassment
of an exclusive patent.”

' See Brenner v. Manson, 383 U.S. 519, 534 (1966) (“Until {a] process claim has been reduced to
production of a product shown to be useful, the metes and bounds of that monopoly are not eapable of
precise delineation. It may engross a vast, unknown, and perhaps unknowable area.”); S{imfold Mfg. Co. v.
Kinkead Indus., Inc., 932 F.2d 1453, 1457 (Fed. Cir. 1991) (“Designing around patents is, in fact, one of
the ways in which the patent system works to the advantage of the public in promating progress in the
useful arts, its constitutional purpose.”).

¥ See Chakrabarty, 447 U.S. at 315-16.

1% See, ¢ g , John R. Thomas, The Patenting of the Liberal Professions, 40 B.C. L. REV. 1139, 1145-46
(1999).

'26 Graham v. John Deere Co., 383 U.S. 1, 9 (1966).
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IV. CONCLUSION

The gravamen of the Supreme Court’s precedent is that subject matter patentability
is restricted to inventions that involve technological contributions, namely, tangible
products or processes that either (i) are tied to a particular machine or apparatus or (ii)
cause transformation or reduction of an article to a different state or thing, and in either
instance, produce technologically-beneficial results. In State Street, the Federal Circuit
departed from this standard without any evidence that incentives are needed for
innovation with respect to abstract busincss methods and other non-technological
innovations, and without due consideration of the impact that such a shift would have on
the economy. Although more recent Federal Circuit cases have moved toward restoring
controlling Supreme Court standards, their holdings continue to allow patents to issue on
products and processes that achieve only non-technological results. Consistent with the
Supreme Court’s precedent on § 101, a technological contribution should be required for
subject matter patentability, which would render non-technological business methods
outside the scope of patentable subject matter.
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Opening Statement to Senate Judiciary Committee, Concerning S.515

Chairman Leahy, Ranking member Specter, and members of the Judiciary Committee.
My name is David Kappos, I serve as IBM’s Vice President and Assistant General
Counsel for Intellectual Property Law and Strategy. I am grateful for the opportunity to
testify before this Committee in support of patent system reform.

IBM is committed to ensuring that our patent system is robust and that the United Statcs
economy is strong. We have been the leading assignee of issued patents in the United
States for 16 consecutive years, we earn about one billion dollars annually in intellectual
property rclated income. IBM also invests more than six billion dollars a year in research
and development, and generates about 100 billion dollars of revenue annually providing
products and services. IBM is therefore uniquely positioned to promote a balanced patent
system that will benefit patentees, producers, and the public.

The patent system must balance the interests of all industries. IBM is not a member of
any of the coalitions formed to advocate on behalf of particular industries. Rather, IBM
believes these interests are reconcilable, and meaningful compromise can be achieved, so
that the patent systcm will meet the needs of innovators in all industries, and most
importantly, serve the best interests of the Amcrican public.

The nature of innovation has changed. Today, we benefit from inventions made possible
through highly collaborative and interconnected technologies. Many of the products
consumers demand are complex, include contributions from multiple innovators, and
incorporate hundreds if not thousands of patented inventions. At the same time, many
new innovations require investments of unprecedented size to achieve a single new
product protected by a single patent. For the United States to remain competitive our
patent system must accommodate all of these innovation models. Yet our patent laws
have not been significantly updated for over 50 years.

IBM believes enactment of S. 515 is necessary for our nation to remain intellectually and
economically competitive.

While progress has been made in recent years through judicial reform in arcas such as
obviousness, injunctions, willfulness, and most recently venue in patent litigation, much
remains to be done to restore balance to our patent system. The problem of poor quality
patents persists. Uncertain patent rights create speculation and lead to excessive
litigation.

IBM supports S. 515’s approach to improving patent quality, including “first window”
post grant review, enhanced inter partes reexamination, and preissuance submission of
information. These reforms reduce the impact of poor quality patents by making it easier
to promptly challenge the validity of a patent without resort to litigation, and without
subjecting patentees to an undue period of uncertainty.
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A particular point of contention has been and remains the appropriate standard for
reasonable royalty damages determinations. As with other issues that have been resolved
despite competing interests, IBM believes this issue is reconcilable and a balanced
solution can be achieved.

In IBM’s experience, the current legal standard for determining reasonable royalty
damages does not provide the certainty needed to enable modem business to operate
effectively. As a result, the precious time of skilled scientists and engineers is too often
spent defending against costly and time-consuming litigation, instead of creating
innovations that drive economic growth.

In reforming the law in this area, we must nevertheless be mindful of the fundamental
importance of ensuring that patentees are appropriately compensated, or the patent
system will fail to provide the incentive innovators require.

IBM believes the Supreme Court provided critical guidance in its recent unanimous
Quanta decision. In addressing the related issue of patent exhaustion, the Court focused
on the essential features of the invention to determine if the patentee had received full
compensation. An approach using the Quanta standard as a starting point will provide
the gnidance needed to properly compensate the inventor by focusing the damages
inquiry appropriately.

IBM believes that by improving patent quality and reducing wasteful patent litigation, S.
515 will remove roadblocks to the development and implementation of new innovations,
spurring economic growth. For the United States to maintain innovation leadership, our
patent system must be in the future what it has been in the past — the best in the world.
The need to act is urgent, the goal is achievable, and failure to act will harm our nation’s
economic interests, We urge enactment of the Patent Reform Act of 2009. Thank you.

Key messages
1. Urgency — we must act now to modernize our patent system and restore balance.
2. This is an achievable goal — compromise has been reached in many areas (post
grant) and will be achieved in others (damages) so long as we don’t over-
proscribe and consider everyone’s interests
3. Failure to act will harm our economic interests
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TESTIMONY OF David J. Kappos
Vice President and Assistant General Counsel
Intellectual Property Law and Strategy
IBM Corporation
Before the
United States Senate Committee on the Judiciary
March 10, 2009

Mr. Chairman, Ranking Member Specter, and members of the Committee.
My name is David J. Kappos and I am Vice President and Assistant General
Counsel for Intellectual Property Law and Strategy for the IBM Corporation. |
appreciate the opportunity to offer IBM’s views on patent law reform and the
actions that this Committee should take to preserve America’s innovation
leadership and competitiveness in the world, and to encourage investment to
produce economic growth and create jobs.

IBM supports S. 515, the Patent Reform Act of 2009, and urges the

Committee to pass this important piece of legislation to create a contemporary U.S.

patent system. The last half-century has been a time of unprecedented
technological change. However, during this same period, the laws governing our
U.S. patent system have not been significantly updated to reflect these changes.
Innovation today is characterized by diverse forms of collaboration,
multidisciplinary problem-solving, interconnccted technologies, and complex
products incorporating multiple inventions. The patent system must adapt to these
changes.

SUMMARY

IBM is committed to ensuring that our patent system 1s robust and that the
United States economy is strong. We have been the leading assignee of issued
patents in the United States for 16 consecutive years, and we earn about $1 billion
annually in intellectual property related-income. IBM also invests more than $6
billion a year in research and development, and earns about $100 billion annually
providing products and services. IBM is therefore uniquely positioned to promote
a balanced patent system that will benefit patentees, producers, and the public.

The patent system must balance the interests of all industries. IBM isnota
member of any of the coalitions that have formed to advocate on behalf of
particular industries. Rather, IBM belicves that these interests are reconcilable and
meaningful compromise can be achieved so that the patent system will meet the
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needs of innovators in all industries, and most importantly, serve the best interests
of the American public.

The nature of innovation has changed. Today, we benefit from inventions
made possible through highly collaborative and interconnected technologies.
Many of the products that consumers demand are complex and include
contributions from multiple innovators that incorporate hundreds if not thousands
of patented inventions. At the same time, many new innovations require
investments of unprecedented size to achieve a single new product protected by a
single patent. For the United States to remain competitive our patent system must
accommodate all of these innovation models. Yet our patent laws have not been
significantly updated for over 50 years. IBM believes that enactment of S. 515 is
necessary for our nation to remain intellectually and economically competitive.

While progress has been made in recent years through judicial reform in
areas such as obviousness, injunctions, willfulness, and most recently venue in
patent litigation, much remains to be done to restore balance to our patent system.
The problem of poor quality patents persists. Uncerfain patent rights create
speculation and lead to excessive litigation.

IBM supports S. 515’s approach to improving patent quality, including “first
window” post grant review, enhanced inter partes reexamination, and pre-issuance
submission of information. These reforms reduce the impact of poor quality
patents by making it easier to promptly challenge the validity of a patent without
resorting to litigation, and without subjecting patentees to an undue period of
uncertainty.

A particular point of contention has been and remains the appropriate
standard for reasonable royalty damages determinations. As with other issues with
competing interests that have been resolved, IBM believes that this issue is
reconcilable and a balanced solution can be achieved.

In IBM’s experience, the current legal standard does not provide the
certainty needed to enable modern business to operate effectively. As aresult, the
precious time of skilled scientists and engineers is too often spent defending
against costly and time-consuming litigation, instead of creating innovations that
drive economic growth.
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In reforming the law in this area, we must nevertheless be mindful of the
fundamental importance of ensuring that patentees are appropriately compensated,
or the patent system will fail to provide the incentive innovators require.

IBM believes that the Supreme Court provided critical guidance in its recent,
unanimous Quanta decision. In addressing the related issue of patent exhaustion,
the Court focused on the essential features of the invention to determine if the
patentee had received full compensation. An approach that uses the Quanta
standard as a starting point will provide the guidance needed to properly
compensate the inventor by {ocusing the damages inquiry appropriately.

IBM believes that by improving patent quality and reducing wastctul patent
litigation, S. 515 will remove roadblocks to the development and implementation
of new innovations, spurring economic growth. For the United States to maintain
innovation leadership, our patent system must be in the future what it has been in
the past — the best in the world. The need to act is urgent, the goal is achievable,
and failure to act witl harm our nation’s economic interests. We urge enactment of
the Patent Reform Act of 2009.

IBM IS A TECHNOLOGY LEADER

IBM is an innovation company and inventions are critical to our success. In
2008, for the 16™ consecutive year, IBM was the recipient of more U.S. patents
than any other assignee. IBM received over 4,000 U.S. patents, the first company
ever to do so in a single year. We have a deep appreciation of, and commitment to,
technology development and scientific pursuits. During the company’s nearly 100-
year history, its employees have included five Nobel laureates, five National Medal
of Science recipients, and seven winners of the National Medal of Technology.
IBM has invented industries such as hard disk drives, relational databases, and
RISC computers.
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IBM Patent Leadership

2008 US Patent Leaders
4186

Number of patents

1BM  Samaung  Canon MicrozpM  latel  Matushits Toshiha Fufitsu  Somy 3

» IBMranked 1 nUJ S patents for 16" consecutve year

+ Over 6,000 ]1BM inventors were respansibie for the 4,188 paten!s received by {BM m
2008. They reside in 44 different statcs and terntaries in the U S and 27 other countnes globatlly

» More than 40,000 patents in {BM's globat patent portfalia

IBM employs approximately 120,000 people in the U.S., Jocated in each of
the 50 states and the District of Columbia. Their jobs depend on IBM’s success in
the global economy. Most of these are high-skill, high-wage jobs, including
thousands of technical positions in software engineering, hardware development,
technical services, consulting, rescarch and manufacturing. The majority of IBM’s
worldwide jobs in hardware development, software engineering and research are in
the U.S.

In addition to developing, manufacturing and delivering information
technology, we focus on delivering innovative solutions to IBM clients. Nearly
half of IBM’s U.S. employees work in our services business, including thousands
of consultants and technical experts who serve clients operating around the world.
Our clients want an innovation partner who can help them apply and integrate
technology in ways that deliver new and lasting value. IBM is at the forefront of
innovation in new products and services, and entirely new business models.

The United States is IBM’s largest market in terms of revenue, and IBM
invests heavily here. For example, in 2007 over 75% of IBM’s $6.2 billion in
research and development (R&D) spending was invested in the U.S. Of the over
39,000 U.S. patents issued to IBM between 1993 and 2007, 90% were based on
inventions made in the U.S. This R&D investment has made it possible for IBM to
generate about $1 billion in IP-related income annually and has enabled IBM to
operate a profitable global business with annual revenue exceeding $100 billion.
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THE NATURE OF INNOVATION HAS CHANGED

IBM strives to maintain and foster an innovation culture not only to meet our
clients’ demands, but also to remain competitive and thereby benefit our
shareholders, our employees, and the communities we serve. Demands on our
business and the businesses of our clients, partners and competitors are driven by
new global marketplace realities. If America is to remain competitive, create jobs,
and continue to be one of the most innovative nations on earth, it must adapt to
these new realities.

In the Industrial Age, innovation primarily was the result of work by
individuals or small groups within an enterprise. Today, interconnected
technologies have created an environment that allows groups of people to innovate
together across enterprises and national boundaries. This rich environment enables
the development of multifunction products and services, and creates efficiencies
and synergies through the contributions of many different creative sources. Many
of the products that consumers demand are complex, include contributions from
multiple innovators, and incorporate hundreds if not thousands of patented
inventions. We benefit from inventions that are made possible through this
“collaborative” innovatjon.

Incorporating innovation from multiple sources is enabled by: (1) open
innovation environments; (2) technology standards, where innovators work
collaboratively to create a common platform for product-level competition; and (3)
licensing and cross-licensing of technology to gain access to others’ innovations.
The diversity and interconnectedness of modern innovation models increases the
need for predictability and clarity in determining the valid scope of patent rights, as
well as valuing them for licensing purposes. For example, a licensing agreement
that directly affects two parties is likely to indirectly affect many more. As a result,
there is a heightened sensitivity to uncertainty. Such uncertainty in this context will
increase transaction costs and make it increasingly difficult for innovators and
implementers to trade the intellectual property (IP) rights needed to bring
innovative products and services to consumers.

Collaborative innovation through open platforms and standards has
blossomed across numerous industries in recent years. Such development occurs in
diverse ways. It may be horizontal -- in which multifunction products such as
computer systems incorporate innovative features from multiple sources -- or
vertical, in which single function products such as pharmaceuticals reflect
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inventions from multiple “upstream” and “downstream™ participants in the
development “chain”.’

So, what role should U.S. patent policy play in making sure that we continue
to be a nation of innovators? How should the patent system help us to capture
these technological developments and translate them into differentiators for
American prosperity and drivers of growth?

THE U.S. PATENT SYSTEM HAS NOT KEPT PACE WITH THE
CHANGING NATURE OF INNOVATION

The U.S. patent system is widely acknowledged as underpinning America’s
leadership in innovation and IBM strongly shares this view.

Patents play as important a role for IBM as they do for any other U.S.
company. They provide an incentive to innovate by protecting our inventions
while providing us the freedom of action to bring new products and services to
market and partner with our clients to meet their needs. Patents spur successive
innovation because patentees must disclose their inventions to the public, enabling
others to build upon these innovations. As America competes in a global economy,
we must rely on innovation for competitive advantage. Ensuring that our patent
system properly promotes innovation is therefore central to America’s ability to
compete and to produce economic growth and jobs.

Unfortunately, we continue to see developments that threaten the ability of
the U.S. patent system to keep pace with and respond to changes in the nature of
innovation. The U.S. patent system must be properly positioned to help our country
maintain and grow its innovation leadership.

Two significant developments arise from the failure of our patent system to
adapt: the granting of low quality patents, and the adverse effects of excessive
patent litigation.

Low Quality Patents: High-quality patents that have been properly
prepared and examined to ensure that they meet all of the legal and policy
objectives of the patent system increase certainty around intellectual property
rights, reduce contention and free resources to focus on innovation. We believe the

! Rising in the East, The Economist, January 3, 2009, at 47. Citing as an example the Apple iPhone: “Apple’s
contribution is the design and software — and importantly, integrating the innovations of others.” See also Carl
Shapiro and Mark Lemley, Patent Holdup and Royalty Stacking, 85 Texas Law Review 1991 (2007).
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quality of patents issued in the U.S. has diminished, and that the substantial
improvements needed to address this quality crisis are not possible without
Congressional action.

Patent professionals are concerned about patent quality and are not confident
that matters will improve. In August 2005, the Intellectual Property Owners
Association (IPO) conducted a survey of its member corporate patent professionals
regarding their views on U.S. patent quality. The findings are revealing. Over half
(51.3%) said they rate the quality of patents in the U.S. as poor or less than
satisfactory. This conclusion did not significantly vary based on industry. When
asked whether they thought patent quality would decline, improve, or stay the
same over the next three years, 28.7% responded that they thought patent quality
would worsen, and 51.2% thought things would stay the same. Responses varied
some by industry, but the most noticeable differences were in responses by smaller
companies (under $1 billion in revenue) and by companies in the computer,
electronics, and software industry, where the percentage of respondents expecting
a decline in patent quality was nearly twice the average. Forty-four percent of
smaller company respondents thought that patent quality would get worse and 40%
of the computer, electronics, and software industry respondents thought that
quality would worsen.”

The U.S. Patent and Trademark Office (USPTO) has not been able to keep
pace with the avalanche of applications it has received in recent years. In fiscal
year 2007, the USPTO received nearly 485,000 patent applications which
represented a seven percent increase over the previous year. The backlog of
applications is growing. The USPTO has been hiring more examiners to reduce the
backlog. But with such a significant increase in the number and complexity of
applications, it is difficult to assure high quality.

Excessive Patent Litigation: Patent litigation has increased significantly
for more than a decade, in part driven by low patent quality that creates uncertainty
around intellectual property rights, spawning increased speculation. This excessive
litigation threatens to sap America’s innovative capacity and its ability to compete
in the world if left unaddressed.

? See IPO Survey: Corporate Patent Quality Perceptions in the U.S. 2, 4-5 (Sep. 20, 2005).

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00149 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.129



VerDate Nov 24 2008

140

Rise in Patent Litigation
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From A Closer Look®: 2008 Patent Litigation Study: Damages awards, success rates and
time-to-inial,” PricewaterhouseCoopers (2008).

Chart from “4 Claser Look™: 2008 Patent Litigation Study* Damages awards, success rates and time-ta-
trial, " PricewaterhouseCoopers {2008).

The number of patent infringement suits filed annually in the U.S. nearly
doubled in the ten years ending in 2004, going from 1,617 in 1994 to 3,075 in
2004 There were 2,830 cases filed in 2006.* Patent litigation has remained at this
elevated level with some fluctuations.” The National Academy of Sciences
reported in its 2004 study on improving the U.S. patent system that the number of
patent infringement lawsuits settled or disposed of in federal court doubled
between 1996 and 2002 from 1,200 to 2,400 cases per yea:.(’ In 2007, nearly 2,800
U.S. district court patent cases were terminated, over 3,600 cases remained
pending, and nearly 2,900 new cases were filed.” From 2006 to 2007, the number

* See “2007 Patent and Trademark Damages Study*,” PWC Advisory: Crisis Management 8 (2007), available at
http://www pwe.com/extweb/service.nst/doctd/3ca24a75615f0394802571 1e004b69a0/$file/2007_Patent_Study pdf;
see also 2007 Annual Report of the Director: Judicial Business of the United States Courts 150 (U.S. Government
Printing Office, 2008).

*J. Shawn McGrath and Kathleen M. Kedrowski, Trends in Patent Damages 1 (IP Remedies, American Bar
Association Section of Litigation website, Nov. 2007); available at
hutp./fwww.abanet.org/litisation/comminees/intclectual/articles.html

> See Presentation by Professor Paul M. Janicke, “Patent Damages February 2009 during the Federal Trade
Commission “The Evolving IP Marketplace” Workshop panel discussion on February 11, 2009 (“2700 PATENT
SUITES FILED PER YEAR™); available at http://www.ftc.sov/be/workshops/ipmarketplace/

¢ A PATENT SYSTEM FOR THE 21ST CENTURY 32 (National Academies Press 2004).

72007 Annual Report of the Director: Judicial Business of the United States Courts 207 (U.S. Government Printing
Office, 2008). Data covers the 12-month period ending September 30, 2007,
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of U.S. district court patent cases pending three years or more increased by over
15% from 353 to 408.%

Patent litigation, according to the Phoenix Center for Advanced Legal and
Economic Public Policy Studies, costs the economy $4.5 billion annually.” In a
survey conducted in 2007, the American Intellectual Property Law Association
found that the median cost to a party in bringing a patent infringement case to trial
verdict with less than $1 million at stake was about $600,000 and in a case with
more than $25 million at stake, the median cost was $5 million for each side.'®
These figures do not include private settlements in the form of negotiated license
agreements to avoid litigation. In its August 2005 patent quality survey, IPO also
asked its member company respondents if, in the next 3 years, they expect the
resources spent on patent litigation to increase, decrease, or stay the same. Almost
74% said they expect to spend more resources on patent litigation. "

This high level of patent litigation, particularly in the IT industry, shows that
valuation issues are not being resolved in negotiation. IBM believes that this
indicates both that patents of uncertain scope and validity are being enforced, and
reasonable royalty damages determinations are not providing the nceded guidance
for the IP licensing market.

As a matter of patent policy, the requirements for patentability and patent
validity should be clear and predictable. As the U.S. Supreme Court in Festo
explained, “[t]he monopoly [conferred by a patent] is a property right; and like any
property right, its boundaries should be clear.”'? Otherwise, the public cannot
discern the scope of the patent until after all infringement litigation has concluded
and will not invest in innovative products that might potentially fall within the
patent’s scope. "’

Court awarded reasonable royalty determinations provide the backdrop
against which all patent settlements and patent licensing activities are measured.
Collectively, these settlements and licenses define an [P market in which
developers and implementers of IP come together to trade the rights necessary to

¥ 1d. at 64.

® Ford et al. Quantifying the Cost of Substandard Patents Some Preliminary Evidence, PHOENIX CENTER POLICY
PAPER SERIES 1, 3, 29 (Phoenix Center for Advanced Legal and Economic Public Policy Studies, Sep. 2007).

** REPORT OF THE ECONOMIC SURVEY 2007 25 (American Intellectual Property Law Association, 2007)

! See IPO Survey: Corporate Patent Quality Perceptions in the U.S. 6 (Sep. 20, 2005).

" Festo Corp. v. Shoketsu Kinzoku Kogyo Kabushiki Ca., Ltd, 535 U.S. 722, 730 (2002).

* See Bonito Boats, Inc. v. Thunder Craft Boats, Inc , 489 U.S. 141, 150 (1989).
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provide goods and services. This market must function efficiently, minimizing
market friction and transaction costs that are ultimately passed along to consumers.
Thus, it is paramount that royalties fairly compensate the patentee and fairly charge
the licensee. Damages awards that reflect the economic value of an innovation
appropriately balance interests and act as essential references for [P market
participants, since patentees and licensees are respectively neither
overcompensated/overcharged nor under-compensated/undercharged. IBM
believes that an efficient IP market is important for promoting innovation,
including for the development of complex products incorporating multiple
inventions'* that have become commonplace; and that an efficient IP market rcsts
heavily on the ability to predict with a high degree of certainty the legal remedies
available for patent infringement.

" While multi-function products tend to have high visibility in the IT sector, there is a stmular tssue in biotechnology
due to the multiparty nature of research. Some entities such as universities perform fundamental or “upstream”
innovation while other “downstream™ entities productize. See Michael Heller and Rebecca Eisenberg, Can Patents
Deter Innovation? The Anticommons m Biomedical Research, Science, New Series, Vol. 280, No 5364 (May 1,
1998), pp. 698-701

' The U.S. economy as a whole will benefit from an efficient IP market where certainty in damages determinations
ensures efficient access to innovation, reduces transaction costs, and avoids unwarranted speculation, To offer the
products that consumers desire and to license the related IP, providers need an efficient market in which P rights
can be readily valued and exchanged. Where there is divergence between licensor’s and licensee’s views regarding
fair and reasonable licensing fees, transaction costs rise and the market becomes inefficient. Multiple parties make
the problem more complex and increase sensitivity since more parties must agree regarding IP valuation Without
certainty, there is also a heightened risk of speculation. For example, parties may be encouraged to enforce patents
for purposes of extracting high royaities from the producers of goods and services, while producers may be
encouraged to hold out against taking licenses for purposes of extracting access to innovations at low royalty rates
The inability to agree on a royaity fee prevents innovators from being compensated, prevents products and services
from reaching the market, and increases the incidence of costly litigation.

As products haye become increasingly complex and integrated, the licensing neeessary for the 1P market to
function has become more complicated. Companies need to consider not only thewr own internally developed
technology and IP, but also the technology and IP of others."* The oft-cited cxample of the computer, or even the
CPU useif, containing hundreds if not thousands of patented wrnovations is illustrative. Similarly, a pharmaceutical
product may incorporate the “fundamental” research of a university combined with the targeted product
development of a pharmaceutical firm."* The typical licensee/product-seller must consider all the fees to be paid to
all patentees in order to make and sell its product. And the licensor/innovator must consider the role its innovation
plays in the applicable product,

When a patented invention is included in & product of any kind, including in a complex multifunction
product, its economic value should be determined based on the substance of the invention. Economic value shoufd
not be affected by the inclusion or omission of background or contextual elements added to the patent’s claims. Nor
as a general proposition should economic value be affected by the aggregate cost of a complex multifunction
product in which the invention is incorporated. This substance-based approach is fair to both the licensor and the
licensee, avoiding both under-compensation and over-compensation. It also enhanees predictability and certainty by
causing all parties to focus on the inherent value of the patented invention. The public benefits when
innovators/licensors and producers/licensees are able to readily come to terms regarding an invention’s economic
value.
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Market complexity creates significant challenges for determining royalty
fees. As such, licensors and licensees will continue to be influenced in their
negotiations by the legal standard for reasonable royalty damages and its
application. This is not surprising - both parties understand that reasonable royalty
damages is the metric by which the licensing fee should be judged since it is the
measure for damages if they are forced to litigate. Given the challenging
developments in the market and the resulting challenges in licensing, it is of
paramount importance that the law of damages provides clear guidance.

As U.S. businesses, governments, and communities become increasingly
interdependent, our nation’s competitiveness will be even more susceptible to
weaknesses in our country’s patent system. The Congress must take action to
reshape U.S. patent law to be responsive to the fundamental economic and
technological shifts taking place. The goal of reforming U.S. patent law should be
to preserve U.S. leadership in innovative capacity, enabling U.S. businesses to
capitalize on developments in technology, infrastructure and business organization
and making them differentiators for American prosperity.

THE PATENT REFORM LEGISLATION WILL BRING THE
CHANGES NEEDED TO SPUR INNOVATION

IBM believes both patent quality problems and excessive litigation must be
addressed, and S. 515 does that effectively. Although there are many provisions in
the bill that enable a contemporary patent system, IBM’s testimony focuses on the
provisions in the legislation that address patent quality and reform reasonable
royalty damages.

Improving Patent Quality: There are two crucial reforms in the legislation
that should be implemented to improve patent quality. Both of these reforms are
designed to open up agency patentability determinations to the public to encourage
the public to come forward with relevant information not previously discovered or
disclosed. First, the bill creates the opportunity for third parties to submit prior art
to the USPTO during the patent prosecution process with commentary on how that
prior art is relevant to the application under consideration. This important and
broadly supported change will be highly effective in raising patent quality,
particularly because it takes advantage of the fundamental shift toward
collaborative innovation. More and more collaborative communities are thriving
today and their collective knowledge can be hamessed to bring forward
information, especially prior art, relevant to the examination process.
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Second, IBM believes it is vitally important to have an administrative
proceeding to allow the public to bring forward relevant information, post-issuance,
about whether a patent was properly issued. This will increase the quality of
patents and will provide a low cost alternative to litigation. The solution in the bill
represents a reasonable compromise between the need to provide a meaningful way
to bring forward relevant information and concerns that the administrative
proceeding will be used to harass the patentee. The bill provides the ability to
challenge the patent in a post-grant-review proceeding for one year following
issuance based on a broad array of grounds related to patentability. After one year,
the public can bring forward rclevant information through an "improved" version
of the existing inter partes recexamination administrative proceeding. The improved
inter partes reexamination proceeding will no longer prevent a challenger from
going to court at a later time on an issue that was not raised in the procceding.
Further, in addition to patents and printed publications, a challenger may submit
evidence that the claimed invention was in public use or on sale in the U.S. more
than one year prior to the application. This is evidence that the examiner could
have used to reject the patent application during prosecution, but which a third
party currently can only use to challenge the validity of an issued patent by going
to court.

Maintzining a meaningful ability to challenge low quality patents
administratively is important to strengthening and preserving the integrity of the
U.S. patent system. For the [T industry especially, being able to bring forward
relevant evidence more than a year after issuance of the patent is necessary because
it is difficult, if not impossible, to watch for all the potentially applicable patents
that the USPTO issucs. There can be many hundreds if not thousands of patents in
an IT product. It is not uncommon to be unaware of a patent until a letter is
received claiming that payment is due because the patent covers the IT product.

Both of these proposed reforms will help to minimize patents being granted
on inventions that are not new or are obvious.

Reforming “reasonable royalty” damages: The reasonable royalty
damages provision in S. 515 balances the varying needs of U.S. industries and
businesses and IBM views this provision as a compromise. This provision allows
the court to accommodate varying business models by deciding which of three
listed methods should be used by the court and the jury to determine damages for
patent infringement. We recognize that this provision has generated concern in the
past. As a result, we discuss below an alternative which we believe will adequately
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address the full range of how inventions are used in products and services across
industries and will maximize the chance that a "reasonable” royalty is granted in
every case.

As discussed above, IBM believes that [P market efficiency can be ensured
by focusing the damages calculation on the economic value of the essential
features of the subject invention. In particular, [BM recommends to the
Committee that the legislation ensure this focus by: (1) incorporating Quanta’s
“essential features” concept into the damages determination; (2) ensuring district
courts increase precision in Entire Market Value Rule (“EMVR”) and Convoyed
Sales determinations; and (3) requiring district courts to better exercise their
gatekeeper powers to cause rigorous expert analysis and review of damages
evidence and reasonable royalty determinations. IBM belicves these
recommendations arc representative of best practices that are supported by
Supreme Court and Federal Circuit law.

Incorporate Quanta “Essential Features” Standard into Damages Determination

Application by analogy of the Supreme Court’s formulation of the “essential
features” of a patented invention in the Quanta case to damages determinations
will focus the damages determination on the value of what the inventor actually
invented. In the unanimous Quanta decision, the Supreme Court held that if a
patentee sells (or licenses another to sell) a product that includes all the essential
features of a patented invention,'® then the patent rights are “exhausted,” meaning

that the patent can no longer be asserted against downstream buyers of that product.

The underlying theory behind the patent exhaustion rule is that “in such a
transaction, the patentee has bargained for, and received, an amount equal to the
full value of the goods.”"” In other words, the patentee received full compensation
when the product was sold, and is not entitled to collect an additional royaity.'
The connection between Quanta and the law of exhaustion on the one hand, and
the determination of patent damages on the other, is the Court’s renewed focus on
the substance of the invention in determining the proper scope of patent protection.

* The “essential features” exclude “common processes” or “standard parts,” even if included in the claims. See
Quanta, 128 S.Ct. at 2120. Determining what constitutes the “invention™ is of course fundamental to the
determination of damages under the patent statute, which requires that damages are no “less than a reasonable
royaity for the use made of the invention by the infringer.” 35 U.S.C. Sec. 284.

'"B. Braun Med., Inc. v. Abbott Labs., 124 F.3d 1419, 1426 (Fed. Cir. 1997); see also Adams v. Burke, 84 U S. (17
Wall.) 453, 456-57 (1874); Keeler v. Standard Folding Bed Co., 157 U.S. 659, 663-64 (1895).

¥ See PSC v. Symbol Techs., 26 F. Supp. 2d 505, 510 (W.D.N.Y. 1998) (“The purpose of the exhaustion doctrine is
to *prevent[] patentees from extracting double recoveries for an mvention . . . > Cyrix Corp v. Intel Corp., 846 F.
Supp. 522, 539 (E.D. Tex.), aff'd 42 F.3d 1411 (Fed. Cir. 1994} )
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For complex products incorporating many inventions and unpatented
elements, focus on the “essential features™ results in fair compensation for the
patentee. It does not overcompensate by including the value contributed by others,
nor does it under-compensate by excluding the value provided by the patented
invention. The standard is flexible and applies fairly to all inventions. Where, for
example, the invention is in a combination of elements itself, the Court in Quanta
recognized that the elements of the combination could not be evaluated separately
or the invention’s “essential features” would be lost."”

Focusing on the invention’s essential features also assists fact-finders in
determining equitable compensation. Inventors receive the same value whether or
not background or contextual elements are added to their claims. An invention of
significant scope and value should be entitled to a large royalty regardless of
whether it is claimed precisely or includes additional elements that are not essential
to the invention. Likewise, a minor improvement should be entitled to a limited
royalty regardless of whether the claim includes elements that are unrelated to
patentability.”® Basing reasonable royalty damages on the economic value of the
essential features of the invention should thus properly compensate the inventor by
focusing the inquiry on the invention itself. Furthermore, as the essential features
are determined objectively through examination of the public record of the patent
file history, this approach will increase the predictability and certainty necessary
for the functioning of an efficient IP market.”’

There Must Be More Precision in EMVR Analysis and Convoyed Sales.

Due to the increasing complexity of products, including systems
incorporating many individual and grouped components, application of the EMVR
and the related Convoyed Sales doctrine have become widespread. In these
situations, for convenience and simplicity, damages analysis tends to emphasize
the product environment in which a “component of a component” within a

** See Quanta, 128 S.Ct. at 2121 (2008) (“Aro’s warning that no element can be viewed as central to or equivalent to
the invention is specific to the context in which the combination itself is the only inventive aspect of the patent ).
The Court also held that the patent exhaustion doctrine applies to process claims. /d. at 2117,

* In this context, a “sigmificant” invention, for the purposes of calculating damages, is one of significant economic
value, and a “minor improvement” is similarly an invention of imited economic value. An invention may be
significant technologically but limited in value, or limited in technological impact but significant in value. In either
case, the substance of the invention must be determined first, and then its value can be assessed.

%' In proposing incorporation of the Quanta standard in determining reasonable royalties, we do not suggest that this
is the end of the inquiry. To the contrary, much of the existmg damages jurisprudence contains helpful constructs
and models for assisting in the determination of an appropriate royaity. We propose simply that the inquiry should
begin with the determination of the essential features of the invention and that this will provide an objective focus
for the full analysis of compensatory damages.
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component® is placed, rather than the more precise and relevant issue of whether
the infringing product corresponds closely to the invention. In a recent case
covering a product of this type, Federal Circuit Judge Rader, sitting by designation
in the District Court, recognized the significant burden of proof that application of
the EMVR should require:

Moreover, neither Cornell nor Dr. Stewart has offered
sufficient economic proof that the component of a component
of a part of the server and workstation systems drove demand
for the entire server and workstation products and entitles
Cornell to damages on sales of Hewlett-Packard's entire
servers and workstations.”

It is important to encourage widespread and vigorous application of this
evidentiary threshold so that the “reach” of patent protection afforded an invention
does not extend beyond the actual invention and onto unrelated components or
features of a product incorporating the invention, unless the invention is in fact
“the basis for customer demand” for the entire product that nevertheless includes
other functions or features.

Finally, as IBM understands application of the EMVR, it may be based on
demand driven by the claimed invention as expressed by all of its respective
limitations.” IBM suggests that, in an environment characterized by the
proliferation of complex products incorporating multiple inventions, the fairest
application of the law would require evaluating whether the demand is driven by
the invention itself — i.e., by the essential features of the patented invention. This
avoids giving weight to claim elements that may be unrelated to the invention in
applying the EMVR.

2 Cornelt University v. Hewlett-Packard Co., 2008 U.S. Dist. LEXIS 41848 (N.D.N.Y May 27, 2008)(Rader, J.,
sitting by designation) (In this case the court excluded testimony of a damages “expert” for failure to consider
apportionment and show a connection between the patented feature and the market demand for a complex multi-
featured product.}

P 1d at7.

* Rite-Hite Corp. v. Kelley Co., 56 F.3d 1538 (Fed. Cir. 1995) (“Subsequently, our predecessor court held that
damages for component parts used with a patenied apparatus were recoverablie under the entire market value rufe if
the patented apparatus ‘was of such paramount importance that it substantially created the value of the component
parts.” Marconi Wireless Telegraph Co. v. United States, 99 Ct CL. 1, 53 U.S.P.Q. (BNA) 246, 250 (Ct. CI 1942),
aff'd in part and vacated in part, 320 U.S. t (1943). We have held that the entire market value rule permits recovery
of damages based on the value of a patentee's entire apparatus containing several features when the patent-related
feature is the ‘basis for customer demand.’ State Indus., 883 F.2d at 1580, 12 U.S P.Q.2D (BNA) at 1031; TWM
Mfg. Co. v. Dura Corp., 789 F.2d 895, 900-01, 229 U.S.P.Q. (BNA) 525, 528 (Fed. Cir.), cert. denied, 479 U.S, 852,
93 L. Ed. 2d 117, 107 S. Ct. 183 (1986).”). In Rite-Hite, the court declined to apply the Entire Market Value Rule to
the dock levelers since they did not function together with the patented vehicle restraint to achieve one result, but
could have heen used independently. See id. at 1549-50.
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Judicial Gatekeeping Needs to Be Strengthened

In the Comell case mentioned above, the Court also excluded the testimony
by the damages expert because the purported expert failed to “show a sound
economic connection” between the claimed invention and the proffered royalty
base.”> IBM believes that such strong gatekeeping is highly supportive of an
efficient market in IP, and should be required of the courts. District courts that
provide clear articulation of the logic and factors relied upon in their damages
decisions provide a better foundation for review. Such articulation also would
provide the clear guidance for negotiators that is critical for commercial entities
and the public. Rigorous requirements for damages experts, coupled with clear
articulation of the bases for damages determinations, creates certainty for licensors
and licensees alike, improving the efficiency of IP markets.

CONCLUSION

The nature of innovation has changed. The drivers of growth today are quite
different from those in previous eras. America must rely more than ever before on
the ability of its citizens to innovate to create economic growth and maintain
competitive advantage.

The patent reform debate thus far unfortunately has been characterized as
adversarial, pitting one set of industries against another set of industries. To be sure,
industries use the patent system in different ways and these differences affect how
they view some reform proposals. However, we believe any differences are not
insurmountable.

The Framers of our Constitution wisely gave Congress the express power
“[t]o promote the progress of science and useful arts, by securing for limited times
to authors and inventors the exclusive right to their respective writings and
discoveries”. QOur patent system is facing real problems and urgent Congressional
action is needed to address them. IBM urges you to enact S. 515 and reform our
patent laws to remove the roadblocks to development of new innovations and seize
new opportunities to spur economic growth.

Thank you again for the opportunity to present IBM’s views.

» See Cornell University v. Hewlett-Packard Co., 2008 U S, Dist. LEXIS 41848,

16
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March 22, 2009

The Honorable Dianne Feinstein
U.S. Senate

SH-331 Hart Senate Office Building
Washington, D.C. 20510-0504

Dear Senator Feinstein:

Thank you for your fetter requesting IBM’s views on draft legislative language regarding post-
grant-review, damages, venue, and inequitable conduct. IBM appreciates the opportunity to offer its
perspective on these issues.

In your letter, you expressed concern for protecting “the innovative property rights that are so
vital to our economy —particularly in California— while paying carcful attention to ensure there is a
balance between differing business models and industries. . . . IBM agrees. IBM has over 10,000
employces in California, and they are among the most innovative in the world. Last year, IBM
inventors in California received 399 U.S. patents, 9.5 percent of the total U.S. patents issucd to IBM as
assignee. Many new technologies have sprung from our Almaden Research Center, Silicon Valley
Laboratory, and San Jose site, including storage systems (such as hard disk drives and other high
volume, high speed devices), structured and unstructured information databases, search engines, text
analytics, advanced/super computing techniques, nanotechnology, and "green” energy-related
initiatives. IBM believes that the interests of all industries are reconcilable and meaningful compromise
can be achieved so that the patent system will meet the needs of innovators in all industries, and most
importantly, serve the best interests of the American public. I will address each of the issues you have
identified in turn.

Post-Grant Review/Inter Partes Reexamination

IBM supports S. 515’s approach to post-issuance administrative review proceedings to allow
the public to bring forward relevant information about whether a patent was properly issued. S. 515’s
approach will increase the quality of patents and will provide a low cost altemative to litigation. The
bill provides the ability to challenge a patent in a post-grant review proceeding for one year following
issuance based on a broad array of grounds related to patentability. The public can bring forward
relevant information after one year through an "improved" version of the existing inter partes
reexamination proceeding. The improved inter partes reexamination proceeding will no longer prevent
a challenger from going to court at a later time on an issue that was not raised in the proceeding. The
grounds for bringing information forward under inter partes reexamination are much narrower than
under post-grant review, minimizing any concern about harassment.

With respect to the principles in your discussion draft, IBM agrees that the burden of proof
should be preponderance of the evidence. Also, the patent should not be presumed valid during post
grant review, as the discussion draft states, merely for challenges during the first 12 months, but rather
this rule should apply for challenges brought after 12 months as well. IBM does not agree with a
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Page Two

number of other proposals. For example, limiting the grounds for challenge during the first 12 months
only to prior art, printed publications and written statements in the record of the patent application will
constrain the public from bringing forward relevant information regarding the validity of issued patents
and thus will allow poor quality patents to stand. IBM also does not believe that a challenge after the
first 12 months should be limited to instances where the challenger is facing imminent suit. Limiting
challenges in this manner effectively forecloses the public from bringing forward information regarding
patent validity, allowing invalid patents to remain in force.

Reasonable Rovalty Damages

In IBM’s experience, the current legal standard for determining reasonable royalty damages
does not provide the certainty needed to enable modern business to operate effectively. As stated in my
testimony before the Senate Judiciary Committee, IBM believes a balanced solution for reasonable
royalty damages can be achieved and recommends the approach outlined in my letter to Members of
the Judiciary Committee, dated March 19, 2009, a copy of which is attached to this letter. IBM’s
proposal calls for creation of a framework consisting of a strong gatekeeper provision, guidance based
on the accepted legal principle set forth in the Supreme Court’s Quanta case’, and application of the
entire market value rule (EMVR) onty where the invention is “the basis for customer demand” for the
entire product.

You make two legislative proposals for detcrmining damages: (1) a gatekeeper provision plus
codification of the so-called 15 Georgia-Pacific factors? and (2) a gatekeeper provision plus language
that states, in part, that “[a] reasonable royalty shall reflect the economic value fairly attributable to the
infringer’s use of the claimed invention as embodicd in the infringing product or process at the time of
the infringement. . , the court will direct the jury to consider any other specific relevant factors or
methodologies . . . based on the evidence . . . including . . . the entire market rule, convoy sales, or
comparable licensing.” The “gatekeeper” language is an improvement over existing law. However, the
additional language in both provisions is not acceptable.

Under proposal (1), codifying the Georgia Pacific factors will not address overcompensation of
patentees for the use of an inventive eomponent contained in a complex multi-component product.
Professor Paul Janicke, in a recent presentation at a Federal Trade Commission hearing, described the
current standard for determining reasonable royalty damages as the “The Georgia Pacific grab bag”,
stating it “could cause runaway juries” and it places “[n]o controls on how the logic should go”. In
addition, codifying the Georgia Pacific factors necessarily excludes courts from considering other
relevant factors.

Proposal (2) would improperly focus damages awards on what has been claimed in the patent
rather than what was invented by codifying the term “claimed invention”. This is an inflexible
approach that will harm certain industries, especially the information technology (IT) industry. In the
IT industry claims are often drafted to include, in addition to the invention, other non-necessary

! Quanta Computer, Inc. v. LG Elecs., Inc., 128 S. Ct. 2109 (U.S. 2008)
2 Georgia-Pacific v. Unites States Plywood Corp., 318 F. Supp. 116 (SD.N.Y. 1970}
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elements included for the purpose of aligning the claim language with products incorporating the
invention as a component. In contrast, the flexible “essential features” formulation derived from
Quanta would achieve appropriate compensation for different types of inventions, regardless of how
they are claimed. Also, the phrase “the entire market rule, convoy sales, or comparable licensing”
standing alonc is problematic because it elevates these factors or methodologies without defining them.

The approach outlined in my March 19* letter provides sufficient guidance to properly
compensatc the inventor for the value of the invention, while at the same time giving courts the
discretion and flexibility to consider the appropriate facts and circumstances in reaching a reasonable
royalty determination.

Venue

Two federal appeals courts recently addressed venue for patent cases; the 5™ Circuit in Inre
Volkswagen AG, 5th Cir., No. 07-40058 (October 10, 2008), and the Federal Circuit in a subsequent
decision applying 5™ Circuit law, In re TS Tech USA Corp, Fed. Cir., Misc. No. 888 (December 29,
2008). Both are well-reasoned and achieve the appropriate result for venuc. IBM defers to the
judgment of the Senate as to whether it is appropriate to address venuc in legislation.

Incquitable Conduct

The incquitable conduct doctrine promotes integrity, ensuring that patent applicants act with the
utmost candor and good faith before the patent office. This doctrine also protects the public by
ensuring that examiners have the best prior art. The doctrine is not without flaws, however. [BM
believes that an appropriate balance can be achieved by changes that would limit instances of
harassment of patent owners while at the same time preserving the public interest by maintaining a
robust doctrine. Attached to this letter is a paper prepared by IBM, “Sceking a Balaneed Approach to
Inequitable Conduct Reform™, that provides options for clarifying the doctrine so that it remains strong
while avoiding inappropriate assertions. The proposed language in your letter would unduly narrow the
doctrine to only those instances in which a claim would not have been allowed by the examiner based
on the misrepresentation or omission at issue, and where at least one of the claims subject to the
misconduct charge was found invalid by the court. The doctrine should apply more broadly to
encourage good faith disclosure by applicants.

Respectfully submitted,

David J. Kappos
IBM Vice President and Assistant General Counsel,
[ntellectual Property Law and Strategy

Attachments
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Appendix to Letter from David J. Kappos to Members of
Senate Judiciary Committee, dated March 19, 2009

Cases and materials analyzing the essential features of a claim

. Patentable subject matter

. Claim preamble

Inventorship

. Contributory infringement under 35 U.S.C. § 271(c)

. Infringement under 35 U.S.C. § 271({)(1)

Restriction and unity of invention

. Disclosure and written description rcquirements

. “Environmental” claim drafting and damages

Excerpts from the file histories of five IBM U.S. patents with Arizona inventors

OmMEmUnwE»

—
T

A. Patentable subject matter analysis considers the significance of claim features

For the purposes of the patentable subject matter analysis of 35 U.S.C. § 101, courts
should not give weight to claim limitations that do not impose “meaningful limits” on
claim scope, such as those that amount to insignificant extra-solution activity or are
merely field of use statements.

1. Inre Bilski, 545 F.3d 943 (Fed. Cir. 2008)

“First, as illustrated by Benson and discusscd below, the use of a specific machine or
transformation of an article must impose meaningful limits on the claim’s scope to impart
patent-eligibility. See Benson, 409 U.S. at 71-72. Second, the involvement of the machine
or transformation in the claimed process must not merely be insignificant extra-solution
activity. See Flook, 437 U.S. at 590.” Id. at 961-62.

2. Diamond v. Diehr, 450 U.S. 175 (1981)

“[Ijnsignificant postsolution activity will not transform an unpatentable principlc into a
patentable process. Ibid. To hold otherwise would allow a competent drafisman to evade
the recognized limitations on the type of subject matter eligible for patent protection.” Id.
at 191-92 (emphasis added) (footnote omitted); see also Parker v. Flook, 437 U S. 584,
590 (1978) (“The notion that post-solution activity, no matter how conventional or
obvious in itself, can transform an unpatentable principle into a patentable process exalts
form over substance.” (emphasis added)).

3. Inre Grams, 888 F.2d 835 (Fed. Cir. 1989)

Courts have analyzed whether a claim limitation is a mere “data gathering step” that
should receive no weight in the section 101 analysis. Id. at 839 (“Though {the claim]
analysis can be difficult, it is facilitated somewhat if, as here, the only physical step [in
the claim] involves merely gathering data for the algorithm. As stated in inre
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Christensen, 478 F.2d 1392, 1394, 178 U.S.P.Q. (BNA) 35, 37-38 (CCPA 1973):
‘Given that the method of solving a mathematical equation may not be the subject of
patent protection, it follows that the addition of the old and necessary antecedent steps of
establishing values for the variables in the equation cannot convert the unpatentable
method to patentable subject matter.”).

B. Non-essential langunage in a claim preamble may not limit the scope of the claim

1. In re Cruciferous Sprout Litigation, 301 F.3d 1343 (Fed. Cir. 2002)

Analyzing whether an element in the preamble is a limitation on the scope of the claim
has required determining whether the element is an “essential” part of the invention. /d.
at 1347 (stating that as a general rule “a preamble limits the claimed invention if it recites
essential structure or steps, or if it is ‘necessary to give life, meaning, and vitality’ to the
claim.” Jd. (emphasis added)).

2. Poly-America v. GSE Lining Tech.. 383 F.3d 1303 (Fed. Cir. 2004)

Courts have found that preamble language was limiting because it was an “important” or
“fundamental” characteristic of the invention. Id. at 1310 (“Our analysis shows that the
inventor considered that the ‘blown-film’ preamble language represented an important
characteristic of the claimed invention. We therefore agree with the district court's
conclusion that a ‘[rleview of the entircty of the "047 patent reveals that the preamble
language relating to ‘blown-film’ does not state a purpose or an intended use of the
invention, but rather discloses a fundamental characteristic of the claimed invention that
is properly construed as a limitation of the claim itself.”” (emphasis added)); see also
Bicon, Inc. v Straumann Co., 441 F.3d 945, 952-53 (Fed. Cir. 2006) (*We conclude, as
did the district court, that the preamble to claim 5 of the '731 patent recites essential
elements of the invention pertaining to the structure of the abutment that is used with the
claimed emergence cuff.” (emphasis added)).

3. TDM America v. US, 2009 WL 455775 (Ct. Fed. Cl.. Feb. 20, 2009)

As recently as a few weeks ago, the Court of Federal Claims applied the rule that “{o]nly
if the preamble recites essential structure or steps or is ‘necessary to give life, meaning,
and vitality’ to the claim does it limit the claimed invention.” Id., 2009 WL 455775 at
*23 (“In the present claims, the term ‘processing’ as referenced in the preamble does not
recite an essential step or give life to the claims. Nor is it an antecedent later used in the
body of the elaim. Therefore, the Court adopts Plaintiff's construction of the term and
will not read a limitation into 'processing.””).

C. Courts analyze the significance of the claim feature(s) that a person contributed
to determine if that person is an inventor

{. Nartron Corp. v. Schukra, 2009 U.S. App. LEXIS 4529 (Fed. Cir. Mar. 5, 2009)
Analyzing whether a person was an inventor has required determining whether the
element of the invention that the person contributed is a significant part of the invention.
Id., 2009 U.S. App. LEXIS 4529, at *{0-11 (holding that “the contribution of the
extender [of the alleged inventor] is insignificant when measured against the full
dimension of the invention of claim 11, not just because it was in the prior art, but
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because it was part of existing automobile seats, and therefore inciuding it as part of the
claimed invention was merely the basic exercise of ordinary skill in the art.”),

2. Pannuy. lolab Corp., 155 F.3d 1344 (Fed. Cir. 1998)

Restating the general rule that “[a]ll that is required of a joint inventor is that he or she
(1) ... (2) make a contribution to the claimed invention that is not insignificant in
quality, when that contribution is measured against the dimension of the full invention,
and (3)....” fd at 1351 (emphasis added).

D. Contributory infringement analysis focuses on a component of 2 claim

1. 35 U.S.C. §271(¢c)

“Whoevcr offers to sell or sells within the United States or imports into the United States
a component of a patented machine, manufacture, combination or composition, or a
material or apparatus for use in practicing a patented process, constituting a material part
of the invention, knowing the same ta be especially made or especially adapted for use in
an infringement of such patent, and not a staple article or commodity of commerce
suitable for substantial noninfringing use, shall be liable as a contributory infringer.” 35
U.S.C. § 271(c) (emphasis added).

In assessing whether there has becn a contributory infringement, courts will determine
whether or not a component is “especially made or especially adapted for use in an
infringement” of the patent, as well as whether or not the component is “a staple article or
commodity of commerce suitable for substantial noninfringing use.” See Mentor H/S v
Medical Device Alliance, 244 F.3d 1365, 1379 (Fed. Cir. 2001) (reversing grant of JIMOL
of no contributory infringement where defendant offered substantial evidence that the
accused component was not a staple item suitable for substantial noninfringing use); C.R.
Bard, Inc. v. Advanced Cardiovascular Sys., 911 F.2d 670, 674 (Fed. Cir. 1990)
(reversing grant of summary judgment of contributory infringement because there was a
genuine issue of fact as to whether the accused component had any use except through
practice of the patented method).

2. Dawson Chem. Co. v. Rohm & Haas Co.. 448 U.S. 176 (1980)

The rationale behind § 271(c) is that a party should be liable for infringement where they
made the essential claim element, even if they did not make all the elements of the claim.
Id at 213 (“[Bly enacting §§ 271(c) and (d), Congress granted to patent holders a
statutory right to control nonstaple goods that are capable only of infringing use in a
patented invention, and that are essential to that invention's advance over prior art.”).

3. Aro Mfe. Co. v. Convertible Top Replacement Co., 377 U.S, 476 (1964)

A contributory infringer is liable for damages equal to the full valuc of the invention even
though the contributory infringer only made some of the elements of the claim; the patent
owner cannot receive damages cqual to the value of the invention from both a direct
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infringer and contributory infringer. /d. at 512 (“[Alfter a patentee has collected from or
on behalf of a direct infringer damages sufficient to put him in the position he would have
occupied had there been no infringement, he cannot thereafter collect actual damages
from a person liable only for contributing to the same infringement.”).

4. AdvanceMe Inc. v. RapidPay, LLC, 509 F.Supp.2d 593, 607 (E.D. Tex. 2007)

To determine whether there has been a contributory infringement, courts have considered
whether the “defendant supplied an important component of the infringing part” of the
claimed method or apparatus. /d. at 607; see afso id. at 627 (“MMT and Reach supplied
important and necessary components of the patented method and system by providing
capital to merchants under their programs which were only paid through forwarding of
portions of payments by merchant processors, and by providing payment instructions to
merchant processors that required performance of claim elements of the patented
method.” (emphasis added)).

5. Oxford Gene Technology Ltd. v. Mergen Lid., 345 F.Supp.2d 444 (D. Del. 2004)

In assessing whether there has been a contributory infringement, courts will determine
whether or not a component constitutes a material part of the invention. /d at 466.
(“[T]he microarray component is a material part of the invention because it is the support
upon which the claimed methods of use are performed.”); see also Rohm and Haus Co. v.
Dawson Chemical Co., 599 F.2d 685, 688 (5 Cir. 1979) (*Section 271 contains one
other requirement that the component or material ‘constitut(e) a material part of the
invention.” We here assume that propanil will also meet this test, since it is the active
ingredient in producing the weed-inhibiting effect of the patented method.”), affirmed,
448 U.S. 176 (1980).

E. Under § 271(f)(1), infringement analysis requires determining the substantiality
of claim components

1. 35 U.S.C. § 271(H(1)

“Whoever without authority supplies or causes to be supplied in or from the United States
all or a substantial portion of the components of a patented invention, where such
components are uncombined in whole or in part, in such manner as to actively induce the
combination of such components outside of the United States in a manner that would
infringe the patent if such combination occurred within the United States, shall be liable
as an infringer.” 35 U.S.C. § 271(f)(1) (emphasis added).

2. Microsoft Corp. v. AT&T Corp.. 550 U.S. 437 (2007)
Liability for infringement can attach to “components” of a patented invention. Id. at 449,

3. Moore U.S.A. v. Stundard Register, 144 F.Supp.2d 188 (W.D.N.Y. 2001)

In assessing whether there has been an infringement under § 271(f)(1), courts will
determine whether or not the components shipped by the defendant constitute a
“substantial portion™ of the components of a patented invention. Id. at 195 (defendant
had supplied “substantially all” of the claimed forms’ components because the defendant
brought the paper and glue from the United States, even though it had not bought the
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accused forms’ perforated portions); see also Rothschild v. Ford Motor Co., 2 F.Supp.2d
941, 947 (E.D.Mich. 1998) (“These three components include two bumers and a cooling
mechanism. This court finds that no reasonable juror could conclude that these three
components, taken together or viewed separately, comprise *all’ or a ‘substantial portion’
of the components making up the Ford Reclaimer.™).

F. Restriction and unity of invention determinations require identification of
essential characteristics and special technical features of claims

1. MPEP 803.02 - Markush Clatms

“Broadly, unity of invention exists where compounds included within a Markush group
(1) share a common utility, and (2) share a substantial structural feature essential to that
utility.” U.S. Pat. & Trademark Office, Manual of Patent Examining Procedure (8th Ed.,
rev. 7, July 2008) (herein, “MPEP”) § 803.02 (empbhasis added).

2. MPEP 806.03 - Single Embodiment, Claims Defining Same Essential Features
“Where the claims of an application define the same essential characteristics of a single
disclosed embodiment of an invention, restriction therebetween should never be required.
This is because the claims are *>not directed to distinct inventions; rather they are<
different definitions of the same disclosed subject matter, varying in breadth or scope of
definition.” MPEP § 806.03 (emphasis added).

3. MPEP 806.05(c) - Criteria of Distinctness Between Combination and Subcombination
“To support a requircment for restriction between combination and subcombination
inventions, both two-way distinctness and reasons for insisting on restriction are
necessary, i.e., there would be a *>serious< search burden >if restriction were not
required< as evidenced by separate classification, status, or field of search. See MPEP §
808.02.” MPEP 806.05(c).

“The inventions are distinct if it can be shown that a combination as claimed:

(A) does not require the particulars of the subcombination as claimed for
patentability (to show novelty and unobviousness), and . . . MPEP 806.05(¢); see also
Donald S. Chisum, Chisum On Patents (Matthew Bender, 2008) § 12.03 (explaining that
under MPEP 806.05(c), “[t]he Office gives three examples for guidance in applying the
first requirement, that is, that the particulars of the subcombination not be essential o the
patentability of the combination.” (emphasis added)).

4. 37 C.F.R. § 1.475 - Unity of invention before the International Searching Authority,
the International Preliminary Examining Authority and during the national stage

“(a) An international and a national stage application shall relate to one invention only or
to a group of inventions so linked as to form a single general inventive concept
(‘requirement of unity of invention®). Where a group of inventions is claimed in an
application, the requirement of unity of invention shall be fulfilled only when there is a
technical relationship among those inventions involving one or more of the same or
corresponding special technical features. The expression ‘special technical features’

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00166 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.146



VerDate Nov 24 2008

157

shall mean those technical features that definc a contribution which each of the claimed
inventions, considered as a whole, makes over the prior art.”
37 C.F.R. § 1.475(a) (emphasis added).

G. Disclosure and written description requirements may involve evaluation of
essential novelty and essential or critical features of a claim

1. MPEP 608.01(p) - Completeness

“While the prior art setting may be mentioned in general terms, the essential novelty, the
essence of the invention, must be described in such details, including proportions and
techniques, where necessary, as to enable those persons skilled in the art to make and
utilize the invention.” MPEP § 608.01(p) (emphasis added).

2. MPEP 2163 - Guidclines for the Examination of Patent Applications Under the 35
U.S.C. 112. para. |, *Written Description” Requirement

“The claimed invention as a whole may not be adequately described if the claims require
an essential or critical feature which is not adequately described in the specification and
which is not conventional in the art or known to one of ordinary skill in the art.” MPEP §
2163(I)(A) (emphasis added).

H. Patent attorneys are trained to draft claims to include non-essential features
solely to artificially increase the royalty base

I. Robert C. Faber, Landis on Mechanics of Patent Claim Drafting (Practicing Law
Institute, 5® ed., Nov, 2007)

“Claim writers pursue claims to large combinations, and particularly narrower claims to
large combinations, because royalties or damages might be based on the value of the
large combination including the invention instead of ‘the Invention.”” Id. § 8:4 (emphasis
added).

As Landis explains, prior to 1969 the Patent Office would reject claims that included
more elements than the actual invention under the formal ground of “old combination or
overclaiming.” Jd. “In keeping with its custom of discarding or drastically liberalizing
nonart rejections the C.C.P.A. threw out the classic ‘old combination” doctrine in 1969.”
Id. (footnote omitted).

2. Jeffrey G. Sheldon, How to Write a Patent Application (Practicing Law Institute,
Release 21A, Jan. 2008)

“§ 6.5.7 Claim the Environment of the Invention”

“It is always desirable to have a high royalty base in litigation. One way to do this is by
claiming the environment of an invention. Referring to the prior ‘toaster oven’ example, a
claim directed to a thermostat for a toaster oven has an inherently smaller royalty base

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00167 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.147



VerDate Nov 24 2008

158

than a claim directed to a toaster oven that includes the patentable thermostat. When
negotiating a license or arguing damages before a jury, it would be better to work from a
high royalty base that includes the entire toaster oven.”

“As another example, most waterbed mattresses are used with waterbed frames, and
many manufacturers provide frames with the mattress. Therefore, a patent directed to a
novel waterbed mattress should also include claims for the combination of the frame and
mattress to increase the possible royalty base.”

1d., § 6.5.7 (emphasis added).
3. Steve Shear, “Excerpts from Working GuideBook: Drafting Patent Claims”

(https://www.patentseminars.com/content/excerpts6.pdf?mainpage=booksforms6.asp&na
vigation=descripmenu.asp&menu=book)

“... Why is it so important to consider drafting claims covering all of the system
possibilities that the patentable product might be integrated into?

The answer has to do with damages and royalties that you might demand if your
patent is infringed and/or a third party wants to negotiate some type of settlement or
license and/or the judge/jury wants to award damages. If your patent has clainis that
merely cover the seat worth let us say $22 you will get less, no doubt, then if the patent
claims cover not only the seat but also the entire bicycle or motorcycle.

Let me take an extreme example of this. Suppose your client has invented a new
carburetor (selling for let’s say $1200) especially suitable for use in one of those Peterbilt
type over the road trucks (selling for in the neighborhood of $75,000). Clearly, you are
going to draft end product claims to the carburetor, the primary subject matter. However,
you will also want to have system claims to the truck itself including the carburetor. You
may not win a royalty of 5% of the cost of the truck should you find yourself in the
position to negotiate, but I would bet you will get more than 5% of the carburetor cost
that you would have received if you didn’t have those truck claims, which brings us to
Absolute Rule #36.

MY ABSOLUTE RULE #36

After you have drafted end product claims (the primary subject matter) covering your
invention, ask yourself (and the Inventor) if there are any systems into which the product
in question is likely to be or could be integrated. If the answer is yes, you should consider
preparing system claims including your product in order to increase (hopefully) you[r]
royalty/damage ceiling.”

1d. at 15 (italics added, underlying in original).
4, Bradley C. Wright, Drafting Patents for Litigation and Licensing (BNA 2008).

(http://books.google.com/books?id=9cdbEU_2tbwC&pg=PA 199&Ipg=PA [99&dq=paten
t+claim+drafting+damageséesource=bl&ots=Z 7p0pHFdSe&sig=Qul_il1tSEPbgEul4eHl
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RIIAuOXk&hi=en&ei=Fbu7SZHtH-Cxtw{48-
z5Cw&sa=X&oi=book_result&resnum==10&ct=result)

Section 3.1V R, “Maximizing Damages and Royalties Through Claim Drafting”

“Given that damages (whether in the form of lost profits or a reasonable royalty) will be
based on what is claimed in the patent, patent attorneys can influence the amount of
damages through careful claim drafting. Suppose, for example, that an invention relates
to a new type of speech compression that can be carried out on a computer chip. A claim
directed to the computer chip programmed with the inventive algorithm might have a
royalty base tied to the value of similar computer chips that carry out similar functions.
If such computer chips typically sell for $10 each and if a reasonable royalty is
determined to be five percent of the value of the chip, the reasonable royalty for purposes
of calculating damages would be 50 cents per computer chip. Suppose that the invention
has potential applicability in devices such as mobile telephones whose value is $100 or
more. ... Suppose further that the patent drafter has included an apparatus claim
covering a mobile telephone incorporating the novel computer chip . . .. The patent
owner would then have an easier time establishing infringement damages based on the
more expensive combination of components, because the value of the patent would be
measured by the claims. Similarly, if the patent drafter included a claim directed to a
computer system incorporating such a chip, the royalty base on which damages could be
based would also be much higher than the base for a claim covering solely the computer
chip. Consequently, giving careful thought to particular indusiries and combinations in
which the patented invention might be used can lead to claims targeting a broader
royalty base. In addition to the advamagcs these confer in lmgatxon such claims can
strengthen the patent owner’s position in licensing negotiations.”

Id., at page 199-200 (emphasis added).

I. A sample of excerpts from file histories of U.S. patents shows that examiners
often identify the inventive features of a claim as the rcason for allowance

Below is a sample of brief excerpts from the file histories of five [BM U.S. patents with
Arizona inventors. These file histories are available on public PAIR (at
http://portal.uspto.gov/external/portal/pair). References are to the Examiner's reason for
allowance for each issued U.S. patent.

1. Patent No. 7.444.478

“However, none of the prior art of record teaches that the modified scgments threshold
represents a number of segments that have been modified, as recited by the present claim,
as amended.” Natice of Allowance, page 4.

“There are many systems in the prior art that set indicators when a threshold is met or
exceeded. Claim | avoids this interpretation by also specifying that the high priority out
of sync indicator is reset when the number of modified segments is greater than the
threshold; this, in combination with the added limitation that the modified segments
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threshold represents a number of segments that have been modified, is not taught by the
prior art of record.” Id., page 5.

2. Patent No. 7.490,203

“As per independent claim 1, prior arts of record fail to teach or suggest writing by each
of the processing systems, data used by the processing system to the logical device
assigned to the processing system in the shared storage device in response to receiving
the signal and in response to obtaining the requested lock.” Notice of Allowance, page 3.

3. Patent No. 6,941,328

“Claims 2-5, 9-12, 15-17 are allowable over the prior art of record because the prior art of
record fails to teach or fairly suggest receiving operation comprising reviewing contents
of the source data to identify individual data objects therein, and also reviewing any
aggregation data objects in the source data to identify all constituent data objects thereof,
wherein the applying and forming operations are performed separately for each data
object whether in individual or apgregated form, as detailed in independent claims.”
Notice of Allowance, page 2.

4. Patent No. 7,496,952

“As per claims 1, 9, 15, and 16, generally, the prior art of record, United States Patent No.

5,941,947 to Brown et al. and United States Patent No. 6,609,113 to O'Leary et al,, fails
to teach alone, or in combination, other than hindsight, at the time of the invention, the
features as discussed and remarked upon in the response of 07/14/08. Nowhere in the
prior art is found, collectively, the italicized claim elements (i.e., ‘wherein the operation
of comparing the person's input credentials to the set of access credential information for
node users at least partially overlaps in time with the operation of comparing the person's
input credentials to the set of access credential information for admin users; wherein the
node table contains a set of access credential information for a different class of users
than the set of access credential information contained in the admin tablc’) at the time of
the invention; serving to patently distinguish the invention from said prior art.” Notice of
Allowance, page 2.

5. Patent No. 7,483,927

“In independent claim 16, a method comprising the teaching of ‘generating a token
identifying the merged metadata; and receiving a subsequent query with the token from
the client node, wherein the token is used to execute the subsequent query against the
merged metadata identified by the token,’ taken with the other limitations of the claim,
were not disclosed by, would not have been obvious over, nor otherwise fairly disclosed
by the prior art of record.” Notice of Allowance, page 2.
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Page 10

Trilateral Offices Conference: “Working Together Toward a Sustainable Patent System”
The Time Has Come to Harmonize Around the PCT

Good morning; it is a pleasure to join you today. Thanks to the EOP and President Brimelow
for hosting this meeting, and for giving me the opportunity to speak.

1 will briefly address 5 points today:

21 Century innovation environment

Challenges faced by patent system within that environment

Comments on recent efforts to address challenges

the PCT as the long-term sustaining answer

End with animated demonstration of a future vision for patent officcs working together
under the framework of the PCT

e

s Looking at innovation environment starting off the 21* century, you see major shifts
taking place:

IP is becoming the focus of competition

Innovation is the top CEO level concern

New models for collaboration have taken hold

Clearly, we need a strong patent system in this environment, but it also needs to be

more integrated, open, flexible

O 0 0o

o And then there are the patent system challenges, reflecting these major trends:

» Filing rates are increasing,

= Patents are becoming increasingly important as information and inventions
become more valued assets.

* The time from idea to product is shrinking, further stressing a system already
collapsing under the load.

= Wealso know that these issues are not localized, but that the importance of
patents and innovation is expanding globally, prompting interests in developed
and developing countries worldwide.

o The goal in addressing these problems is not merely to maintain or sustain, but to
change the global patent system to meet the demands of the 21* century. The
problems — they’re shared problems — shared among patent applicants and the
offices — and the solutions will be - must be — shared solutions, with all members of
the patent community changing our practices.

* The recent announcement by the trilateral offices plus SIPO and KIPO of a cooperative
framework is a positive step. But there is lots more we can do:

o We need to take cooperation and collaboration among patent offices to another
level so that duplication of effort is minimized and trust among the offices is
maximized. Said differently, together we must do with the collective major patent
offices what we’ve alrcady done in the business world to benefit from globalization
and collaboration opportunities brought about by information technology advances.
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Page 2]

There we already facilitate, expect, and even demand that colleagues collaborate
across time zones, languages, companies, and different legal regimes. We tie
supply and value chains together end-to-end globally — systems and processes
involving far greater complexity and far more people than are involved in all the
patent operations around the world put together.
o If we can do it in the business world, we — together — can do it in the patent world.
o What is needed:
= A global collaborative program that creates real leverage:
= More than just an examiner receiving a document from another examiner and
taking action in isolation, but a process by which examiners (and others as well)
exchange insights, facts, views, strategies, and perspectives on a real-time basis.
= This type of interaction not only saves time but enhances examination quality in
the various offices, enabling best practices, best prior art, and best arguments to
enhance the operations of all the offices.

This type of collaboration will require some courageous actions — implementation of
ideas that challenge old assumptions and interests. But, as the challengcs intensify, so
must our creativity and fortitude to address those challenges.

The problems we’re discussing here are global - they affect all industries across all
geographies. To address them, the patent system must evolve to operate globally and
cooperatively.
o Bilateral treaties are helpful toward probing for best practices, and for gradually
untying Gordian knots. But bilateral treaties are inherently sub-global, and sub-

optimal.

So we’ve got some tough problems, and some current solutions that are sub-optimal.
But a comprehensive solution is available to us ~ it’s the PCT.

We can address our myriad challenges through the framework of the PCT — it is the
closest existing framework to what is needed.

o The uniformity of procedure, the widespread acceptance of PCT, the openness
of participation, and openness in process provide a good and efficient
foundation for strengthening the infrastructure of the global patent system.

o The common timescales of the PCT provide a framework to synchronize the
work of patent offices and facilitate truly global search and examination.

As a first step toward a common PCT-based system, industry and offices should agree
on a standard of search and exam that has broad acceptability and applicability across
geographies. This standard should focus on process (e.g. databases to search...) rather
than substantive patent law.
o With groundrules set, real efficicncy and real collaboration during search and
search report preparation can be achieved.
o With groundrules set, collaboration can take place across worldwide patent
offices, between patent offices and the public, and among the public.
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o With groundrules set, common work-saving tools can be used by examiners
worldwide to achieve uniform, superior, more certain results

THE PCT HAS SHORTCOMINGS, BUT THEY CAN BE OVERCOME

e Trust and credibility across patent offices can be established.

o Interational searches conducted in some offices are not trusted in other offices
— but there would be no such issue of trust if all offices participated in the
international search.

o International examiner opinions from some offices are not universally respected
- this arises from variations in patentability standards, differences in grace
periods, variations in patentable subject matter; numbers and styles of claims,
etc — but again, with collaboration, the important issues would surface and be
addressed at the earliest possible stage of examination.

* International search and examination are not currently broadly accepted, or in some
cases, even used in the national search and examination
o With rigorous application of the framework already embodied in the PCT,
international search and examination can be unjformly raised to a global
standard — then international search and examination will be uniformly
accepted.

WHAT WE (INDUSTRY AND PATENT OFFICES) NEED TO DO

o Three major actions are needed.
e First, it’s the PCT: recognize that the PCT is the appropriate direction.
o Embrace the PCT as the framework of choice to improve the system to address
our many challenges.

e Second, establish quality standards among the trilateral patent offices:

o Define what it means to perform a quality examination. Standardize across
offices, and tie to rewards and accountability.

o Drive improvements in the quality of search and exam to a new level that yields
search results and examiner opinions having credibility and applicability
everywhere => grow trust and confidence in the PCT.

o Specifically, create the “global” search where:

® Search examiners from multiple offices/geographies define, share and
evolve search terms, then focus on searching their own portion of the
prior art. ’

* The international search becomes global search, including results from
multiple collaborating search examiners.

* Peer to Patent which has been endorsed by U.S. President Elect Obama,
is utilized to enhance search results by leveraging collaboration with and
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among the public — particularly in a multilateral format instead of

multiple, separate efforts.

o Capability of P2P could be expanded - results of collaboration
automatically sent to all offices that have counterparts of the subject
application.

o Pilots began in US in 07, Japan in 08 (UK planning for 09, other
countries also considering). Experience to date in U.S. and Japan
very encouraging.

= Moreover, comments of an examiner from another office should be
considered presumptively correct — especially where examiner cites and
translates the meaning of a document in his/her native language.

Applicant must challenge/overcome the presumption if desired.

o This leads to the global quality examination: Drawing on the search results,
examiners automatically find and collaborate with each other electronically to
ensure common understanding and application of the prior art - sharing
materials, ideas, approaches, objections, exam reports, relevant art, and
information properly submitted by others.

e Third, and finally, the PCT-based vision of examiners across the trilateral offices

collaborating during application examination will require 21* Century tools to
effortlessly facilitate that collaboration.
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IBM Intellectual Property Law

Working Together Toward
A Sustainable Patent System

David J. Kappos
Vice President and Assistant General Counsel
Intellectual Property Law

© 2008 1BM Corporation.|
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The future

! IBM Research Communications

2 O
s O
QL D
5 =

cC
e o
a O
L ]

Environment

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00176 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.156



VerDate Nov 24 2008

167

N m‘v:ﬂ

p;iiii

]

i

!
1

©720608 1BM Corporation

£
L
®
N
©
R
=)
O

l IBM Research Communications

Challenges faced by patent offices
Workflpyy
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Advances in patent office collaboration

European Patent Office (EPO)
= Korean Intellectual Property Office (KiPO)
= Japan Patent Office (JPO)

= State Intellectuat Property Office of the People’s
Republic of China (SiPQO)

United States Patent and Trademark Office
(USPTO)

) ©2008 1BM Carporation
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Collaboration: the road ahead
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| iBM Research Communications

Real-time collaboration
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USPTO Examiner EPO Examiner
) © 2008 1BM Corporal
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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF VIRGINIA
(Alexandria Division)

SMITHKLINE BEECHAM CORPORATION,)
d/b/a GLAXOSMITHKLINE, SMITHKLINE )
BEECHAM PLC, and GLAXO GROUP

LIMITED, d/b/a GLAXOSMITHKLINE,

Plaintiffs,

v, Civil Action No. 1:07-CV-01008-JCC-TRJ
JON W. DUDAS, in his official capacity as
Under Secretary of Commerce for Intellectual
Property and Director of the United States
Patent and Trademark Office, and

UNITED STATES PATENT AND
TRADEMARK OFFICE,

Defendants.

R A L NN L N RPN NI N

DECLARATION OF DAVID J. KAPPOS, ON BEHALF OF IBM, IN SUPPORT OF
AIPLA AMICUS BRIEF IN MATTER
OF GSK PRELIMINARY INJUNCTION MOTION TO STAY NEW PTO RULES

I, David J. Kappos, declare under penalty of perjury that:

I am the Vice President and Assistant General Counsel, Intellectual Property Law, of
International Business Machines Corp. (“IBM”). The matters rcferrcd to in this declaration are
based on my personal knowledge and if called as a witness 1 could, and would, testify
competently thereto.

1. International Business Machines Corp. (“IBM™) of Armonk, New York, employs over
380,000 people worldwide in its information technology business with over 120,000 of
those employees being in the United States.

2. IBM spends approximately $6 billion each year in developing leading edge products and
services across a broad range of computer hardware, software and services, and in

performing advanced research in laboratories in the United States, Furope and Asia,

-1-
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3. In addition to its own innovation in product and service development and advanced
rescarch, IBM collaborates with others including those at universities and many other
information technology entcrprises.

4, IBM attracts the highest caliber of information technology scientists, product developers,
and technical personnel. IBM employees have received honors and recognition from the
scientific community including 5 Nobel prizes, 10 inductions into the National Inventors
Hall of Fame, 5 National Medals of Science, 6 Turing Awards and numerous
memberships in the National Academy of Sciences and National Academy of
Engineering.

5. Many IBM employees are inventors and, as a result, IBM has been the number one U.S.
patentee for the past 14 years.

6. IBM is aware of the new USPTO rules published August 21, 2007, and is currently
engaged in an intensive effort to determine what is required to comply with the new rulcs,
and to undertake the actions necessary to effect compliance.

7. Due to retroactivity requirements imposed by the new USPTQ continuation and claims
rules published August 21, 2007, IBM will be required to review its entire portfolio of
over 25,000 pending U.S. patent applications filed before November 1, 2007 (the
effective date of the new USPTO rules) to identify each of its pending patent applications
which, even by chance, has a common inventor and the same filing date (or claims the
same benefit or priority date) as another pending IBM U.S. patent application or issued
patent, since IBM must identify all such "related” cases to the USPTOQ under new USPTO
Rule 78(f)(1).

8. An initial search shows IBM has nearly 30,000 “related” pairs of cases to consider and
approximately 10,000 of such "related” cases to identify to the USPTO under new Rule
78(f)(1). The vast majority of these cases were filed before the new rules were published

or otherwise known to IBM, and all were filed before the effective date.

2-
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9. Once such "related” cases are identified, the new USPTO rules require IBM to review the
"related” cases to determine if they have "substantial overlapping disclosure” and, if so,
IBM must take action as set forth in new USPTO Rule 78(f)(2) to address a newly
created rebuttable presumption of "patentably indistinct” claims under new USPTO Rule
78(£)(2). IBM expects that in a large number of cases this action will require preparation
and filing of rebuttals explaining how the “related" cases contain only patentably distinct
claims, or filing of terminal disclaimers with explanations of why there are two or more
"related” cases containing patentably indistinct claims.

10. If the arguments made by IBM in response to the Rule 78(f)(2) requirements are not
accepted, IBM will likely be forced to cancel claims or combine patent applications. Any
claims cancelled will mean an irreparable loss of rights in patent applications filed before
the new rules were in effect, published or otherwise known.

11. To comptly with the retroactive requirements of new Rule 78(f), IBM must start incurring
expenses now to change its internal patent application docketing system, to locate and
track the thousands of pre-existing “related” cases that must be identified to the USPTO,
and to prepare to take action in those pre-existing cases as required before the February 1,
2008, deadline set for those actions under the new USPTO rules.

12. To comply with the retroactive requirements of new Rule 78(f), IBM must also start
incurring outside counsel expenses now to obtain advice on complying with the
requiremnents with respect to thousands of applications outside counsel are handling for
IBM.

13. To comply with the retroactive requirements of new Rule 78(f), IBM must also begin
changing its patent applicatidn prosecution practices in pre-existing applications, which
will irreparably result in a loss of intellectual propersty rights for applications which were

in proper form under the previous USPTO rules but which now need either to have

3.
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claims cancelled or to have the application abandoned to comply with the new USPTO
rufes.

14. To comply with the retroactive requirements of new Rule 78(f), initial estimates are that
IBM will incur over 10 million dollars in legal fees and internal expenses, not including
the loss to IBM of the value of intellectual property rights foregone by IBM to comply
with the new USPTO rules.

15. The expenses IBM incurs in respending to the retroactive requirements of the new rules
will divert resources that otherwise would be directed to the protection of new IBM
intellectual property. This diversion will result in irreparable loss to IBM of intellectual
property rights.

I declare under penalty of perjury that the foregoing is true and corrcct, to the best of my
knowledge and belief.

Executed on this 24th day of October, 2007.

David J. Kappos

A
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Honorable Jon W. Dudas
QOctober 22, 2007
Page 2

(2) Compliance with new Rule 78(f)(2) for applications filed before November 1, 2007
does not help improve patent quality or reduce the backlog of unexamined patent
applications being handled by the USPTO and may even incrcase patent application
pendency. Applying Rule 78(f)(2) to currently pending applications will only result in
the USPTO receiving many new prosecution papers such as reports of “related” cases,
rebuttals of presumptions of patentably indistinct claims, terminal disclaimers with
explanations of why there are two or more pending applications with patentably indistinct
claims, etc., which USPTO Examiners will need to review and act upon. This will
consume substantial Examiner time, thereby slowing prosecution of these pending
applications. However, this activity is unlikely to reduce the number of pending patent
applications beyond what would result from current prosecution which already requires
patent applicants to disclose to the USPTO information material to patentability under
Rule 56. The net effect is increased burden on Examiners with little or no reduction in
the backlog of pending patent applications beyond what the USPTO will achieve under
the new rules applied only prospectively, in conjunction with current Rule 56.

(3) Compliance with new Rule 78(f)(2) for applications filed before November 1, 2007
unnecessarily impinges on patent application filing strategies applicants may have
undertaken in the past in full compliance with USPTO rules in effect at that time. For
example, an applicant who may have separately filed on the same day related apparatus
and method claims in properly cross-referenced patent applications with a common
specification and common inventor, or who is prosecuting in parallel continuation or
divisional applications with claims in different statutory classes, will likely need to
comply with the rebuttal requirements of new Rule 78(f)(2)(i1)(A) which could limit
claim scope in both applications. This would be unnecessary if new Rule 78(f) applied
only to applications filed after November 1, 2007. Going forward, patent applicants can
adjust their filing strategies in view of the new USPTO rules in ways not possible with
respect to their pending patent applications filed before November 1, 2007.

In view of the foregoing, we request that the USPTO waive the requirements of new Rule
78(f) for all patent applications filed before November 1, 2007

Sincerely,

David J. Kappos
Vice President & Assistant General Counsel
Intellectual Property Law

cc:  Hon. Margaret J. A. Peterlin
Hon. John J. Doll
James A. Toupin
Eleanor Meltzer
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Drawbacks of the current system

- Duplication of effort by the different patent offices
» Reduced legal certainty for the applicant and the public at
large
« Unnecessary expenses at patent offices, passed on to
applicants

« Longer processing times

— Duplication of effort by applicant, who must submit the
same information in different ways, on different forms and
in different languages for each patent office.
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The proposed solution

» Generic Prior Art Citation Document
- To be used by all patent offices and applicants,
- In all circumstances concerning the recordal of prior art documents,
» Official search reports,

» US information Disclosure Statements and
+ EPO post filing acknowledgement of the prior art

-~ The document is based on the PCT International Search Report form, and
as such would be easily adopted for PCT and EPO searches

— A family of patents will gather a number of citation documents as the
individual family members progress, which wili lead to the formation of a
contiguous series of documents listing all prior art relevant to the family as
a whole.

- A standard Generic Citation Document specification is recommended,
defining the format of the document.
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CITATION DOCUMENT

Citation Document Type rndex

{Appiication no.

ansectitive numbaring of
YRR K-tation documents for the
patent family

wnsutmd‘&uring the searéh (name»c@déta basé and, where pf

DS only

C. DOCUMENTS CONSIDERED TO BE RELEVANT

xamine:

Citation of document, with indication, where appropriate of the relevant passages ‘cluntary
niials* omments
ttached
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Advantages of the proposed solution

= Facilitates reuse of search and disclosure information from earlier
related applications.

— Standard layout means that the form can be completed or understood
even if it is in a language with which the user is unfamitiar

* Promotes the establishment of a single repository of citation
information for a patent family as a whole, augmented by different
protagonists during the course of patent examination.

» Complements and enhances the search sharing proposal of the
five major intellectual property offices (IP5) by ensuring that
citations from each office are available in a standardised form
easily recognizable to the examiners of other offices.

Reflects the IP5 goal of reusing and building upon the work of
other offices.
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Pfopgny Law

David J Kappos
Vice President and Asst. General Counsel, IBM
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US Patent Reform: Is it Within Reach?

David J. Kappos
Vice President & Assistant General Counsel
| IBMIP Law & Strategy
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_ | Inellectual Property Law & Strategy .

The Need for Reform is Growing

= Weakening economy

= Diversion of innovation resources to litigation issues
= Continuing crisis in patent quality

» Growing backlogs

= Increasing interconnectedness of products,
components, technologies

= Global integration requires more harmonious systems

~{"&pin. 2008 "
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Intellectual.Property Law & Strategy

Is the Glass Half-Empty or Half-Full?

* Reasons for Optimism: Reasons for Concern
— FTC engagement Lack of PTO engagement
- Strong support in major industries Past stalling of legisiation
~ Latest legislation moving quickly Entrenched polar interests
~  Administration commitment to US falling behind in reform
transparency

— Recent court rulings

“We cannot be in the 21st

century with a 50 year-old “At any time, but certainly as our
patent system.” economy remains in crisis, the
’ last thing we should be pursuing
- Sen. Patrick Leahy are approaches that could
; undermine investments in our
future.”

- Coalition of labor unions
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Intellectual Property Law & Strategy .

Congress is Actively Seeking Legislative Solution

= 2007: Progress Stalled 2009: New Momentum

~ Passed by House but Senate Bi-cameral, bi-partisan bill
never voted introduced

— Presidential election Senate hearings held guickly
intervened Venue, post-grant opposition

— Venue, damages, inequitable appear resolved
condu‘c?, post-grant AQS omitted, inequitable
opposition, AQS all conduct omitted for now
unresolved

Consensus building around
approach to resolve
damages issue

~{"Apri-z008,
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Intellectual Property Law & Strafegy ...

Courts Helping Pave the Way

2007 2008 2009
Damages Quanta Gateway?
Venue Volkswagon
Obviousness KSR
Patentable Subject Bilski

Matter
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| Intellectual Property Law & Strategy

Resolving Related Issues

= Deferred examination

» Innovation tools for patent quality and transparency
are working
— Peer to Patent
- PQi

=« Tri-lateral discussions on Research sharing
- LC.E.
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David J Kappos, Esq.
Vice President and Assistant General Counsel, IPLaw and Strategy
IBM Corporation

pumzxm AIPPI Meeting — September 2008 www.wbcsd.org

»» eco-patent

WBCSD Liaison Dalegate Meeting
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= A new initiative launched by four companies and the WBCSD on
January 14, 2008
+ IBM, Nokia, Pitney Bowes and Sony

= A collection of patents that directly or indirectly improve or protect
the environment

= Patents are pledged by companles and other intellectual property
rights holders
+ Made available to anyone for use free of charge
» Provided on dedicated public Web site hosted by WBCSD

= A leadership opportunity for global business to help protect the
planet

AT gt AIPPI September 2008 2
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= Sharing patents that protect the environment is a way to:

— Address a wide range of challenges and threats to our planet
— Foster new collaboration and innovation

= Businesses may hold patents that provide environmental benefit
and are not an essential source of business advantage for them

— May provide greater value in a public commons
— Businesses not expected to contribute their ‘crown jewels’

= The Commons facilitates sharing such patents to promote eco-
efficiency and sustainable development

* Enables technology innovation to meet social innovation

@ i divaid AIPP! September 2008 3
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Lot

= Patents pledged must be for innovations that provide
‘environmental benefits’
— As either their direct purpose or as an indirect benefit

= Examples of environmental benefits:
- Energy conservation or efficiency
— Pollution prevention (source reduction, waste reduction)
— Use of environmentally preferable materials or substances
— Materials reduction or increased recycling ability

Which patents are pledged is at the discretion of each business

A business need pledge only one patent to join the Commons

AIPPI September 2008 4
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Provides an efficient channel for sharing innovations

Provides a catalyst for further innovation
» Can facilitate collaboration and new business opportunities
» Can reduce development cost for environmentally sound innovations

Helps introduce the pledger’s technology and vision of the future
to others — who may select the technology and adopt the vision

Allows patent pledger to terminate as to those who assert patents
against the pledger

Provides global recognition for leadership in fostering sustainable
development

AIPP! September 2008 5
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* The Eco-Patent Commons provides free access to patents they
can leverage to improve the environmental aspects of their
operations

= The information is readily available in one easily accessible
place

= Provides an avenue by which they can identify and connect with
others with whom they may want to partner on further innovation
and development

= Enables them to participate in furthering sustainable
development

@ foslvontining AIPPI September 2008 [
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» Contact any of the representatives on the next slide to express
your interest and discuss joining the Eco-Patent Commons

= Contact your Intellectual Property function and examine your
business’s patent portfolio

= |dentify patents your business may want to contribute to the
Commons

= Even one patent is sufficient for participation and can make a
significant difference in helping to further sustainable
development

@ oy AIPP| September 2008 7
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Lo

Wayne Balta
Vice President, IBM Corp. Environmental Affairs & Product Safety
IBM Corporation

B

c

RIS

Marc A. (Sandy) Block

George Weyerhaeuser
Senior Fellow, President’s Office, WBCSD

AIPP} September 2008 8
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| Inteliectuat Property Law

The Intersection of IP and Collaborative

Innovation
e S 2
The lmvenioes §
CForem —
L g 2 Now Uniersty & sty 7222
B 1 1P Marketplace

1

P
o

o
g.,OPENXNNOVAT!ON

NETWORK 3

T T INTERPAT, 2008

= 1B Establishes Worldwide Patent Poliey to Promote
Innovation

** Pledges Thousands of Hours to Community Review of Patent
Applications; Reduction in Business Method Patenls

ARMONK, NY - 26 Sep 2006: [nspired by a two-month, orline forum
invalving dozens of experts, 1BM {NYSE: IBM) today formalized a new,
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intellectual Property Law

IBM Corporate Patent Policy
» Share responsibility for : .
patent quality .

iz Websr (Sign outl

» Substantial technical
content

» Dedicate business o =TT L

fd h
1 Marketptace - Infroduction L" s

method patents to public
domain
» Community Patent Review
FEPOETREL. MED

* Provide transparency of ~ [aaenichy
. I TSNS ELE
patent ownership NS0 BT
XN
= Operate with integrity in j

all relationships

T TTemeaT.2008
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Fordham IP Law Institute
16t Annual Conference

David Kappos
VP and Assistant General Counsel
Intellectual Property Law, IBM
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IBM Research and intellectual Property... - - -

Legislative Initiatives

Proposal

-

Oct ‘00 March ‘03 March ‘04 May ‘07 Feb ‘08 May 08

Fordnam iP Law Conference~
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_| 1BM Research and Intgllectual Property....-

European Community Patent
= Unitary patent covering all 27 EU countries
» Same scope in all countries

» Reliable litigation system

» Reasonable cost for applicant
= High quality patents

= Granted by EPO
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..} 1BM Research and intellectual Praperty ... -
Language Challenge

* Flexible community patent
» Geographic coverage
» Translate for desired countries

= Central translation service

= Alternatively, limited translations
» High patentee cost
» Inadvertent infringement

Fargham'IP Law Conference
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-| 1BM Research and Intellectual Property..
Soft IP

= EPO ‘Blue Skies’ Scenarios: system
with no injunctions SCE%?EIFOUSI{J%E
» Align with global shift to interoperability,

open standards, collaborative
development

o —
Wt bl ey g s e AT

» Licenses of right

» Patent pools

» Corporate goodwilt

» US court injunctions discretion

» EU Patent Jurisdiction injunctions
discretion

! fordham t® taw Conterence— =7, ©2008 (BM Corporal
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= Community-wide coverage from
single filing and prosecution

= Reasonable costs
= Licenses available
» Standards-friendly

= Community patent and national
patents still available

| Fordnam 1P Law Conference— = .- _
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Calling The Pitches:
US Intellectual Property Laws
in an Era of Legislative Deadlock
and Supreme Court Activism

David Kappos, IBM

Vice President & Assistant General Counsel
Intellectual Property
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Agenda

America’s Sport Goes Global

A Patent System Wild in the Strike Zone
The State of Play

The Players

The Umpire Steps In

After the Seventh Inning Stretch: The
Prospects for Reform in 2007
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America’s Sport Goes Global

We’'re all in a global innovation game
Competition

— From all over the world

— From all size of enterprises

Technology widely available across globe
— Accelerates transmission of ideas

— Accelerates transformation of idea into commercial
embodiment

Product Life Cycles Shorter

— New products brought to market more quickly than
ever before
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America’s Sport Goes Global

« Globalization forces can
also be destructive

+ Delicate balance

* Loss of balance can
discourage investment
required for innovation
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America’s Sport Goes Global

» How do we encourage
investment in innovation in the
face of increasing globalization?

+ How do we level the playing
field?

A strong but fair
patent system
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A Patent System
Wild in the Strike Zone
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The State of Play

» Obtaining Patents o

— Qver-protection
« Subject matter over-extension
+ Erosion of patentability standard
+ Gaps in examination
— No post-grant opposition

~ Limited prior art
submission/explanation

— Under-protection:

» PTO pendency
= Claim construction

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00270 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.250



VerDate Nov 24 2008

261

)

The State of Play

— Treble Damages
— Lottery Mentality

+ Enforcement
— Damages
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A\

The State of Play

— Inequitable Conduct

« Additional problems
— Harmonization
— Prior users
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The State of Play

+ Legislative response
— Failure to act

— Failure to build
consensus

— Failure to overcome
partisan conflict

10
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The Players

— Information Technology

— Financial Services

~ Pharma

— Bio

— Industrial Chem Companies
- USPTO

— Inventors/IP Attorneys

— Courts

-~ Academic Commentators
— Congress

1
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The Umpire Steps In

« Roberts Court Active:

— MercExchange v. eBay
(2006)

— Medimmune v. Genentech
(2007)

— KSR International v.
Teleflex

— ATT v. Microsoft

- Laboratory Corp of
America Holdings v.

Metabolite Laboratories,
Inc. (2006, DIG)

“/
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The Umpire Steps In

« MercExchange v. eBay

-~ Decision overturned
Federal Circuit

— Holding: Upon reaching a
finding of infringement, a
court should consider
equitable factors to
determine whether an
injunction is required,
rather than automatically
granting an injunction in the
absence of “special
circumstances”.

13
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The Umpire Steps In

+ Medimmune v.
Genentech
- Decided 1/07

- Decision overturned
Federal Circuit

~ Holding: A patent licensee
need not cease payment of
royalties, thereby
committing a breach of its
license agreement, in order
to meet the requirements
for filing a Declaratory
Judgment.

14
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The Umpire Steps In

« KSR International v.
Teleflex

— Decision expected by
March 2007

— Obviousness: Must a
“suggestion, teaching,
or motivation” to
combine be present to
show obviousness?

4
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The Umpire Steps In

« ATT v. Microsoft

— Supreme Court
argument Feb 21

— Extraterritoriality:
When are overseas
sales subject to US
patent statutes?

16
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The Umpire Steps In

» Laboratory Corp. of
America Holdings v.
Metabolite Laboratories,
Inc. (2006, DIG)

Impassioned Dissent
» Dismissal inappropriate
« Would have invalidated
patent, reinforcing long
standing precedent that
natural phenomena are
not patentable

» Negative comments re:
State Street Bank, the
Federal Circuit decision
holding that business
methods are patentable

“/
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The Umpire Steps In

« Summary

— Roberts Court stepped
in early and continues -
to step in often

— Taking on wide range
of patent issues
» Known problem areas

18
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After the 7! Inning Stretch:
Prospects for Reform in 2007

e 2007 Reform is a real
possibility
— Senate and House

bills expected to
emerge early this year

— Opportunity to restore
balance to the patent
system and encourage
real innovation

19
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After the 7t Inning Stretch:
Key Legislative Issues

Litigation

Harmonization

First to file
Filing in assignee name
Publication 18 months after filing

Elimination of best mode
requirement

Prior user rights

Patent Examination

Post grant opposition

" Inter partes reexamination

Third party submission of prior art
Continuation applications
USPTO fee diversion

Duty of candor/inequitable
conduct

Apportionment of damages
Willful infringement
Extraterritoriality

Venue

Interlocutory appeails
“Loser pays” costsffees

20

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00283 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.263



274

After the 7" Inning Stretch:
Let's Make Reform Happen

» Patent Community
must work together
— Taking a long-term
view
— Engaging all players to
achieve a durable
consensus

21
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22

A New Game in the Making

Batter Up!
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Page 43

@ LexisNexis

15 of 26 DOCUMENTS

Copyright 2007 AFX News Limited
AFX International Focus

April 30, 2007 Monday 10:26 PM GMT
LENGTH: 8§74 words
HEADLINE: Court cases threaten weaker patents

BODY:

WASHINGTON (AP) - The Supreme Court on Monday delivered two decisions that experts say weaken the value
of patents, fueling criticism that technological innovation, particularly in the biotech and pharmaceutical sectors, could
be hindered.

In the more important of the two cases, the court made it simpler for companies to challenge patents on the grounds
that they cover products that are obvious combinations of existing technologies. Under U.S. law, an invention must be
new, useful and not obvious in order to merit a patent. The case involved Canada-based KSR International Inc. and
Teleflex Inc., based in Limerick, Penn.

In the second case, the court curtailed the reach of U.S. patent laws overseas, ruling in favor of Microsoft Corp. in
its dispute with AT&T Inc. over Microsoft's sale of Windows software outside the United States that allegedly infringed
AT&T's patents. The decision will likely reduce damage awards in patent cases by excluding patent infringement over-
seas from consideration.

Boston University law professor Dennis Crouch wrote on a popular Supreme Court blog, Scotusblog, that because
of KSR, patents will be more difficult to enforce and easier to invalidate.’

'The AT&T case,’ he added, 'cuts in half the value of many of today's most valuable software patents.’

The Supreme Court's recent interest in patent law -~ it has taken up a half-dozen cases in the field in the past two
years, an unusually large number -- reflects the greater role patents play in the U.S. economy, as companies earn more
revenue from licensing patents and patent litigation has increased by 50 percent in the last ten years.

IBM Corp., which regularly tops the annual list of top U.S. patent recipients, receives approximately $900 mitlion
in revenue from licensing its patents and other intellectual property to other companies. David Kappos, assistant gen-
eral counsel at IBM, said that figure is an increase from the low millions’ in the early 1990s.

Microsoft is a big winner in the two decisions today. The court's ruling in the AT&T case throws out the use of
worldwide product sales as a basis for calculating damages in patent infringement suits, a formula that has resulted in
large judgments against the company in other cases.

A jury hit Microsoft with $1.52 billion in damages earlier this year in a suit filed by Alcatel-Lucent, and a separate
Jjury awarded Eolas Technologies Inc. and the University of California $521 million in damages from Microsoft. Both
damage awards were calculated based on worldwide sales of Windows software.

In addition, Microsoft and many other high-tech companies, including Cisco Systems Inc. and Inte! Corp., had filed
friend of the court briefs in the KSR case, urging the couri to ease the standard for demonstrating that a new product is
obvious. The court largely decided as the companies had urged.

The companics wanted a more flexibie ‘obviousness' standard that would make it eagier for patent examiners to re-
Jject applications for trivial innovations or obvious combinations of existing products. Spurious patents have contributed
to the recent increase in patent litigation, they argued.
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Page 44
Court cases threaten weaker patents AFX International Focus April 30, 2007 Monday 10:26 PM GMT

Kappos said that the court's decision means, 'if you want a patent, you actually have to invent something.'

The biotech and pharmaceutical industries, meanwhile, were on the losing end of the KSR case. Groups from both
industries filed friend of the court briefs in support of the obviousness test that the court ruled was applied too narrowly.

Hans Sauer, associate general counsel at the Biotech Industry Organization, which represents companies such as
Amgen Inc. and Gilead Sciences Inc., said that a weaker patent regime can make it harder for new biotech companies to
attract venture capital or other investment.

That investment can be crucial when a small firm is seeking millions of dolars to bring a new drug to market, he
said. The first question investors will ask, Sauer said in 2 March interview, is whether the patent will stand up in court.

Sauer said that the biotech industry has already been negatively affected by a decision the court made last year in a
case involving eBay Inc. and a small, Virginia-based company known as MercExchange.

In that May 2006 case, the court said that if a company has been found to infringe a patent, an injunction barring
production of the infringing good should be granted on a case-by-case basis, rather than automatically.

And in January 2007, the court said in a dispute between biotech firms MedI| Inc. and G tech Inc. thata
company can challenge the validity of a patent in court, even if it continues to pay fees to license the patent. That could
make patent challenges more likely, patent experts said, by enabling companies to seek to have a patent declared invalid
without having to take the risk of violating the patent, which can result in triple damages if a company loses its case.

But Kappos argued last week that the eBay and Medlmmune decisions have resuited in only modest changes to the
patent system.,

'T don't think the Supreme Court has overcorrected,” Kappos said, or ‘diminished the value of patents.'
Copyright 2007 Associated Press. All rights reserved. This material may not be published, broadcast, rewritten, or
redistributed.

LOAD-DATE: April 30, 2007
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This article appeared on page E - 1 of the San Francisco Chronicle
Wired: We Are All Patent Reviewers
Wired: We Are All Patent Reviewers

hitp://blog.wired.com/business/2008/1 1/we-are-all-pate.htm}

By JeffPHowe November 20, 2008 | 10:24:17 AMCategories: All Things Digital

There are many areas of government over which Obama has pledged to wave the magic
wand of reform. And given the severity of the current economic crisis, fixing the system
by which the US awards patents and trademarks has presumably been placed on the back
burner. If that's the case, it's a shame, because the patent system's problems have reached
tragi-comic proportions. As of early 2008 (when I last researched the matter for my book)
it took an average of 2.5 years for an application to work its way through the USPTO,
which has a backlog of more than 1 million applications. The 5,500 examiners
themselves are notoriously underpaid and overworked, and can only allot twenty hours to
teview even the most abstruse patents. Further hampering the process, reviewers rarely
posses expertise in computer science and aren't allowed te consult the Internet in their
research, relying instead on the USPTO's own database of prior art. The result? An
increase in undeserving patents and a Gordian Knot of conflicting claims. Unsurprsingly,
patent litigation has doubled since 1990, at an average cost of $2 million per lawsuit.

In my book I chronicled how Beth Noveck, a professor at New York Law School, was
trying to harness the network—which is to say, all of us—to improve the process. She
launched Peer-to-Patent in June of last year, in cooperation with the USPTO, as well as
such companies as IBM and Microsoft, whose outsized patent portfolios exercise a
magnetic force for frivolous litigation. How it works: Post applications to the public, and
let interested parties submit prior art and comment on the claims. The wisdom of crowds
will do a betier job of determining validity, the logic goes, than a single reviewer. I'm a
fan, as I make clear in my book, but to judge by the number of participants (2352
members have submitied 274 instances of prior art), it's failed to gain the level of traction
that would—and I'm speculating here—persuade the USPTO to adopt Noveck's
methodology across the board.

Now a new model has emerged: On Monday a company called Article One Partners hung
up its shingle. It's like Peer-to-Patent, in that it relies on the collective intelligence of the
public. It's unlike Peer-to-Patent in that it offers money—up to $50,000—for anyone that
can provide documentation that an existing patent either is or isn't valid. My colleague
Julian Sanchez at Ars Technica (now part of the Wired empire) notes that this isn't
entirely original, and perhaps Article One—which has filed for patent protection—is
guilty of patent infringement itself. That's not quite right—in fact, Article One is working
with Noveck. It will pay Peer-to-Patent contributors if they submit prior art that is
accepted by the non-profit.

No, my problem with Article One is that it would seem to create the prospect of freelance
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IP mercenaries, with a cash incentive to dig up material that would assist possible
plantiffs in a suit, leading to a further, unwelcome increase in court dockets. I could be
wrong (and if I am, I'm sure AOP will be the first to tell me), but my impression is that
whereas Peer-to-Patent asks its community to review patent applications, Article One
asks its contributors to review existing patents. This strikes me as a horse of a different
color, and one that patent lawyers might consider with some relish, and judges with a
sigh of exhaustion.

Now, I'm not entirely unaware of the contradiction in my complaint—part of the solution
to aforementioned Gordian Knot it to invalidate patents that shouldn’t have been granted

in the first place. But the problem is that given the complexity of many of the patents in,

say, computer sciences or biotechnology, originality is in the eye of the beholder—or, as

it often happens, a judge.

At any rate, I'm excited to see Article One launch for one reason: It offers an unparalled
window into what may be the most fascinating, and thorny, aspects of research in
community production: What motivates the contributors? Will more people contribute to
Article One than have participated in Peer-to-Patent? If so, what's the signal to noise
ratio? Did the cash incentive bring out the idiots and the trolls? All interesting questions
that time will surely answer.
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National Public Radio - Talk of the Nation/Science Friday - Advice for
Aspiring Inventors (David Kappos interview)

17 August 2007

Advice for Aspiring Inventors

IRA FLATOW, host:

This is TALK OF THE NATION: SCIENCE FRIDAY. I’'m Ira Flatow.

August is National Inventors Month. So this hour, we’re honoring inventions and
inventors of all kinds. If you’re an inventor or you want to be one, this hour could be life
changing. Our guests include two inventors who are experts at helping you get your idea
from your shop, or your basement or your PC to store shelves and, possibly, Intemet sales.

One of the first roadblocks faced by new inventors is how to get their gizmo or their idea
patented. With so many new patent applications being filed each month, the U.S. Patent
and Trademark Office is flooded and overworked. There are not enough people to
analyze and review those highly technical patents. So what to do? Why not do what
scientists do? When they want to judge the merits of a research paper or experiment, they
seek outside advice from other scientists — experts in their fields. Peer review is what it’s
called.

Well, the patent office has decided to give it a try, allowing the public to - allowing the
public to review patent applications. That means, anyone who’s interested, who is
interested, you can apply. Thanks to a new approach to applying for patents called Peer-
to-Patent. And this hour, an intellectual property lawyer from IBM who helped come up
with the plan is here to tell us about that and how you might get involved in reviewing
patents. ......

FLATOW: Speaking of invention, did you know that if you apply today to the U.S.
Patent and Trademark Office, you won’t hear back about your patent for as long as four
years. The patent office is so short of people who can review your idea that it takes much
too long to get any idea patented, no matter how good it is or how much we need it.

Enter our next guest, David Kappos, intellectual property lawyer for IBM. Working with
a team of lawyers and law students, he is co-author of a new proposal called Peer-to-
Patent. So now, anyone can apply online to review patent applications for the patent
office, no special credentials required.
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And as Mr. Kappos will tell us, thousands of people already have. David Kappos is vice
president and assistant general counsel for intellectnal property at IBM. He joins us today
from his office in Armonk. Welcome to SCIENCE FRIDAY.

Mr. DAVID KAPPOS (Vice President; Assistant General Counsel, Intellectual
Property Law, IBM Corporation): Well, thanks for having me on the show, Ira.

FLATOW: Well, you’ve (unintelligible), you’ve reinvented a wheel, so to speak.

Mr. KAPPOS: Well, that’s right. You know, the patent system in the U.S. is just
fundamentally important to our national excellence, to our place in the global stream of
comumerce. And it really deserves to have a way to evaluate all of those submissions that
you mentioned — the hundreds of thousands that come into the U.S. Patent Office each
year. And a way to do that that leverages the 21st century Internet infrastructure that’s
available, and the Peer-to-Patent review system that we put together in cooperation with
New York Law School is just exactly that. It’s simply the patent office meets the 21st
century.

FLATOW: How can people apply to become patent reviewers?

Mr. KAPPOS: Well, it’s actually very, very simple. You can go on to the Peer- to-Patent
Web site, which is available on the World Wide Web. And there is a nice, very simple
description. And I'm happy to describe briefly how the process works. You actually don’t
have to register if you don’t want to. And you don’t have to provide your name if you
don’t want to, although it’s great if people do because it enables them to be part of the
community.

Then you can view applications, patent applications that have been submitted into the
process by a number of companies, including IBM and others. And you can place
comments in the system on them. You can submit documents that you think may be
relevant to them. You can comment on anything you might know about the invention.
And you can also evaluate and essentially comment on the comments that other people
have made about applications in the system. Then what happens is after a period of time,
a neutral party takes a look at all the comments that have been made, the documents that
have been submitted and essentially puts together the top comments, the top documents
and forwards those to the U.S. Patent Office, so that the U.S. Patent Office Examining
Corps can use that material to do a better, faster job of examining and issuing patents.

FLATOW: So, you know, you can see a patent - I can — well, one of the problems the
patent office had, is it didn’t have enough experts. You know, they were allowing some
silly patents to go through.

Mr. KAPPOS: Yeah, that’s exactly right. The patent office has got a wonderful corps of
folks. But as you mentioned, they are just outgunned. They’re overwhelmed with the
hundreds of thousands of applications coming in, and they just do not have enough
resource. Peer-to-Patent 1s just absolutely spot-on intended to help the patent office by
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leveraging the millions and millions of expert people around the world who can very
easily comment on pending patent applications, saving patent office examiners
tremendous amount of time and getting better leverage out of their efforts.

FLATOW: What about people who are afraid that their ideas will be stolen now that
they’re on the Web and people are looking at them?

Mr. KAPPOS: Right. Well, that’s an important concern and certainly nobody wants that
to happen, whether you’re a big company or a small company or an individual, we all
very carefully want to preserve not having our information taken from us. So the way the
system works is it evaluates only those applications that are already published by the U.S.
Patent Office, so the applications that are already out there in the public domain, so
there’s no issue once you get into this system, Peer-to-Patent. There’s no issue of your
application somehow being compromised because it’s already public. There are some
other safeguards in the system, including, most principally, that the only applications that
go into the system are ones where their author, the inventor, agrees to put the application
in the system.

FLATOW: Right. Hang on, David, because I got to take a break. We’re going to come
back and take a short break. Stay with us. We’ll talk more about, I think, talk with David
and other patent experts for a few more minutes with David. So stay with us. We’ll be
right back after this break. I'm Ira Flatow. This is TALK OF THE NATION: SCIENCE
FRIDAY from NPR News.

(Soundbite of music)

FLATOW: You’re listcning to TALK OF THE NATION: SCIENCE FRIDAY. I'm Ira
Flatow. We’re talking about patents and patenting this hour with my guest David Kappos,
vice president and assistant general counsel for Intellectual Property Law at IBM in
Armonk, who has created a new way to help out the patent office called the Peer-to-
Patent which means that you can ~ David is this correct, even smalltime not the IBM’s
and the Microsoft’s people, or just plain citizens, folks, can review patent applications?

Mr. KAPPOS: Yeah, that’s exactly right, Ira. And we would just love to sce people from
all over the world get on the system. To date, over 115,000 people from, I believe, over
100 countries so far have come and visited the system. There have been something like
18,000-plus unique people who’ve come in and registered on the site. And we’ve got
thousands of comments coming in. So, literally, people from all over, large and small
companies, individuals are both encouraged to visit the site and to get involved and are
actually doing that now.

FLATOW: And you don’t have — do you have to qualify with any kind of knowledge or
all of your comments will be considered?

Mr. KAPPOS: There’s no qualification requirement. All comments get considered. The
system works a little bit like a wiki kind of an idea, where comments that are really good

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00292 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.272



VerDate Nov 24 2008

283

ones get rated highly by other people, who are also looking at the comments. And
comments that aren’t so good get rated more lowly. And so, over time, people who are
supplying value will have their comments considered more seriously, and those who are
supplying less value likewise.

FLATOW: A patent wiki, very interesting idea. Yeah. And this is going to be running for
how long? Or is it going to be running forever? Or are we in a test period, I guess I'm
intending to say?

Mr. KAPPOS: Right. Well, we’re currently in a pilot stage and it is clearly a test period.
The U.S. Patent Office is helping out and New York Law School, a number of companies
are helping out. And then, as I mentioned, everyone is invited to get on the site and join.
The test period will be running for a period of over a year and the reason for that is it
takes quite a bit of time to get applications in, get them commented on and find out
what’s working and what needs to be improved. After that period of time, we’ll be trying
to move from a pilot phase into a production phase where the USPTO hopefully will be
able to roll the system out across very large numbers of applications.

FLATOW: Well, David Kappos, I wish you and your Peer-to-Patent folks good luck.
Mr. KAPPOS: Well, thank you very much, Ira.

FLATOW: Thank you. Have a good weekend.

Mr. KAPPOS: Yeah. Bye.

FLATOW: David Kappos is vice president and assistant general counsel for Intellectual
Property Law at IBM. He was talking with us from IBM headquarters in Armonk.

Document TNSF000020070818e38h00004
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Wall Street Journal: Big companies set plan to share 'green' patents
http://online. wsi.com/article/SB120027151743287307 htmi

By WILLIAM M. BULKELEY
January 14, 2008; Page B2

Multinational companies including International Business Machines Corp., Sony Corp.,
Pitney Bowes Inc. and Nokia Corp. will unveil today what they call a patent-sharing plan
for companies to donate intellectual property that improves the environment.

The project, dubbed the "Eco-Patent Commons,” builds on the experience of the open-
source software movement in which programmers around the world freely share their
computer programs, said David Kappos, IBM's assistant general counsel for patent law,
who helped design the system. He said that "the advantage of using this commons
approach is efficiency, scale and visibility.”

The commons will be administered by the World Business Council for Sustainable
Development, a Geneva-based group that includes some 200 of the world's biggest
companies.

Intellectual property rights to technology that solves environmental problems have been a
contentious issue in negotiations over the Kyoto Protocol -- which attempts to combat
global warming -~ with U.S. negotiators resisting proposals to force companies to give
away technology. John Coequyt, energy policy specialist with the Washington office of
Greenpeace, an environmental group, said that the commons is "potentially a way to
solve the problem by voluntary action.”

The founders of the commons are donating about 30 patents to get it started. IBM -
which last year won 3,125 U.S. patents, more than any other company -- is donating
several, including one for recyclable protective-packaging material for delicate electronic
parts. Unlike commonly used foam peanuts, the material can be recycled in the same
waste stream as the cardboard box that contains it.

Nokia is donating a patent for methods of recycling obsolete cellphones into
oncommunicating calculators and personal digital assistants.

Some of the donated patents aren't directly environmental. Pitney Bowes, the mailing-
systems maker, donated a 1996 patent for a design that protects electronic scales from
being damaged when they are overloaded. Pitney Bowes says it got out of the scale-
making business several years ago. Angelo Chaclas, deputy general counsel of Pitney
Bowes, said the patent has environmental implications, because "if you have a
technology that extends the life of electronics, you keep it out of the waste stream." He
said that Pitney Bowes, which has a portfolio of 3,400 patents, was eager to support the
commons in hopes of getting access to other companies' patents that it might be able to
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use. -
Mr. Kappos of IBM said that any company can join the commons by contributing a
patent. But all patents offered are available to anyone in the world on a Web site that will
be maintained by the World Business Council.
Mr. Kappos said that while individual patents that arc donated may not be bringing in
licensing revenue, or be protecting actual products, donating them still represents a gift of
value. "We're pledging that we won't assert the patents that are put into the commons
against anyone who is using them in an environmentally friendly way."

Write to William M. Bulkeley at biil.bulkeley@wsj.com

Bloomberg: IBM Joins Sony, Nokia in Sharing Ecologically Friendly Patents

‘Bloomberg: IBM Joins Sony, Nokia in Sharing Ecologically Friendly Patents

IBM Joins Sony, Nokia in Sharing Ecologically Friendly Patents
By Matthew R. Miller

Jan. 14 (Bloomberg) -- International Business Machines Corp., the leading recipient of
U.S. patents, is joining Sony Corp., Nokia Oyj and Pitney Bowes Inc. in offering the
rights to environmentally friendly technologies for free.

The effort, called the Eco-Patent Commons, is designed to help companies save energy
and water and curb pollution, Armonk, New York-based IBM said today in a joint
statement with the World Business Council for Sustainable Development in Geneva.

Companies are taking steps to show they're fighting global warming and promoting
sustainable development. The Eco-Patent Commons is the first forum for sharing
intellectual property with environmental uses.

“There’s no one industry, innovation or technology that provides a silver-bullet solution,"
said David Kappos, IBM's lead patent attorney. *"There's going to be a long series of
development involving many industries.”

The Eco-Patent Commons will start with 31 patents, 27 of which were contributed by
IBM. The company has received more U.S. patents than any other for 15 years. The U.S.
Patent and Trademark Office issued 3,125 to IBM last year, Kappos said.

IBM is contributing a patent for a catalytic reactor that uses low-radio frequency energy
ions to help covert pollutants into stable gases. Another patent covers a packaging design
for a five-sided, shock-absorbing tray that replaces the need for Styrofoam peanuts.

Sony, the world's second-largest consumer-electronics maker, is donating a patent for the
use of a natural coagulant to purify wastewater. Nokia, the biggest maker of mobile
phones, is giving the rights to a way of transforming old phones into new electronic
devices, such as clocks and calculators.
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Persuading companies to turn over intellectual property is the project's biggest challenge,
Kappos said. He argues that the sharing of patents may help companies make more
money.

**The increased scale that occurs when someone adopts a piece of technology causes the
costs for us to come down,” Kappos said.

The patents will be made available today on the Web site for the World Business Council
for Sustainable Development.

To contact the reporter on this story: Matthew R. Miller in Atlanta at
mmiller31@bloomberg.net
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Last Updated: January 14, 2008 00:14 EST
San Francisco Chronicle: 'Eco-Patent Commons' hopes to improve
environmental innovation
'Eco-Patent Commons' hepes to improve environmental innovation
Tom Abate, Chronicle Staff Writer

Sunday, January 13, 2008
SFGate Technology: It's a high-tech world - - we just plug you into it...

What does it mean when four of the world's biggest companies put a few patented
environmental technologies into the public domain for anyone to use?

Perhaps it means there's hope.

IBM Corp., Nokia, Sony and Pitney Bowes are cxpected to announce Monday that they
have put 31 inventions into an "Eco-Patent Commons” designed to make these Earth-
friendly manufacturing and waste-reduction processes more widely available.

"This is an open source effort along the lines of the Creative Commons,” said IBM
assistant general counsel David Kappos, who is responsible for the company's intellectual

property.

The open source movement, symbolized by the free Linux operating system, believes that
innovation occurs more quickly when new ideas and processes are open to the public for
anyone to troubleshoot and improve.

The Creative Commons is a nonprofit organization devoted to the same idea of openness,
but with a focus on copyrighted works like entertainment and literature.

Until now, patents have been the antithesis of these sorts of free-for-all philosophies,
because a patent enables its holder to have exclusive control over the invention for a
period of up to 20 years, the idea being to give the inventor a chance to recoup the effort
during this period of exclusivity.

The Eco-Patent Commons adopts this activist tactic in certain fields - like waste
reduction - where the participating firms have decided that the societal benefit of having
every willing manufacturer adopt these cleaner processes outweighs any potential
advantage they might gain by keeping the idea close to the vest.

"You don't have to ask permission, you don't have to pay a royalty,” Kappos said.
One of the newly freed eco-patents is an IBM invention for using a specially folded piece

of corrugated cardboard to cushion electronic components against shock during shipping
- replacing the Styrofoam products that can easily become an environmental headache.
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Likewise, Nokia is giving away a patent designed to help safely dispose of mobile phones
by reusing their components in other gadgets such as digital cameras.

Kappos said the Eco-Patent Commons would be run by an independent, nonprofit group,
the World Business Council for Sustainable Development, and expressed hope that other
companies would follow the lead and add real clout to what is more a symbolic than
substantive effort to make global business a little greener.

IBM announced its intention to create the Eco-Patent Commons at a March 2006 event in
San Francisco, and Kappos said it has taken this long to get this modest down payment
on what participants hope will be a groundswell of donations to this free bank of
environmentally useful technologies.

This act of corporate altruism comes at a time when Congress is considering an overhaul
of patent law. But that has proven to be a thomy problem, said Mark Lemley, an expert
on patent law at Stanford University, because tech firms want the system to be a little
looser, while biotech and drug companies want patent holders to keep their clout.

"Most of the proposals put the information technology industry on one side and the
biomedical community on the other," he said.

Action on the legislation isn't expected for a few weeks.

Online resources
Eco-Patent Commons

www.wbcsd.org
Visit the Eco-Patent Commons at www.wbcsd.org.

E-mail Tom Abate at tabate@sfchronicle.com.
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C/Net - Supreme Court loosens patent ‘obviousness' test
C/Net - Supreme Court loosens patent 'obviousness’ test
By Anne Broache, Apr 30, 2007
http://news.com.com/Supremet+Court+loosenstpatent+obviousnessttest/2100-1014 3-
©180220.html

A unanimous U.S. Supreme Court ruling Monday backed away from a decades-old
legal test that high-tech firms argue has sparked an abundance of obvious patents.

In a hotly anticipated decision that could make it easier to challenge patents of
questionable quality, the justices called for loosening the current approach set by the
nation’s dedicated patent appeals court for deciding when a combination of existing
elements deserves patent proteetion.

"Granting patent protection to advances that would occur in the ordinary course without
real innovation retards progress and may, in the case of patents combining previously
known elements, deprive prior inveritions of their value or utility," the court wrote in a
majority opinion {PDF) penned by Justice Anthony Kennedy.

The court heard oral arguments in November in the closely watched case, which is rooted
in an obscure dispute between KSR International and Teleflex over vehicle gas pedal
designs.

Technology companies were quick to praise the decision. Several Silicon Valley
heavyweights, including Intel and Cisco Systems, had submitted supporting briefs urging
the Supreme Court to revise the lower court ruling.

"There will be a better opportunity for examiners to weed out patents or applications that
are not worthy of getting patents, and it will go a long way toward re-establishing patent
quality,” said Emery Simon, counselor to the Business Software Alliance, whose
members include Adobe Systems, Cisco Systems and Microsoft.

"What we don't know is
how far the judges want
the decision to go. We
don't know the answer
to what the new rule is
yet."

--Todd Goldstein,

attorney

Others were wary of the decision’s broader economic implications on patent holders and
voiced concem that the decision will throw the patent system into a state of confusion.
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"] think it's very fair to say that it's going to be harder, more costly and more time-
consuming for inventors to obtain U.S. patents in all areas of technology, and particularly
in areas with predictable art, as we call them, such as mechanical inventions and software
and methods of doing business,” Robert Greene Sterne, founding director of the patent
law firm Sterne Kessler Goldstein & Fox, said in a conference call with reporters. He
added that "existing patent portfolios will need to be looked at, and existing relationships
will need to be evaluated.”

Federal law dictates that an invention cannot be patented if a person of "ordinary skill” in
the same field could have come up with it. But because it's easy to claim that an invention
is obvious in hindsight, the U.S. Court of Appeals for the Federal Circuit in 1982
concocted a legal test designed to lead to a more objective conclusion.

That standard requires that for an invention to be declared obvious, some "teaching,
suggestion or motivation” must exist to show that a person of ordinary skill would have
thought to combine ccrtain elements.

Critics have argued that in practice, written evidence is required to pass that test, which
has made it harder to overturn allegedly obvious patents and rendered it easier to obtain
them from the U.S. Patent and Trademark Office in the first place. Technology
companies say that's especially hard for them to prove because of the speedy rate at
which they tend to develop new products and ideas.

"It's not written down, it's not published, it's not the subject of scholarly discussion, and
that's where the Federal Circuit was basically looking," Ed Black, president of the
Computer and Communications Industry Association, whose members include Google,
Oracle, Red Hat and Verizon, said in an interview with CNET News.com on Monday.

The justices were sympathetic to those criticisms. "The diversity of inventive pursuits and
of modem technology counsels against limiting the analysis in this way,” they wrote. "In
many fields it may be that there is little discussion of obvious techniques or combinations,
and it often may be the case that market demand, rather than scientific literature, will
drive design trends.”

Hardware and software makers have also argued that they're especially threatened by the
standard because they would like to be able to rcarrange at will the thousands of pre-
existing components that compose their products. Some say the lax rules have sparked a
stampede of so-called patent "trolls” who make a living off predicting those incremental
changes to existing high-tech inventions, landing patents, and then going after companies
for infringement.

Supporters of the Federal Circuit's test had argued that any changes would dilute the
value of their patents by erasing the "predictability” they currently expect of the system.
A number of large, patent-reliant companies like General Electric, 3M, Johnson &
Johnson and Procter & Gamble said they believed the current test has been working well
and is critical for protecting and encouraging innovation.
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Rather than throwing out the so-called "teaching, suggestion or motivation" test entirely,
the justices said they expected a number of other factors to be considered as well, namely
"the inferences and creative steps that a person of ordinary skill in the art would employ."”

As a result of the ruling, "now I can just say, common sense, and a person who was
skilled in the particular area, would have known that you could solve this problem using
this technique,” said Philip Swain, a patent attorney with the firm Foley Hoag in Boston.
"You don't have to have a written suggestion or other evidence to suggest the
combination; you can just say the person would have inherently known to use that
solution."

But some attorneys watching the case argued that the court failed to give enough
direction on how the obviousness test should now be met. Some also suggested that the
decision paves the way for the validity of previously issued patents to be called into
question, likely leading to more litigation--or at the very least, a lengthy transition period
as the Patent Office and the courts try to make sense of the Supreme Court's opinion.

Todd Goldstein, the attorney who argued Teleflex’s case before the high court, said the
economic consequences of changing the obviousness requirement "run into the trillions
of dollars” because of the uncertainty the decision has created. Although there's no doubt
the court intended to tighten the standard for issuing and upholding patents, "what we
don't know is how far the judges want the decision to go,”" he said in a conference call
with reporters. "We don't know the answer to what the new rule is yet.”

It's not the Supreme Court's job to prescribe a detailed new test, and the justices were
right to leave that decision with the lower courts, said David Kappos, IBM's assistant
general counsel for intellectual property law. He also argued that the patent system
will not encounter new chaos and that just the opposite will occur.

"What we have had is an era of extreme uncertainty caused by the issuance of many
trivial and marginal patents under the old test,” he said in a telephone interview. "What
we're going to see now is actually more certainty because those trivial and marginal
patents aren't going to get issued.”

The ruling marks the latest in a string of patent cases that have prompted the Supreme
Court to scale back decisions made by the patent appeals court. By the tech industry's
description, the high court has so far behaved in a manner that begins to restore some of
the balance to a patent system that critics say has been too often tipped in the favor of
patent holders.

In a high-profile case last year involving eBay, the high court sided with the auction giant
in making it more difficult for patent holders to obtain injunctions against the use of their
inventions when infringement has occurred.

Separately on Monday, the justices knocked down a different Federal Circuit decision
involving an ongoing patent spat between Microsoft and AT&T. The court ruled 7-1 that
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Microsoft is not liable for patent infringement that occurs when the "abstract software
code" it supplies to foreign manufacturers is subsequently copied onto machines there.

The ruling also comes as Congress has begun a new foray into rewriting patent law. The
latest bill attempts to prevent bad patents from being exploited by allowing third parties
to submit evidence that a patent is not novel or is obvious, and by setting up a post-grant
opposition process in which people could challenge just-issued patents outside of court.

Although technology companies were generally upbeat about the Supreme Court's latest
ruling, its immediate effects aren't entirely clear.

"This may make the holders of some lousy patents a little less interested in going the
litigation route because it may well be they realize that their chances of winning are
lower,"” said CCIA's Black. "I have to mitigate that comment unfortunately a little bit by
saying that an awful lot of litigation goes on here that isn't expected to go to trial; it's for
extortion purposes.”
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The Wall Street Journal - Patent Holders' Grip Weakens
The Walt Street Journal - Patent Holders' Grip Weakens
High Court Curtails Power Amid innovation Debate; More Disputes May Arise
By JESS BRAVIN, May 1, 2007; Page A3

WASHINGTON -- The Supreme Court made it harder to get new patents and to defend
existing ones, giving new force to the law that denies patents to inventions deemed
"obvious."

In a unanimous decision, the justices yesterday sided with critics who argue that lower-
court rulings have given patent holders more power than Congress intended, potentially
stifling innovation.

The ruling, the latest to roll back patent holders' clout, comes amid a sharp debate over
how to maintain the nation’s competitive edge while protecting those who labor to design
cutting-edge inventions. Many of the developments that drive the economy are governed
by patent law, an arcane field that has become a battleground in the larger debate about
U.S. industrial strength.

The opinion could have especially big implications for technology companies, whose
software programs typically are built through small improvements in prior designs. Also
affected will be the growing and much-disputed field of "business method" patents,
which are granted for abstract processes rather than specific devices.

In a separate, and less sweeping, decision also delivered yesterday, which involved
AT&T Inc. and Microsoft Corp., the court limited the enforceability of U.S. patents for
software installed overseas.

Yesterday's rulings are sure to influence pending patent cases while opening an unknown
number of existing patents to challenges. Weaker patents that survived under lower-court

precedents are more likely to be invalidated, putting their inventions in the public domain.

With challengers emboldened to resist infringement claims, more disputes could head to
court. But patent holders, assessing their weakened position, could be inclined to settle
disputes on more generous terms rather than risk a court judgment that could invalidate
their patents outright. Investors that buy up patents with the aim of obtaining royalties
from alleged infringers -- known as patent trolls -- are sure to find slimmer pickings.

In its ruling, the court said the U.S. Court of Appeals for the Federal Circuit, a specialized
court overseeing patent law, had been too generous toward patent holders, allowing them
to claim a patent monopoly for incremental advances. The decision swept aside the test
used by the court to determine whether an invention was "obvious” -- and therefore
ineligible for a patent.
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Patent law aims to strike a balance that provides an incentive to inventors by
guaranteeing a limited-time monopoly, currently 20 years, on an invention's use, while
ensuring that intellectual-property rights are flexible enough to allow research and
innovation based on prior discoveries.

While any federal district court can hear a patent suit, all patent appeals are funneled to

the Federal Circuit, set up in 1982 to centralize legal doctrine in several specialized fields.

In the first two decades that followed the Federal Circuit's creation, the Supreme Court
took few patent cases.

In recent years, the high court has repeatedly stepped in to correct Federal Circuit rulings
it found skewed the balance toward patent holders by failing to take into account the fluid
nature of the modern economy.

"What they're starting to put together here is a model for a 21st-century patent system,”
said David Kappos, who oversees intellectual-property law at International Business
Machines Corp., Armonk, N.Y. "Closed proprietary innovation remains important,” he
said, but the court seems to be saying that patent law "can also accommodate 21st-
century models that are more open, more collaborative.”

High-technology companies have been particularly aggressive in seeking to reduce what
they regard as abuse of the patent system, which makes it more costly to design and selt
new products. "What we have is a patent system that has evolved from a focus on
protecting innovation to becoming a litigation lottery," said Mark Chandler, senior vice
president and general counsel of Cisco Systems Inc., the San Jose, Calif., maker of
networking equipment.

Patent laws came under widespread criticism following the huge windfall won by little-
known patent-holding company NTP Inc. in March 2006 from Research in Metion Ltd.,
maker of the popular BlackBerry wireless email device. Faced with a court-ordered
shutdown of its services in the U.S., RIM, of Waterloo, Ontario, agreed to pay $612
million to NTP, whose patents had never been applied to an actual product.
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The most important of yesterday's cases involved an almost textbook example of old
industry -- the design of an accelerator pedal built for General Motors Corp. trucks.
KSR International Corp., Ridgetown, Ontario, designed the pedals by adding an
electronic sensor to a previously developed system. Rival Teleflex Corp., Limerick, Pa.,
had made a similar device for Ford Motor Co. trucks and claimed that KSR infringed its
patent. A federal district court dismissed Teleflex's suit on obviousness grounds, but the
Federal Circuit reversed the decision.

In its cases, the Federal Circuit worried that in hindsight, any invention might seem
obvious, particularly when combining previously existing designs. To guard against that,
it fashioned a test in which something could be deemed obvious if it was foreshadowed
by some prior "teaching, suggestion or motivation." Critics complained that some
combinations were so obvious that no one would have thought, for instance, to publish an
article on the topic.

Writing for the court and ruling for KSR, Justice Anthony Kennedy said combining a
digital sensor with a mechanical pedal would have been obvious to a skilled engineer.
The Federal Circuit was too narrow in its definition of "obvious," he wrote, saying it
should be measured against such factors as changing marketplace pressures and the
progressive increase in overall knowledge. "Granting patent protection to advances that
would occur in the ordinary course without real innovation retards progress,” he wrote.

The other case concerned the classification of U.S.-designed software installed on
computers assembled overseas. AT&T contended that Microsoft had infringed its patent
for voice-compression software when it sold its Windows operating system to foreign
computer makers. The Federal Circuit agreed, only to be overturned by the Supreme
Court on narrow grounds relating to the difference between "supplying” and "copying,
replicating or reproducing.”

The same legal theory used by AT&T has been used by nearly all of the 45 patents suits
pending against his company, said Brad Smith, Microsoft's general counsel.

"Simply by winning this decision today, we reduce the liability exposure in these various
lawsuits by something close to 60%," Mr. Smith estimated.
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Managing [P the IBM way
David Kappos, IBM’s vice-president and assistant general counsel for IP law.
is at the centre of a global network of IP lawyers al a time when the rules of the
IP game are being re-written. He explains to Edward Fennell how he is
remoulding IBM’s [P strategy to meet these new challenges

There used to be a much-quoted claim back in the 1970s and early 1980s that
‘Nobody ever got fired for buying IBM". It reflected, justifiably, IBM’s
dominant position in the then-computer industry in terms of reputation and
innovation. Since that time, of course, plenty has happened — not least the rise
of Microsoft, the creation of the World Wide Web and the dot com boom and
collapse. But, while a myriad of names have flashed across the IT firmament,
IBM remains steady as the North Star.

Now celebrating its 110th anniversary, the secret of IBM’s survival has been its
ability to reinvent itself. Over the last year or two, for example, it has
undertaken a major transition process, shifting progressively away from Europe
towards Asia. The result is that the company has reduced its selling costs by a
quarter and generated a recent 11% jump in year-on-year second quarter net
income.

The credit for this goes to chairman and chief executive Sam Palmisano who
(in the tradition of IBM’s leaders) has grasped the implications of radical
changes in its market and reacted boldly and imaginatively. But the same
applies, says David Kappos, to the company’s worldwide patent policy. Right
now, for example, IBM is embracing open systems and adopting a new,
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groundbreaking corporate policy towards the creation and management of
patents.

This is a step of huge importance. Moreover, it turns on its head much of the
traditional IBM way of doing things. As David points out, IBM has been an [P-
based company ever since 1896, when it put technology to work for the census-
takers. ‘Bluntly, if you are a technology company then you have to be an IP
company — it’s just incredibly important for your business,” he says.
Historically, that meant battening down everything and sharing nothing. But
that model is now changing.

A question of scale

IBM has a worldwide portfolio of 40,000 patents. About half are lodged in the
USA and the remainder split between Europe and Asia (where, of course,
China is increasingly featuring). So far this year, IBM has filed 3,000 patents
and is on target, says David, to maintain its record for the past 14 years of
consistently filing more patents than anyone else. At the front line of this
massive endeavour are the 200 or so IBM patent attorneys around the world
working closely with the R&D teams in the company’s high-powered research
laboratories in places like Zurich and Hursley, near Southampton, in the UK.

They become involved right from the gestation stage of new products. *You
want your IP lawyers to be where the action is,” says David. Decisions on
patenting are taken ultimately by business managers, but the IP lawyers are a
key influence. “There is very strong support from the top of the company for
the [P function and that makes it easier,” he says. ‘Everyone becomes aligned
with the policy and it makes it easier to get our work done.”

What’s happening at the moment is that IBM’s IP lawyers are being aligned
along a new philosophical axis. Under the leadership of Palmisano and the
direction of Dr John E Kelly III, IBM’s senior vice-president for technology
and intellectual property, the approach to patent protection is shifting. After
years of strenuously protecting all its patents the company is now backing the
movement towards open standards. And this is changing everything.

If'you're a technology company then you have to be an IP
company — it's just incredibly important for your business

Getting technical
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*We are now the biggest supporters of the open source development project,”’
explains David. *Admittedly this policy is not easily reconcilable with our
traditional [P strategy, but we are convinced that it is the way to go for the
future.”

In a nutshell, the open source movement aims to encourage the sharing of
systems so as to maximise the accessibility and use of information technology.
By breaking down protective attitudes and encouraging people to drop the legal
barriers around their intellectual property the open source movement believes
that, in the long run, it will enable the technology to fulfil its potential and best
serve its customers.

David is able to speak confidently about these issues because, like many IBM
lawyers, he is a “tekkie’ by origin. ‘IP lawyers at IBM need to have deep
domain expertise — it’s a must-have,” he explains. ‘In my case [ gained a degree
in Electrical and computer Engineering before switching across to law. It would
frankly be very difficult to do my job without a technical background. You
have to be able to speak the language of the technical experts with whom you
are dealing.’

As well as occupying a key role in IBM, David has also held various leadership
positions in [P law associations in Asia and the US. Indeed it is the drive for
industry leadership which has inspired the company’s latest initiative, launched
in autumn 2006, to introduce a new, groundbreaking corporate policy
governing the creation and management of patents. Linked to IBM’s support
for open source, the policy aims to ‘encourage others in the patent community
to adopt similar policies and practices, more stringent than currently required
by law’. »

The purpose of this, as David explains, is to avoid using IP inappropriately and
to manage its patents in a way that exceeds legal obligations. ‘It’s a
fundamental strategic shift,” says David, ‘meaning that we want patents to be
used as a tool of inclusion. We want to show that patents can be used to
facilitate the development of the open source environment.’

Being open

As a concrete demonstration of its commitment IBM has donated 500 specific
patents to the Open Source Movement so that anyone can use them. ‘This
would have been unthinkable a decade ago,’ says David, *but it is the way
forward. Our intention is to continue to donate and to build more on top of the
open source platform.’
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The new tenets by which IBM intends to operate (see box, left) are designed,
says the company, ‘to foster integrity, a healthier environment for. Innovation,
and mutual respect for IP Rights’, and in terms of openness they go much
further than the demands of US law. Indeed, David is largely critical of the
American approach to patent policy.

‘The inventive step standard has got out of hand in the US,” he says. “Trivial
patents are being granted. By contrast, the system is better in Europe. I’'m
particularly impressed by the good work done by the German and UK Patent
Offices. Moreover, the European Patent Office’s “inventive step” is the gold
standard. It’s where 1 believe that the US should be heading.’

Not that IBM is planning to give everything away. As David admits, specialist
areas — such as software for the o1l or airline industries, banking and finance —
will never be opened up. Nonetheless, in the IBM tradition of the good
corporate citizen, the companty is fostering a common sense, socially
responsible attitude while also ensuring that its business remains highly
successtul.

On that basis, what’s the betting that it will still be here in another 110 years?

IBM’S NEW WORLDWIDE PATENT POLICY TO PROMOTE
INNOVATION

The principles by which IBM will now manage its patent policy, wherever it
does business, include:

Patent applicants are responsible for the quality and clarity of their patent
applications.

Patent applications should be available for public examination.

Patent ownership should be transparent and easily discernable.

Pure business methods without technical merit should not be patentable.

For more information, visit www.ibm.com/gio/IP

This article first appeared in [P Review, issue 17
Back
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Investors Business Daily: Tech Companies And Legal Experts Lobby For U.S. Patent
Law Reforms

http://www.investors.com/editorial/IBDArticles.asp?artsec=17&artnum=2&issue=

BY SHEILA RILEY
FOR INVESTOR'S BUSINESS DAILY
Posted 2/27/2007

The U.S. patent system, considered fundamental to technological creativity, is overdue
for a tuneup, say some tech and legal experts.

Though patents are so essential to progress that they're enshrined in the U.S. Constitution,
critics say the application process is flawed and legal challenges too frequent.

The Coalition for Patent Fairness, a lobbying group of 30 companies, trade associations
and financial services organizations, hopes Congress will pass legislation to change
things this year.

"We think the patent system is essential for innovation,” said Steve Elmendorf, coalition
co-manager. "The last time it was completely revised was in 1952, and the world has
changed a lot since then.”

The organization, which includes Hewlett-Packard, (HPQ) Microsoft (MSFT) and Time
Wamer, (TWX) has four main goals.

First, it wants focus on specific patent value. A windshield wiper inventor suing a car
maker for patent infringement, for example, shouldn't get damages tied to the total car
value.

Issue: 'Willful Infringement'
Also, standards for "willful infringement" should change, Elmendorf says.

Current patent law makes it easy to say that defendants knew a similar invention existed
when they submitted their application, he says. That can multiply damage awards for
patent suit losers.

Some say the current standards result in weaker patents — that they actually discourage
inventors from researching prior art, or similar ideas already in common usage.
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The coalition also wants companies to not be held liable in U.S. courts for alleged
infringement in other countries.

Finally, coalition members want to do away with "forum shopping" — when someone
sues a company for patent infringement in a geographic area with jurors and courts more
sympathetic to their claims.

Lawsuits should take place in the jurisdiction where the supposed infringement took
place or where the company is based, Elmendorf says.

The U.S. Patent and Trademark Office doesn't take a stand on legislation. But does
support changes to the application process.

One of those changes is for more public participation and comment after patent
applications are filed, says Jon Dudas, USPTO director.

Under current law, only examiners at the patent office can determine whether inventions
are new. But patents inevitably will be better if that changes, Dudas says.

"In order to get the highest quality patents, we want to make certain that the office gets
the highest quality information from applicants and the public,” he said.

That will result in fewer legal challenges to patents and more intelligence for businesses
looking to invest research and development dollars, he says.

"The more information you have, the stronger your patent will be," Dudas said. "And the
more it will provide certainty about exactly what the invention is, and what market that
invention will hold.”

Corporations naturally have a huge stake in the process.

Coalition member HP spends $3.6 billion annually in R&D. It holds 6,000 patents
worldwide for its personal computers and servers, says Joe Beyers, vice president of
intellectual property licensing.

It's dangerous to study what has previously been done because it sets a company up for
liability, Beyers says. "That results in a slower rate of innovation in society in aggregate,”
he said.

IBM, (IBM) the top-ranking U.S. patent earner, with 3,600 granted in 2006, isn't a
coalition member, but it too hopes for significant changes.

One change it supports is revising the requirement that inventors spell out how best
to use their invention. Inventions have multiple uses, says David Kappos, IBM vice
president and assistant general counsel for intellectual property law.
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The requirement, he says, is like asking whether a Mercedes or a Volkswagen is
better.

"It's very diffieult to comply with because it's so subjective, and no patent office can
assess compliance,’” Kappos said.

IEEE Champions Inventors

While few disagree with the need for reform, some want everyone — not just
corporations — at the table.

The U.S. branch of the Institute of Electrical and Electronics Engineers, the largest
engineering organization, wants to give smaller inventors a role in the process.

Corporate voices should be heard, but so should others, says Keith Grzelak, chairman of
IEEE's intellectual property policy committee and a private attorney in Spokane, Wash.
"[EEE believes the U.S. patent system should serve the entire spectrum of inventors and
applicants, from entrepreneurs all the way to Fortune 500 technology leaders,” he said.

Some corporations agree.

In January, IBM announced its Inventors' Forum, a Web site that encourages
individuals and midsize businesses to diseuss patent reform. ""The constituency that
hasn't been heard from is the small and medinum-size businesses, which include large
numbers of inventors,"” Kappos said.

Universities and drug companies also need to be in on the dialogue, Grzelak says. "IEEE
wants to support electrical engineering job growth in the U.S,, and it comes from that full
spectrum,” he said.

Patent reform would advance science, Grzelak says. "That doesn't mean helping a
Fortune 500 company optimize its next three quarters of performance,” he said. "It means
promoting the progress of science in the short and long term.”
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MAY 14, 2007

NEWS & INSIGHTS

A Higher Hurdle For Inventors :
Has it become too easy to win and defend patents? The Supreme Court says yes

Last November, just as he was getting ready to preside over a trial in a patent
lawsuit, Judge Joseph J. Farnan Jr. of the Federal District Court in Delaware hit
the pause button. Because the U.S. Supreme Court was on the verge of deciding a
big case that could influence the outcome of the dispute in his Wilmington (Del.)
courtroom, Farnan ordered a delay to see how the high court would vote.

The Supreme Court case, KSR International Co. v. Teleflex Inc., attracted a far
broader audience than the parties before Farnan. Even though KSR involved the
most mundane of products-—car gas pedals—a broad swath of American business
had lined up on both sides. More than a dozen hardware, software, pharmaceutical,
biotech, e-commerce, and consumer-product companies filed briefs to try to sway
the justices. The broad question holding everybody's attention: Has it become too
easy to obtain and defend patents?

In a unanimous Apr. 30 opinion, the high court decided that it has. And the
decision could be one of the most significant business cases of the last decade.
The specifics in KSR involved a fundamental issue in patent law—how: to
determine when an invention is "obvious.” This determination lies at the heart of
whether many patents are granted, and if they are, whether they will stand up to
challenge in court. If the U.S. Patent & Trademark Office or the courts find a
claimed advance is obvious, it goes down in flames; if it is not obvious, it is
eligible to win a 20-year monopoly via a patent. The patent asserted by Teleflex
against KSR, the Supreme Court found, was invalid because it was an obvious
combination of two preexisting inventions.

GAMESMANSHIP
Putting the abstruse analysis of patent proceedings aside, the underlying aim of
the obviousness doctrine is to assure that only true inventions, not frivolous or
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incremental advances, are awarded protection. As Justice Anthony M. Kennedy
wrote in the KSR opinion: "The results of ordinary innovation are not the subject
of exclusive rights under the patent laws." With the U.S. now firmly rooted in a
knowledge-based economy, there are few more important issues for many
companies than intellectual-property rights. Disputes over patents—who has a
right to fence whom out of particular products-—have become vital strategic
battles.

In the view of a number of critics, the rules of engagement prior to the KSR
decision had become skewed in favor of granting weak patents. The result was
litigation gamesmanship, with some entities known pejoratively as "patent trolls"
wielding questionable patents to extract payouts from larger companies in court.
Big companies, including Texas Instruments (TXN ) Inc. and BellSouth Corp.
{now AT&T (T )), also have mined their patent portfolios and sought riches by
taking alleged infringers to court. Others, such as Cisco Systems Inc. (CSCO ),
began to amass patents by the thousands, in part to use defensively as bargaining
chips in litigation. The strategy was called "mutually assured destruction"—if
somebody sued them over one patent, they would countersue over five others.

The Supreme Court ruling appears to send a strong signal to lower courts to be
more aggressive in rejecting incremental advances or simple combinations of
preexisting inventions as obvious. Reverberations from the decision were
immediate. On May 1, Internet phone company Vonage Holdings Corp. (VG )
asked a federal appeals court to vacate an infringement verdict Verizon
Communications Inc. {(VZ ) had won against it that could imperil Vonage's
business.

In the case before Judge Farnan, Power Integrations Inc. (POWI ) has already
won a ruling that Fairchild Semiconductor International Corp. (FCS ) infringed
four of its patents on semiconductor devices used in power supplies for such
things as cell phones and laptop computers. But in proceedings set for June 4,
Fairchild will have an opportunity to argue that Power Integrations’ patents are
invalid, in part because they are obvious. Bas de Blank, one of Fairchild's
attorneys in Menlo Park, Calif., sees the KSR decision as strengthening his
client's hand. "It's certainly a very important decision for Fairchild and all
defendants involved in patent litigation," de Blank says. Not surprisingly, Power
Integrations' counse! sees it differently, saying KSR won't affect the outcome of
the case.

The varying views companies have on the outcome in KSR have a lot to do with
the kind of businesses they're in. IBM (IBM ) and Cisco rushed to praise the
verdict. "We think the court has gotten it right," says David J. Kappos, head of
intellectual-property law for IBM. "We've seen a proliferation of very marginal or
trivial patents in recent years.” At times, Kappos said, when IBM has wanted to
create a new product or service, "we would find ourselves blocked” by
questionable claims.
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Technology companies commonly deal in products that can each be covered by
hundreds or even thousands of patents (a laptop, for example). That makes these
companies vulnerable to being held hostage by someone who holds a patent on
one tiny component and are thus likely to favor rules that make it easier to defeat
patent claims. Cisco General Counsel Mark Chandler applauded the ruling: "The
patent system needs to reflect true innovation, and when it's too easy to obtain
patents...it tends to drive litigation without innovation.”

Not everybody is cheering. For pharmaceutical companies, a single patent on a
drug molecule can be the wellspring of billions of dollars in revenue. Drugmakers
also liké to tweak existing products to make longer-acting "new” ones and merge
old drugs into combination pills, then patent these "inventions” as well. A ruling
like KSR may make challenges to patents based on such enhancements easier to
mount. Says Hans Sauer, intellectual-property counsel for the Biotechnology
Industry Organization in Washington: "We're not totally thrilled.”

By Michael Orey, with Arlene Weintraub in New York
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December 27, 2007: 02:45 PM EST

TORONTO -(Dow Jones)- When he bought a bunch of coffins from Lockhart &
Seelye, Alpheus Burke probably didn't know he was helping set an important
standard in intellectual-property law.

That standard, patent exhaustion, could be redefined by the U.S. Supreme Court
in January when it hears a case that could change the way patent licenses are
structured and negotiated.

The doctrine of patent exhaustion, also known as first-sale doctrine, is triggered
when the first authorized, and unrestricted, sale of a patented article takes place.

The doctrine was forumulated following a patent dispute between Burke and
James Adams, whose patented coffin lids were part of the coffins that Burke
bought from Lockhart. Adams had granted Lockhart a license to sell the lids, but
only within a 10-mile radius of the center of Boston. While Lockhart complied,
Burke sold the coffins in Natick, Mass., about 17 miles from Boston center. So
Adams sued Burke for infringement, and lost in Supreme Court on the grounds
that his patent rights had been exhausted after Lockhart sold Burke the coffins
within the required 10-mile radins. That was 134 years ago.

The case under review in January pits Quanta Computer Inc. (2382.TW) and
several other Taiwanese computer makers against South Korea-based LG
Electronics Inc. It's rooted in a patent-license agreement between LG and Intel
Corp. (INTC) signed in 2000.

LG licensed several patents to Intel and required the computer-chip giant to notify
its customers not to combine Intel chips with any non-Intel components. Intel
complied, but some of its customers allegedly violated the condition, prompting
LG to sue them for infringement. One of those customers was Quanta.

LG lost the case in district court, which ruled that LG's patents were exhausted
because it had granted Intel an unrestricted license to sell LG's technology. But
the Court of Appeals for the Federal Circuit reversed that decision, ruling that
LG's patents weren't exhausted because of the notification that LG required Intel
to send its customers.

27 Amicus Briefs Filed For Supreme Court Case
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Since the Supreme Court agreed in September to hear the case, no fewer than 27
amicus briefs have been filed.

Some companies that generate the bulk of their revenue from patent licensing,
such as Qualcomm Inc. (QCOM) and Wi-LAN Inc. (WIN.T), expressed concerns
that a broad interpretation of exhaustion could usurp their patent rights and limit
their ability to collect fair value for their intellectual property.

Other companies, including Hewlett Packard Co. (HPQ), Dell Inc. (DELL) and
Cisco Systems Inc. (CSCO), fear that a narrow interpretation of exhaustion could
lead to conditional license agreements that allow patent holders to collect
royalties at multiple levels of the production chain. "Anybody who has a ( patent)
license...could conceivably be dragged into this,” said Barry Cohen, intellectual-
property lawyer at Reed & Armstrong LLP.

LG supporters argue that patentees should be able to divide the cost of a license
among different levels of the the production chain because it helps minimize the
burden on any one company, or group of companies, while allowing patentees to
realize full value for their intellectual property. "Nothing in the patent laws
requires a patentee to make an unconditional sale that enables it to recoup the
value of its patent rights in a single transaction,” wrote Papst Licensing GMBH &
Co. Kg, a German-company that licenses disk-drive and electronic-motor
technology, in its brief.

In many circurnstances, Papst added, companies don't want to purchase the full
value of a patent because either they can't afford to or they want to use the patent
in only one specific way.

Jim Skippen, chief executive of Wi-L.AN, an Ottawa firm that licenses wireless
patents, said a broad view of exhaustion could force patent holders to target
downstream product manufacturers with high royalty demands to compensate for
the inability to license upstream companies, which include semiconductor and
component makers. This could spark conflict between the downstream and
upstream firms because the latter group typically indemnifies the former against
patent- infringement liability, he said. "What will happen is you won't be able to
license down the chain so you'll go after the highest-value guy, and guess what,
the component guys have all given indemnities," he said, noting that not one
upstream company has filed an amicus brief.

Big Tech Cos Don't Like Split-Royalty Concept

Dell, Hewlett-Packard, Cisco and eBay Inc. (EBAY) don't buy into the split-
royalty concept. In a jointly filed amicus brief, they argue that the "first
purchaser” of a patented technology ought to be willing and able to pay a full
royalty, so long as the patent holder properly assesses the economic value of their
invention. That's because the licensee can pass the cost of a license on to its
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customers, the brief said. "In this way, the total royalty paid to the patent owner
by the first purchaser is naturally and efficiently distributed, through normal
market forces, across every party that owns and makes use of the invention...,” the
brief said.

While that sounds good on paper, it doesn't translate wel! into reality, said Jerold
Schnayer, lawyer for Papst. If an upstream company hiked the cost of its products
noticeably to factor in patent royalties, downstream firms would tell it to "get
lost," he said. The end result of such a full-price, single-license scenario would be

a Jot more litigation, he said. "You'd have to sue everybody ( to get paid),” he said.

David Kappos, vice-president and assistant general counsel at International
Business Machines Corp. (IBM), said he hopes the Supreme Court takesa
balanced view of exhaustion. While IBM, which generates about $1 billion'a year
from licensing its large patent portfolio, has no problem with anyone licensing
and enforcing their patents, it doesn't believe any patent holder, including IBM,
should have multiple bites at the apple, Kappos said. "We don't think anyone

( should) be able to sell, or license someone to sell, a product and then go out and
tell the (licensee's) innocent customers who buy that product, 'Gee, we got some
more news for you, you need a patent license in order to do anything with that
product,’ " he said.

Having said that, Kappos added that an overly rigid view of exhaustion doesn't
make sense either, as it prevents "sophisticated parties” from doing business with
one another. "In our view, if two sophisticated parties agree and make an explicit
form of contract that says 'we understand that this deal is not going to enforce
patent rights in certain cases,’ then we think it's okay,” he said. " We're big boys
and girls and we know what we're doing...."

The Supreme Court is scheduled to hear the Quanta-LG case on Jan. 16.
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Open Call From the Patent Office

By Alan Sipress
Washington Post Staff Writer
Monday, March 5, 2007; 3:34 PM

The government is about to start opening up the process of reviewing patents to
the modern font of wisdom: the Internet.

The Patent and Trademark Office is starting a pilot project that will not only post
patent applications on the Web and invite comments but also use a community
rating system designed to push the most respected comments to the top of the file,
for serious consideration by the agency's examiners. A first for the federal
government, the system resembles the one used by Wikipedia, the popular user-
created online encyclopedia.

"For the first time in history, it allows the patent-office examiners to open up their
cubicles and get access to a whole world of technical experts,” said David J.
Kappos, vice president and assistant general counsel at IBM.

It's quite a switch. For generations, the agency responsible for awarding patents,
one of the cornerstones of innovation, has kept its distance from the very
technological advances it has made possible. The project, scheduled to begin in
the spring, evolved out of a meeting between IBM, the top recipient of U.S.
patents for 14 years in a row, and New York Law School Professor Beth Simone
Noveck. Noveck called the initiative "revolutionary” and said it will bring about
"the first major change to our patent examination system since the 19th century.”

Most federal agencies invite interested parties to weigh in on proceedings, and
even the patent office allows some public comment, but never to the degree now
suggested .

Until now, patent examiners rarely sought outside opinions, instead relying on
scientific writings and archived records of previous patents. For security reasons -
- in particular, out of concern that examiners could inadvertently reveal
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proprietary information if their online searches were tracked -- patent officials
have at times even been barred from using the Internet for research.

But their mission has grown increasingly unwieldy. Last year, the agency's 4,000

examiners, headquartered in Alexandria, completed a record 332,000 applications.

The tremendous workload has often left examiners with little time to conduct
thorough reviews, according to sympathetic critics.

Under the pilot project, some companies submitting patent applications will agree
to have them reviewed via the Internet. The list of volunteers already contains
some of the most prominent names in computing, including Microsoft, Intel,
Hewlett-Packard and Oracle, as well as IBM, though other applicants are
welcome.

Brigid Quinn, a spokeswoman for the patent office, said the program will begin
with about 250 applications from the realm of software design, where it is
especially difficult for examiners to find related documentation. Unlike specialists
in many other fields, software designers often forgo publishing their innovations
in technical journals and elsewhere.

Anyone who believes he knows of information relating to these proposed patents
will be able to post this online and solicit comments from others. But this will
suddenly make available reams of information, which could be from suspect
sources, and so the program includes a "reputation system" for ranking the
material and evaluating the expertise of those submitting it.

With so much money riding on patent decisions -- for instance, a federal jury
ordered Microsoft last month to pay $1.52 billion for infringing two digital-music
patents -- the program's designers acknowledge that the incentive to manipulate
the system is immense.

"I'm sure there will be a degree of gaming. There always is,” Kappos said.

Maintaining a reliable Web-based reputation has become an increasingly pressing
concern for Web companies as they seek to reassure users that they can trust the
strangers they do business with online. So the designers of the new patent-review
system consulted some of the Internet's leading experts on reputation, Noveck
recounted. These included specialists from eBay and Rob Malda, aka CmdrTaco,
the founder of the popular technology Web site Slashdot.org.

EBay, for example, established its position as the Web's premier auctioneer after
pioneering a public feedback system that has buyers and sellers rate one another
based on customer service, the quality of the goods, and timeliness of delivery
and payments. Amazon.com, the Web's leading bookseller, provides reviews of
its offerings, then allows readers to rank its reviewers based on the usefulness of
their evaluation.
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The new patent system will try to help separate experts from posers by offering
extensive details about the people sending information to the site. To help others
evaluate the quality of this information, called prior art, each posting will include
several measures gauging the quality of his other contributions to the site. Patent
examiners, for instance, will award "gold stars" to people who previously
submitted the most useful information for judging earlier applications, Noveck
said.

Ultimately, those registered to participate in this online forum will vote on all the
nominated information, and the top 10 items will be passed on to the examiner,
who will serve as the final arbiter on whether to award a patent.

Noveck said the online program would not only produce better information for
examiners to consider but also make the patent process more democratic. "The
idea is to make something as important as decision-making about innovation more
transparent to the public and more accountable to the public,” she said.

During discussions about the patent review project, its developers initially
considered limiting or weighting the votes to reflect the expertise of the
participants. For the time being, they have instead decided to go with one person,
one vote.

But Noveck and others involved in creating the online review system said it was
likely to evolve, To assure that the outcome can be trusted, some of those
involved in designing the program say some kind of weighted voting system may
eventually be required. .

"If voting is necessary, you'll have to have some rules about who gets to vote,”
said Paul Resnick, a professor of information at the University of Michigan
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Although the Obama administration has not directly asked my opinion, I would certainly support David Kappos as the
nominee for the next PTO director. Kappos is a longtime IBM (NYSE:IBM) patent guru and currently holds the title of
VP and Assistant General Counsel in charge of Intellectual Property.

Bottom line here is that it will be helpful to have a patent office director who understands patents and who has been
fully involved with all aspects of the patent system for the past twenty years. I believe that Kappos will be a careful
shepherd of the system - leaving it better off in six years than it is today.

Kappos believes in the underlying value of innovation. In his words, "the whole system of innovation is more importaat
now than ... ever.” Beyond that, he is dedicated to a strong patent system and a strong patent office as mechanisms for
fostering innovation. Kappos bas been ready to try innovative approaches to "catch the intellectual property system up
to the twenty first century.” However, he has always been clear that his ideas for innovation "should in no way be con-
fused with denigration or devaluing intellectual property.” In addition, his years at IBM have taught him the value of
consistency and tradition,

Much of the job of PTO director involves employee relations, and Kappos continues to successfully lead one of the
largest private patent departments in the world. His current and former employees are loyal to him as a leader and praise
his creativity and genius. The ¥BM IP office is known for its spirited and open debates on policy and direction. In my
view, this corporate management experience and patent prosecution experience are more relevant to running the PTO
than - say - running litigation teams at a law firm, managiog a congressional comnmnittee, or even teaching a group of law
students. Before moving forward, I want to note here that former Director Todd Dickinson is also an excellent choice,
and he continues to be strongly supported by both examiners and other patent law professionals. Dickinson would al-
most certainly do the better job of healing the growing rift between examiners and applicants.

In his recent testimony to the Senate, Kappos put IBM's support behind the compromise form of the Patent Reform Act.
For IBM, it was important that the damages portion of the bill be revised: "we must nevertheless be mindful of the fun-
damental importance of ensuring that patentees are appropriately compensated or the patent system will fail to provide
the incentive innovators require.” However, the IBM proposal was that royalties should be based on the "essential fea-
tures” of a patent. (Quoting Quanta). This proposal is problematic because it would create new-rule uncertainty and also
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greatly favor holders of large patent portfolios (such as IBM). As director, Kappos should be careful to balance the
"right” solution with the need for consistency and stability of rights. IBM also supported the post-grant review system
(which I favor) and the venue changes (which I do not favor).

More than his alignment on specific provisions, we can hope that Kappos will bring an important amount of subject
matter expertise - helping to ensure that any legislation does not inadvertently disrupt parts of the system that are al-
ready working well.

I do have other reservations. Patent pundit Greg Aharonian has oft complained about Kappos and his tendency to talk
about patent quality and then charge forward with junky IBM patent applications. Those complaints have merit. The ill
defined term 'patent quality’ raises red flags in my mind. Here, Kappos has his benign and potentially helpful pet pro-
jects of dramatically improving examiner’s access (and ease of access) to prior art; improving prior art and patent docu-
ments through more standard lexicons; and public collaboration in patent examination (IBM funded the peer to patent
program), In the past, Kappos has talked about patent quality as a problem because it Jeads to a situation where "nobody
has an earthly idea of what [a patent] is worth . . . creating a murky and unclear market." These are really proposals to
make the prosecution system work more efficiently rather any fundamental changes to patent rights. IBM is good at
systems, and Kappos may be as well.

If it is a benefit, it is also a fault that Kappos® blood is saturated with IBM knowledge and culture. Kappos joined IBM
in 1983 right out of college (EE / UC Davis) and stayed with the company after law school (Berkeley). At IBM he spent
time with the software legal division and also in the Asia/Pacific division. Unfortunately, in the past 25 years, Kappos
may have forgotten that most of the world does not operate like IBM. Thus, when he says that "people no longer inno-
vate individually” or that "many new innovations require investments of unprecedented size,” I worry that his vision is
skewed. Beyond the PTO, IBM has been able to use its large portfolio and market power to build a large licensing pool
with very little litigation. Of course, there are few companies in a position to accomplish that result in today's market. It
will be important for him to spend time understanding that - in fact - IBM is the atypical market player. On these point, I
believe that Kappos will relax his views somewhat once he is no longer the AGC of IBM.

I am excited that Kappos will push the PTO toward a more open system - allowing access to data and information that
has been hidden or limited and ready to cooperate on collaborative projects to streamline the system. Kappos has con-
siderable experience with both European and Asian patent systems, and will likely expand cross-border examination
collaboration.

On the software side, Kappos will continue to support the idea that software should be patentable - although he argues
that patents should at least cover something “technological” and that business methods should be out. Kappos has also
spent a lot of time thinking and working with overlapping intellectual property schemes and considering how those in-
terplay with open source software. However, 1 have not seen any specific proposals.

In the Patently-O reader poli, Kappos earned onty 5% of the vote, falling behind Todd Dickinson (36%), Prof Lemley
(8%%), and "other” (8%).

Other Sources:

Why Kappos is UnfitlP Watchdog on Kappos From Greg Aharonian: "One rumored candidate to be the next Director
of the Patent and Trademark Office is David Kappos, one of the head patent lawyers at IBM. Given IBM's many
abuses of the patent system and patent policy over the past few decades, I think it is inappropriate, nay, wrong, for any-
one from IBM to be head of the PTO. Might as well as make Bernie Madoff head of the SEC as part of his upcoming
jail-time work-release program. IBM patent lawyers for too long have abused the patent system.” “"Case in point. Last
week IBM was issued its usual batch of patents, many of which are crap - crappy patents whose sole value is to clog the
PTO's patent examination pipelines to the detriment of everyone else. A patent application policy actively embraced by
David Kappos. If I was an 1BM investor, ! would applaud David for doing his best to help IBM. In fact, sometimes 1
recommend people to buy IBM stock because the company will do anything to maintain its market value, Kudos to
David for his efforts in this regard. But the reward for abusing the patent system for the benefit of IBM should be a gold
watch at retirement - and should not be the reward of being appointed head of the PTO.”

Newstex ID: 34704335
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NOTES: The views expressed on blogs distributed by Newstex and its re-distributors ("Blogs on Demand®”) are solely
the author's and not necessarily the views of Newstex or its re-distributors. Posts from such authors are provided "AS
1S™, with no warranties, and confer no rights. The material and information provided in Blogs on Demand® are for gen-
eral information only and should not, in any respect, be relied on as professional advice. No content on such Blogs on
Demand® is "read and approved" before it is posted. Accordingly, neither Newstex nor its re-distributors make any
claims, promises or guarantees about the accuracy, completeness, or adequacy of the information contained therein or
linked to from such blogs, nor take responsibility for any aspect of such blog content. All content on Blogs on De-
mand® shall be construed as author-based content and commentary. Accordingly, no warranties or other guarantees will
be offered as to the quality of the opinions, commentary or anything else offered on such Blogs on Demand®. Reader’s
comments reflect their individual opinion and their publication within Biogs on Demand® shall not infer or connote an
endorsement by Newstex or its re-distributors of such reader's comments or views. Newstex and its re-distributors ex-
pressly reserve the right to delete posts and comments at its and their sole discretion.
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Apr. 2, 2009 (Filewrapper.com delivered by Newstex) —
Today at 10:00 Eastern time the Senate Judiciary Committee will hold an executive business meeting to discuss the Pat-
ent Reform Act of 2009. The commiittee will consider some proposed amendments that represent a compromise on sev-
eral key issues that have been points of contention over the course of the past several years when patent reform has been
on the legislative agenda. Among these is the issues of damages, with the compromise version substantially softening
the limits on infringement damages that have been dealbreakers in past versions of patent reform legislation.

A webcast of the meeting is available online at this link.

The original damages provision reads (section 4):

§ 284. Damages

(a) IN GENERAL."

Upon finding for the claimant the court shall award the claimant damages adequate to compensate for the infringement
but in no event less than a reasonable royalty for the use made of the invention by the infringer, together with interest
and costs as fixed by the court, subject to the provisions of this section.

The "subject to the provisions of this section” language tied damages to one of (1) the entire market value of the prod-
uct, but only if the patented feature was the predominant source of demand for the infringing product, (2) royalties pre-
viously agreed to by the patentee, or (3) the value of the contribution of the patented invention over the prior art.

The revised damages provision reads (starting on page 1, emphasis added):

§ 284, Damages

(a) IN GENERAL."

(1) COMPENSATORY DAMAGES AUTHORIZED."

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00325 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.305



VerDate Nov 24 2008

316

Page 47
Patent Reform Act of 2009 back before Senate Judiciary Commiitee today to consider compromise Filewrapper.com
April 2, 2009 Thursday 9:48 AM EST

Upon finding for the claimant the court shall award the claimant damages adequate to comp for the infringement
but in no event less than a reason able royalty for the use made of the invention by the infringer, together with interest
and costs as fixed by the court, In determining damages, the court will direct the jury to consider any refevant factors or
methodologies, under applicable law, based on the evidence presented.

This modification should substantiaily remove most of the problems with the previous damages provisions,
that courts are free to consider the traditional Georgia-Pacific factors for calculation of a reasonable royalty.

The interlocutory appeal of claim construction orders section is also rewritten, and now provides for interlocutory ap-
peal:

(3) of a fina} order or decree of a district court determining constraction of a patent claim in a civil action for patent
infringement under section 271 of title 35, if the district court finds that there is a sufficient evidentiary record and an
immediate appeal from the order (A) may materially advance the uitimate termination of the litigation, or (B) will likely
control the outcome of the case, unless such certification is clearly erroneous.

This will likely reduce the number of interlocutory appeals of claim construction that would be permitted.
Modifications are also proposed to reexaminations (removing public use and public sale from grounds for reexamina-

tion), best mode (removing it as a basis for invalidity), and venue (imp! ting a convenience test to determine
whether a case should be transferred).

The conunittee previousty held its first hearings on the Patent Reform Act on March 10, where it heard testimony from:

Steven R. Appleton (testimony)
Chairman and CEOQ

Micron Technology, Inc.

Boise, ID

Philip S. Johnson (testimony)
Chief Intellectual Property Counsel
Johnson & Johnson

New Brunswick, NJ

David J. Kappos (testimony)
Vice President and Assistant General Counsel

Intellectual Property Law and Strategy
International Business Machines Corporation
Armonk, NY

Taraneh Maghame (testimony)
Vice President

Tessera, Inc.

San Jose, CA

Herbert C. Wamsley (testimony)
Executive Director

Intellectual Property Owners Association
Washington, DC

Mark A. Lemley (testimony)

William H. Neukom Professor of Law
Stanford Law Schoot

Stanford, CA
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Further coverage:
271 Patent blogIP WatchdogPatent DocsPatently-O

Newstex ID: FILE-0001-33881209

NOTES: The views expressed on blogs distributed by Newstex and its re-distributors ("Blogs on Demand®") are solely
the author’s and not necessarily the views of Newstex or its re-distributors, Posts from such authors are provided "AS
1S", with no warranties, and confer no rights. The material and information provided in Blogs on Demand® are for gen-
eral information only and should not, in any respect, be relied on as professional advice. No content on such Blogs on
Demand® is "read and approved" before it is posted. Accordingly, neither Newstex nor its re-distributors make any
claims, promises or guarantees about the accuracy, completeness, or adequacy of the information contained therein or
linked to from such blogs, nor take responsibility for any aspect of such blog content. All content on Blogs on De-
mand® shall be construed as author-based content and commentary. Accordingly, no warranties or other guarantees will
be offered as to the quality of the opinions, commentary or anything else offered on such Blogs on Demand®. Reader's
comments reflect their individual opinion and their publication within Blogs on Demand® shall not infer or connote an
endorsement by Newstex or its re-distributors of such reader's comments or views, Newstex and its re-distributors ex-
pressly reserve the right to delete posts and comments at its and their sole discretion.
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Statement of Dayid J. Kappes Vice President and Assistant General Counsel, Inteflectual Property Law and Strat-
egy IBM Corporation

Committee on Senate Judiciary
March 10, 2009

Mr. Chairman, Ranking Member Specter, and members of the Committee. My name is David J. Kappos and I am
Vice President and Assistant General Counsel for Intellectual Property Law and Strategy for the IBM Corporation. [
appreciate the opportunity to offer IBM's views on patent law reform and the actions that this Committee should take to
preserve America's innovation leadership and competitiveness in the world, and to encourage investment to produce
economic growth and create jobs.

IBM supports S. 515, the Patent Reform Act of 2009, and urges the Committee to pass this important piece of
legisiation to create a contemporary U.S. patent system. The last half-century has been a time of unprecedented
technological change. However, during this same period, the laws governing our U.S. patent system have not been
significantly updated to reflect these changes. Innovation today is characterized by diverse forms of collaboration,
multidisciplinary problem-solving, interconnected technologies, and complex products incorporating multiple
inventions. The patent system must adapt to these changes.

SUMMARY

IBM is committed to ensuring that our patent system is robust and that the United States economy is strong, We
bave been the leading assignee of issued patents in the United States for 16 consecutive years, and we earn about $1
billion annually in intellectual property related-income. IBM also invests more than $6 billion a year in research and
development, and earns about $100 billion annually providing products and services. IBM is therefore uniquely posi-
tioned to promote a balanced patent system that will benefit patentees, producers, and the public.

The patent system must balance the interests of all industries. IBM is not a member of any of the coalitions that
have formed to advocate on behalf of particular industries. Rather, IBM believes that these interests are reconcilable and
meaningful compromise can be achieved so that the patent system will meet the needs of innovators in all industries,
and most importantly, serve the best interests of the American public.

The nature of innovation has changed. Today, we benefit from inventions made possible through highly collabora-
tive and interconnected technologies. Many of the products that consumers demand are complex and include contribu-
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tions from multiple innovators that incorporate hundreds if not thousands of patented inventions. At the same time,
many new innovations require investments of unprecedented size to achieve a single new product protected by a single
patent. For the United States to remain competitive our patent system must accommodate all of these innovation mod-
els. Yet our patent laws have not been significantly updated for over 50 years. IBM believes that enactment of §. 515 is
necessary for our nation to remain intellectually and economically competitive.

While progress has been made in recent years through judicial reform in areas such as obviousness, injunctions,
willfulness, and most recently venue in patent litigation, much remains to be done to restore balance to our patent sys-
tem. The problem of poor quality patents persists. Uncertain patent rights create speculation and lead to excessive litiga-
tion.

IBM supports S. 515's approach to improving patent quality, including “first window" post grant review, enhanced
inter partes reexamination, and pre-issuance submission of information. These reforms reduce the impact of poor quality
patents by making it easier to promptly challenge the validity of a patent without resorting to litigation, and without
subjecting patentees to an undue period of uncertainty.

A particular point of contention has been and remains the appropriate standard for reasonable royalty damages de-
terminations. As with other issues with competing interests that have been resolved, IBM believes that this issue is rec-
oncilable and a balanced solution can be achieved.

In IBM's experience, the current legal standard does not provide the certainty needed to enable modermn business to
operate cffectively. As a result, the precious time of skilled scientists and engineers is too often spent defending gainst
costly and time- consuming litigation, instead of creating innovations that drive economic growth.

In reforming the law in this area, we must nevertheless be mindful of the fundamental importance of ensuring that
patentees are appropriately compensated, or the patent system will fail to provide the incentive innovators require.

IBM believes that the Supreme Court provided critical guidance in its recent, unanimous Quanta decision. In ad-
dressing the related issue of patent exhaustion, the Court focused on the essential features of the invention to determine
if the patentee had received full compensation. An approach that uses the Quanta standard as a starting point will pro-
vide the guidance needed to properly compensate the inventor by focusing the damages inquiry appropriately.

IBM believes that by improving patent quality and reducing wasteful patent litigation, S. 515 will remove
roadblocks to the development and implementation of new innovations, spurring economic growth. For the United
States to maintain innovation leadership, our patent system must be in the future what it has been in the past - the best in
the world. The need to act is urgent, the goal is achievable, and failure to act will harm our nation's economic interests.
We urge enactment of the Patent Reform Act of 2009.

IBM IS A TECHNOLOGY LEADER

IBM is an innovation company and inventions are critical to our success. In 2008, for the 16d’ consecutive year,
IBM was the recipient of more U.S. patents than any other assignee. IBM received over 4,000 U.S. patents, the first
company ever to do so in a single year. We have a deep appreciation of, and commitment to, technology development
and scientific pursuits. During the eompany's nearly 100year history, its employees bave included five Nobel laureates,
five National Medal of Science recipients, and seven winners of the National Mcdal of Technology. IBM has invented
industries such as hard disk drives, relational databases, and RISC computers.

Over 6,000 IBM inventors were responsible for the 4,186 patents received by IBM in 2008. They reside in 44 dif-
ferent states and territories in the U.S. and 27 other countries globally. More than 40,000 patents in IBM's global patent
portfolio.

IBM employs approximately 120,000 people in the U.S., located in each of the 50 states and the District of Colum-
bia. Their jobs depend on IBM's success in the global economy. Most of these are high-skill, high-wage jobs, including
thousands of technieal positions in software engineering, hardware development, technical serviees, consulting, research
and manufacturing. The majority of IBM's worldwide jobs in hardware development, software engineering and research
are in the U.S.

in addition to developing, manufacturing and delivering information technology, we focus on delivering innovative
solutions to IBM clients. Nearly half of IBM's U.S. employees work in our services business, including thousands of
consultants and technical experts who serve clients operating around the world. Qur clients want an innovation partner
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who can help them apply and integrate technology in ways that deliver new and lasting value. IBM is at the forefront of
innovation in new products and services, and entirely new business models.

The United States is IBM's largest market in terms of revenue, and IBM invests heavily here. For example, in 2007
over 75% of IBM's $6.2 billion in research and development (R&D) spending was invested in the U.S. Of the over
39,000 U.S. patents issued to IBM between 1993 and 2007, 90% were based on inventions made in the U.S. This R&D
investment has made it possible for IBM to generate about $1 billion in IP-related income annually and has enabled
IBM to operate a profitable global business with anmual revenue exceeding $100 billion.

THE NATURE OF INNOVATION HAS CHANGED

IBM strives to maintain and foster an innovation culture not only to meet our clients' demands, but also to remain
competitive and thereby benefit our shareholders, our employees, and the eommunities we serve. Demands on our busi-
ness and the businesses of our clients, partners and competitors are driven by new global marketplace realities. If
America is to remain competitive, create jobs, and continue to be one of the most innovative nations on earth, it must
adapt to these new realities.

In the Industrial Age, innovation primarily was the result of work by individuals or smali groups within an
enterprise. Today, interconnected technologies have created an environment that allows groups of people to innovate
together across enterprises and national boundaries. This rich environinent enables the development of multifunction
products and services, and creates efficiencies and synergies through the contributions of many different creative
sources. Many of the products that consumers demand are complex, include contributions from multiple innovators, and
incorporate hundreds if not thousands of patented inventions. We benefit from inventions that are made possible
through this "collaborative™ innovation.

Incorporating innovation from multiple sources is enabled by: (1) open innovation environments; (2) technology
standards, where innovators work collaboratively to create a common platform for product-level competition; and (3)
licensing and cross-licensing of technology to gain access to others’ innovations. The diversity and interconnectedness
of modern innovation models increases the need for predictability and clarity in determining the valid scope of patent
rights, as well as valuing them for licensing purposes. For example, a licensing agreement that directly affects two par-
ties is likely to indirectly affect many more. As a result, there is a heightened sensitivity to uncertainty. Such uncertainty
in this context will increase transaction costs and make it increasingly difficult for innovators and implementers to trade
the intellectual property (IP) rights needed to bring innovative products and services to consumers.

Collaborative innovation through open platforms and standards has blossomed across numerous industries in recent
years, Such development occurs in diverse ways. It may be horizontal -- in which muitifunction products such as com-
puter systems incorporate innovative features from multiple sources -- or vertical, in which single function products
such as pharmaceuticals reflect inventions from multiple "upstream” and "downstream” participants in the development
*chain”.

So, what role should U.S. patent policy play in making sure that we continue to be a nation of innovators? How
should the patent system help us to capture these technological developments and transtate them into differentiators for
American prosperity and drivers of growth?

THE U.S. PATENT SYSTEM HAS NOT KEPT PACE WITH THE CHANGING NATURE OF INNOVATION

The U.S. patent system is widely acknowiedged as underpinning America's leadership in innovation and IBM
strongly shares this view.

Patents play as important a role for IBM as they do for any other U.S. company. They provide an incentive to inna-
vate by protecting our inventions while providing us the freedom of action to bring new products and services to market
and partner with our clients to meet their needs. Patents spur successive innovation because patentees must disclose
their inventions to the public, enabling others to build upon these innovations. As America competes in a global
economy, we must rely on innovation for competitive advantage. Ensuring that our patent system properly promotes
innovation is therefore central to America’s ability to compete and to produce economic growth and jobs.

Unfortunately, we continue to see developments that threaten the ability of the U.S. patent system to keep pace with
and respond to changes in the nature of innovation, The U.S, patent system must be properly positioned to help our
country maintain and grow its innovation leadership,
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Two significant developments arise from the failure of our patent system to adapt: the granting of low quality pat-
ents, and the adverse effects of excessive patent litigation.

Low Quality Patents: High-quality patents that have been properly prepared and examined to ensure that they meet
all of the legal and policy objectives of the patent system increase certainty around intellectual property rights, reduce
contention and free resources to focus on innovation. We believe the quality of patents issued in the U.S. has
diminished, and that the sut ial improvi ts needed to address this quality crisis are not possible without
Congressional action.

Patent professionals are concerned about patent quality and are not confident that matters will improve. In August
2005, the Intellectual Property Owners Association (IPO) conducted a survey of its member corporate patent profes-
sionals regarding their views on U.S. patent quality. The findings are revealing. Over half (51.3%) said they rate the
quality of patents in the U.S. as poor or less than satisfactory. This conclusion did not significantly vary based on indus-
try. When asked whether they thought patent quality would decline, improve, or stay the same over the next three years,
28.7% responded that they thought patent quality would worsen, and 51.2% thonght things would stay the same. Re-
sponses varied some by industry, but the most noticeable differences were in responses by smaller companies (under $1
billion in revenue) and by companies in the computer, electronics, and software industry, where the percentage of re-
spondents expecting a decline in patent quality was nearly twice the average. Forty-four percent of smaller company
respondents thought that patent quality would get worse and 40% of the computer, electronics, and software industry
respondents thought that quality would worsen.

The U.S. Patent and Trademark Office (USPTO) has not been able to keep pace with the avalanche of applications
it has received in recent years. In fiscal year 2007, the USPTO received nearly 485,000 patent applications which
represented a seven percent increase over the previous year. The backlog of applications is growing. The USPTO has
been hiring more examiners to reduce the backiog. But with such a significant increase in the number and complexity of
applications, it is difficult to assure high quality.

Excessive Patent Litigation: Patent litigation has increased significantly for more than a decade, in part driven by
low patent quality that creates uncertainty around intellectual property rights, spawning increased specuiation. This ex-
cessive litigation threatens to sap America’s innovative capacity and its ability to compete in the world if left unad-
dressed.

The number of patent infring; suits filed Hly in the U.S, nearly doubled in the ten years ending in 2004,
going from 1,617 in 1994 to 3,075 in 2004.3 There were 2,830 cases filed in 2006.4 Patent litigation has remained at
this elevated level with some fluctuations. The National Academy of Sciences reported in its 2004 study on improving
the U.S. patent system that the number of patent infringement lawsuits settled or disposed of in federal court doubled
between 1996 and 2002 from 1,200 to 2,400 cases per year. In 2007, nearly 2,800 U.S. district court patent cases were
terminated, over 3,600 cases remained pending, and nearly 2,900 new cases were filed. From 2006 to 2007, the number
2007 Annual Report of the Director: Judicial Business of the United States Courts 207 (U.S. Government Printing
Office, 2008). Data covers the 12-month period ending September 30, 2007.

Patent litigation, according to the Phoenix Center for Advanced Legal and Economic Public Policy Studies, costs
the economy $4.5 billion annually.9 In a survey conducted in 2007, the American Intellectual Property Law Association
found that the median cost to a parry in bringing a patent infringement case to trial verdict with less than $1 million at
stake was about $600,000 and in a case with more than $25 million at stake, the median cost was $5 miltion for each
side.lo These figures do not include private settlements in the form of negotiated license agreements to avoid litigation.
In its August 2005 patent quality survey, IPO also asked its member company respondents if, in the next 3 years, they
expect the resources spent on patent litigation to increase, decrease, or stay the same. Almost 74% said they expect to
spend more resources on patent litigation.

This high leve! of patent litigation, particularly in the IT industry, shows that valuation issues are not being resotved
in negotiation. IBM believes that this indicates both that patents of uncertain scope and validity are being enforced, and
reasonable royalty damages determinations are not providing the needed gnidance for the IP licensing market.

As a matter of patent policy, the requirements for patentability and patent validity should be clear and predictable.
As the U.S. Supreme Court in Festo explained, "[t}he monopoly [conferred by a patent] is a property right; and like any
property right, its boundaries should be clear.” 12 Otherwise, the public cannot discern the scope of the patent until after
all infringement litigation has concluded and will not invest in innovative products that might potentially fall within the
patent’s scope.
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Court awarded reasonable royalty determinations provide the backdrop against which all patent settiements and
patent licensing activities are measured. Collectively, these seitiements and Jicenses define an IP market in which de-
velopers and implementers of IP come together to trade the rights necessary to provide goods and services. This market
must function efficiently, minimizing market friction and transaction costs that are ultimately passed along to
consumers. Thus, it is paramount that royalties fairly compensate the patentee and fairly charge the licensee. Damages
awards that reflect the economic value of an innovation appropriately balance interests and act as essential references
for IP market participants, since patentees and licensees are respectively neither overcompensated/overcharged nor
under-compensated/undercharged. 1BM believes that an efficient EP market is important for promoting innovation,
including for the development of complex products incorporating multiple inventions 14 that have become common-
place; and that an efficient LP market rests heavily on the ability to predict with a high degree of certainty the legal
remedies available for patent infringement.’

" While multi-function products tend to have high visibility in the IT sector, there is a similar issue in biotechnol-
ogy due to the multiparty nature of research. Some entitics such as universities perform fundamental or "upstream” in-
novation while other "downstream™ entities productize.

To offer the products that consumers desire and to license the related IP, providers need an efficient market in
which IP rights can be readily valued and exchanged. Whete there is divergence between licensor's and licensee’s views
regarding fair and reasonable licensing fees, transaction costs rise and the market becomes inefficient. Multiple parties
make the problem more complex and increase sensitivity since more parties must agree regarding IP valuation. Without
certainty, there is also a heightened risk of speculation. For example, parties may be encouraged to enforce patents for
purposes of extracting high royaities from the producers of goods and services, while producers may be encouraged to
hold out against taking licenses for purposes of extracting access to innovations at low royaity rates. The inability to
agree on a royalty fee prevents innovators from being compensated, prevents products and services from reaching the
market, and increases the incidence of costly litigation,

As products have become increasingly complex and integrated, the licensing necessary for the [P market to
function has become more complicated. Companies need to consider not only their own internally developed
technology and IP, but also the technology and IP of others. s The oft-cited example of the computer, or even the CPU
itself, containing hundreds if not thousands of patented innovations is illustrative. Similarly, a pharmaceutical product
may incorporate the "fundamental® research of a university combined with the targeted product development of a
pharmaceutical firm, is The typical licensee/product-selier must consider all the fees to be paid to all patentees in order
to make and sell its product. And the licensor/innovator must consider the role its innovation plays in the applicable

plij‘ien a patented invention is included in a product of any kind, including in a complex muitifunction product, its
economic value should be determined based on the substance of the invention. Economic value should not be affected
by the inclusion or omission of background or contextual elements added to the patent’s claims. Nor as a general propo-
sition should economic value be affected by the aggregate cost of a complex multifunction product in which the inven-
tion is incorporated. This substance-based approach is fair to both the licensor and the licensee, avoiding both under-
compensation and over- compensation, It also enhances predictability and certainty by causing all parties to focus on the
inherent value of the patented invention. The public benefits when innovators/licensors and producers/licensees are able
to readily come to terms regarding an invention's economic value.

Market complexity creates significant challenges for determining royalty fees. As such, licensors and licensees will
continue to be influenced in their negotiations by the legal standard for reasonable royalty damages and its application.
This is not surprising - both parties understand that reasonable royalty damages is the metric by which the licensing fee
should be judged since it is the measure for damages if they are forced to litigate. Given the challenging developments
in the market and the resulting challenges in licensing, it is of paramount importance that the law of damages provides
clear guidance.

As U.8. businesses, governments, and communities become increasingly interdependent, our nation's competitive-
ness will be even more susceptible to weaknesses in our country’s patent system. The Congress must take action to re-
shape U.S. patent law to be responsive to the fundamental economic and technological shifts taking place. The goal of
reforming U.S. patent law should be to preserve U.S. leadership in innovative capacity, enabling U.S. businesses to
capitalize on developments in technology, infrastructure and business organization and making them differentiators for
American prosperity.

THE PATENT REFORM LEGISLATION WILL BRING THE CHANGES NEEDED TO SPUR INNOVATION
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IBM believes both patent quality problems and excessive litigation must be addressed, and S. 515 does that
effectively. Although there are many provisions in the bill that enable a contemporary patent system, IBM's testimony
focuses on the provisions in the legistation that address patent quality and reform reasonable royalty damages.

Improving Patent Quality: There are two crucial reforms in the legislation that should be implemented to improve
patent quality. Both of these reforms are designed to open up agency patentability determinations to the public to ¢n-
courage the public to come forward with relevant information not previously discovered or disclosed. First, the bilf cre~
ates the opportunity for third parties to submit prior art to the USPTO during the patent prosecution process with com-
mentary on how that prior art is relevant to the application under consideration. This important and broadly supported
change will be highly effective in raising patent quality, particularly because it takes advantage of the fundamental shift
toward collaborative innovation. More and more collaborative communities are thriving today and their collective
knowledge can be harnessed to bring forward information, especially prior art, relevant to the examination process.

Second, IBM believes it is vitally important to have an administrative proceeding to aliow the public to bring for-
ward relevant information, post-issuance, about whether a patent was properly issued. This will increase the quality of
patents and will provide a low cost alternative to litigation. The solution in the bill represents a reasonable compromise
between the need to provide a meaningfitl way to bring forward relevant information and concerns that the administra-
tive proceeding will be used to harass the patentee. The bill provides the ability to challenge the patent in a post-grant-
review proceeding for one year following issuance based on a broad array of grounds related to patentability. After one
year, the public can bring forward relevant information through an "improved” version of the existing inter partes reex-
amination administrative proceeding. The improved inter partes reexamination proceeding will no longer prevent a chal-
Ienger from going to court at a later time on an issue that was not raised in the proceeding. Further, in addition to patents
and printed publications, a chalienger may submit evidence that the claimed invention was m public use or on sale in the
U.S. more than one year prior to the application. This is evidence that the examiner could have used to reject the patent
application during prosecution, but which a third party currently can only use to challenge the vaiidity of an issued pat-
ent by going to court.

Maintaining a ingful ability to challenge low quality patents administratively is important to strengthening and
preserving the integrity of the U.S. patent system. For the IT industry especially, being able to bring forward relevant
evidence more than a year after issuance of the patent is necessary because it is difficult, if not impossible, to watch for
all the potentially applicable patents that the USPTO issues. There can be many hundreds if not thousands of patents in
an IT product. It is not uncommon to be unaware of a patent until a letter is received claiming that payment is due be-
cause the patent covers the IT product.

Both of these proposed reforms will help to minimize patents being granted on inventions that are not new or are
obvious.

Reforming “reasonable royalty” damages: The reasonable royalty damages provision in 5. 515 balances the varying
needs of U.S. industries and businesses and IBM views this provision as a compromise. This provision allows the court
to accommodate varying business models by deciding which of three listed methods should be used by the court and the
jury to determine damages for patent infringement. We recognize that this provision has generated concern in the past.
As a result, we discuss below an alternative which we believe will adequately address the full range of how inventions
are used in products and services across industries and will maximize the chance that a "reasonable” royalty is granted
in every case.

As discussed above, IBM believes that IP market efficiency can be ensured by focusing the damages calculation on
the economic value of the essential features of the subject invention. In partieular, IBM recc ds to the Cc
that the legislation ensure this focus by: (1) incorporating Quanta's "essential features” concept into the damages deter-
mination; (2) ensuring district courts increase precision in Entire Market Value Rule ("EMVR") and Convoyed Sales
determinations; and (3) requiring district courts to better exercise their gatekeeper powers to cause rigorous expert
analysis and review of damages evidence and reasonable royalty determinations. IBM believes these recommendations
are representative of best practices that are supported by Supreme Court and Federal Circuit law.

Incorporate Quanta "Essential Features” Standard into Damages Determination

Application by analogy of the Supreme Court's formulation of the "essential features” of a patented invention in the
Quanta case to damages determinations will focus the damages determination on the value of what the inventor actually
invented. In the unanimous Quanta decision, the Supreme Court held that if a patentee sells (or licenses another to self)
a product that includes all the essential features of a patented invention, 16 then the patent rights are "exhausted," mean-
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ing that the patent can no longer be asserted against downstream buyers of that product. The underlying theory behind
the patent exhaustion rule is that "in such a transaction, the patentee has bargained for, and received, an amount equal to
the full value of the goods.”17 In other words, the patentee received full compensation when the product was sold, and
is not entitled to ctollect an additional royalty.'$ The connection between Quanta and the law of exhaustion on the one
hand, and the determination of patent damages on the other, is the Court's renewed focus on the substance of the inven-

tion in determining the proper scope of patent protection.

For complex products incorporating many inventions and unpatented elements, focus on the "essential features” re-
sults in fair comp ion for the p It does not overcompensate by including the value contributed by others, nor
does it under- compensate by excluding the value provided by the patented invention. The standard is flexible and ap-
plies fairly to all iiventions. Where, for example, the invention is in a combination of elements itself, the Court in
Quanta recognized that the elements of the combination could not be evaluatcd separately or the invention's "essential
features” would be lost. 19

Focusing on the invention's essential features also assists fact- finders in determining equitable compensation. In-
ventors receive the same value whether or not background or contextual elements are added to thcir claims. An inven-
tion of significant scope and value shouid be entitled to a large royalty regardless of whether it is claimed precisely or
includes additional elements that are not essential to the invention. Likewise, a minor improvement should be entitled to
a limited royaity regardiess of whether the claim includes elements that are unrelated to patentability.20 Basing reason-
able royalty damages on the economic value of the essential features of the invention should thus properly compensate
the inventor by focusing the inquiry on the invention itself. Furthermore, as the essential features are determined objec-
tively through examination of the public record of the patent file history, this approach will increase the predictability
and certainty necessary for the functioning of an efficient IP market.21

There Must Be More Precision in EMVR Analysis and Convoyed Sales

Due to the increasing complexity of products, including systems incorporating many individual and grouped com-
ponents, application of the EMVR and the related Convoyed Sales doctrine have become widespread. In these situa-
tions, for convenience and simplicity, damages analysis tends to emphasize the product environment in which a "com-
ponent of a component” within a component 22 is placed, rather than the more precise and relevant issue of whether the
infringing product corresponds closely to the invention. In a recent case covering a product of this type, Federal Circuit
Judge Rader, sitting by designation in the District Court, recognized the significant burden of proof that application of
the EMVR should require:

Moreover, neither Comell nor Dr. Stewart has offered sufficient economic proof that the component of a compo-
nent of a part of the server and workstation systems drove demand for the entire server and workstation products and
entitles Comnell to damages on sales of Hewlett-Packard's entire servers and workstations.

It is important to encourage widespread and vigorous application of this evidentiary threshold so that the "reach” of
patent protection afforded an invention does not extend beyond the actual invention and onto unrelated components or
features of a product incorporating the invention, unless the invention is in fact "the basis for customer demand” for the
entire product that nevertheless includes other functiens or features.

Finally, as IBM understands application of the EMVR, it may be based on demand driven by the claimed invention
as expressed by all of its respective limitations. IBM suggests that, in an environment characterized by the proliferation
of complex products incorporating multiple inventions, the fairest application of the Jaw would require evaluating
whether the demand is driven by the invention itseif - i.e., by the essential features of the patented invention. This
avoids giving weight to claim elements that may be unrelated to the invention in applying the EMVR.

Judieial Gatekeeping Needs to Be Strengthened

In the Comell case mentioned above, the Court also excluded the testimony by the damages expert because the
purported expert failed to "show a sound economic connection” between the claimed invention and the proffered royalty
base. IBM believes that such strong gatekeeping is highly supportive of an efficient market in IP, and should be required
of the courts. District courts that provide clear articulation of the logic and factors relied upon in their damages deci-
sions provide a better foundation for review. Such articulation also would provide the clear guidance for negotiators that
is critical for commereial entities and the public. Rigorous requirements for damages experts, coupled with clear articu-
lation of the bases for damages determinations, creates certainty for licensors and licensees alike, improving the effi-
ciency of IP markets.
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CONCLUSION

The nature of innovation has changed. The drivers of growth today are quite different from those in previous eras.
America must rely more than ever before on the ability of its citizens to innovate to create economic growth and main-
tain competitive advantage.

The patent reform debate thus far unfortunately has been characterized as adversarial, pitting one set of industries
against another set of industries. To be sure, industries use the patent system in different ways and these differences
affect how they view some reform proposals. However, we believe any differences are not insurmountable.

The Framers of our Constitution wisely gave Congress the express power "[t]o promote the progress of science and
useful arts, by securing for limited times to authors and inventors the exclusive right to their respective writings and
discoveries”. Our patent system is facing real problems and urgent Congressional action is needed to address them. IBM
urges you to enact S. 515 and reform our patent laws to remove the roadblocks to development of new innovations and
seize new opportunities to spur economic growth.

Tharnk you again for the opportunity to present IBM’s views.

LOAD-DATE: March 24, 2009
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Supreme Court to Review 'Business Method' Patents

The high court will decide if such things as financial products and Internet
commerce systems deserve intellectual-property protection

By Michael Orey

The U.S. Supreme Court announced on Monday, June 1, that it would take up a
major issue in intellectual-property law: whether patents should be granted for
what are known as business methods. Many financial, accounting, and e-
commerce firms have rushed to obtain patent protection for such things as ways to
structure financial products, manage organizations, or transact business on the
Intemnet.

The court said it would consider a case involving a method for hedging risk in
commodities trading. A claimed patent on this process, filed in 1997 by inventors
Bernard Bilski and Rand Warsaw, was rejected by the U.S. Patent & Trademark
Office on the basis that it simply involved a mental process and did not need any
technology to implement. That rejection has been upheld though various appeals.
By agreeing to weigh in on the case, the high court is venturing into controversial
terrain. Critics of business-method patents say it was never the intent of the law to
protect such things, which in their view are often far closer to abstract concepts or
mathematical algorithms rather than physical inventions. Proponents say they are
key to promoting innovation in today’s knowledge- and service-based economy.
In reversal, IBM opposes the patents

Whichever side the Supreme Court takes on the issue is likely to be of major
significance. "This case will...impact American innovation for at least a decade
or more because what we're talking about is the outer bound of what is
patentable,” says Robert Sachs, a patent attorney at Fenwick & West in San
Francisco.

Businesses come down on both sides of the issue. IBM (IBM), which has
obtained a slew of business-method patents, filed an amicus brief in what is
known as the Bilski case, stating that the company is now opposed to-them. IBM
maintains that the patents are not needed to promote innovation; businesses would
come up with the products even without patent protection. "You're creating a new
20-year monopoly for no good reason," IBM's top in-house patent attorney, David
Kappos, told BusinessWeek last year.

Accenture (ACN), the big consulting and technology services firm, vigorously
supports business-method patents. "Why shouldn't new techniques for managing
organizations be entitled to patent protection?” asks Wayne Sobon, Accenture’s
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intellectual-property director, in an interview. "It's exactly like any other
engineering field," he says. "Instead of applying science to control electrons,
[consultants] apply science and engineering principles to improve how people
work better together.”

The court's decision to review the Bilski case caught many observers by sutprise.
The Bilski patent claims are widely viewed as vulnerable to challenge on a
number of grounds, and the sense among some experts was it would make a poor
test case.

Halt to a 10-year patent flood

"This patent is a hard patent to defend on its merits as being a valuable advance,”
notes John Duffy, a professor at George Washington University Law School who
is nonetheless a leading proponent of business-method patents. But Randy Lipsitz,
an intellectual-property attorney at Kramer Levin Naftalis & Frankel in New York,
says the court couldn't ignore it. "It's too big of an issue. Too many dollars were
on the table,” he says.

The Federal Circuit Court of Appeals, which hears all patent appeals, gave the
green light to business-method patents in a 1998 ruling involving a technique for
tracking investments in a portfolio of mutual funds. The Patent Office has since
issued a flood of patents in this area. But last October, in what has come to be
known as the Bilski case, the Federal Circuit affirmed the rejection of the Bilski
patent claims. It issued a ruling that dials back significantly on what business-
method inventions will be patent-eligible.

In the wake of that ruling, lower courts and patent examiners have increasingly
been rejecting business-method patent claims, says Lipsitz. On May 27, for
example, Florida Federal District Judge Paul Magnuson ruled that Bank of
America's (BAC) "Keep the Change" program—which rounds consumer credit-
card purchases up to the nearest dollar and transfers the difference to a bank
account—didn't infringe the so-called "rounder” patent held by Every Day Counts,
a Cape Coral (Fla.) company, on a system for distributing excess funds from
spending transactions. The recent Bilski ruling had rendered that patent invalid,
Judge Magnuson ruled.

The Supreme Court won't hear arguments in Bilski until its next term, which
begins in October. A ruling is likely during the first half of 2010.

Orey covers corporations for BusinessWeek
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Why Technologists Want Fewer Patents

We shouldn’t grant monopolies on concepfts.
By L. GORDON CROVITZ
The last time the Supreme Court heard a case on what kinds of innovations
deserved patents was in 1981 - the year IBM launched the first personal
computer using a disk operating system from a young Microsoft. The Internet as
we know it was still years in the future.
This month, the Supreme Court agreed to reconsider what can be patented. At
stake are tens of thousands of existing patents and a rethinking of why we have
patent protections in the first place.
One measure of how badly the patent system needs reform: IBM, for years the
company that’s been assigned the greatest number of patents now says too many
patents are being granted. IBM is also the leader in "business method” patents that
the court could now invalidate. Several justices have doubted that software can be
protected by patents. Industries from high-tech to biotech and financial services
are watching the case of Bilski v. Doll with intense interest.
More broadly, patent law is at the shifting tectonic plate between the fading
Industrial Age and today's Information Age. Like other areas of intellectual
property, patents regulate information about how inventions work and how this
information can be used and shared. '
According to the Constitution, the goal of patent law is "to promote the progress
of science and useful arts.” Until the digital era, patents were typically for new
machines or improvements to existing machines. In recent years, courts have also
upheld patents for new ideas about how to do things, loosely linked to any
physical machine, other perhaps than a computer. These include patents for
techniques in finance, accounting and insurance. As one Silicon Valley lawyer
says, "Unlike in the Industrial Revolution, many of today's inventions would not
hurt if you dropped them on your foot.”
This cuts both ways in the debate over patents in an era when the best way to
boost innovation may be more sharing and less protecting of information. The
greatest innovations today are better methods rather than new machines. The
patent application in the Bilski case is typical: It was for a method for hedging
risks in the sale of commodities. This created real value, but that shouldn't be
enough to justify a patent limiting the spread of information. The U.S. Court of
Appeals for the Federal Circuit, after approving many such business process
patents, tried to limit them to methods that are tied to a particular machine or that
transform something into a different state.
The Patent Office now gets some 500 million applications a year, leading to
litigation costs of over $10 billion a year to define who has what rights. As Judge
Richard Posner has written, patents for ideas create the risk of "enormous
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monopoly power (imagine if the first person to think up the auction had been able
to patent it).” Studies indicate that aside from the chemical and pharmaceutical
industries, the cost of litigation now exceeds the profits companies generate from
licensing patents.
The makers of almost every new product have to jump through hoops to make
sure they haven't violated a patent, which is one reason that patent king IBM is
willing to toss in its crown. "In the Industrial Age, innovation primarily was the
result of work by individuals or small groups within an enterprise," explains IBM
lawyer David Kappos. "The nature of innovation has changed. Today, we benefit
from inventions made possible through highly collaborative and interconnected
technologies. Many of the products that consumers demand are complex and
include contributions from multiple innovators that incorporate hundreds if not
thousands of patented inventions.”
Mr. Kappos notes that this "increases the need for predictability and clarity in
determining the valid scope of patent rights.” As things now stand, the vagueness
of patent l]aw means the "precious time of skilled scientists and engineers is too
often spent defending against costly and time-consuming litigation, instead of
creating innovations that drive economic growth." Incentives still need to be
available for individual inventors and start-up companies, giving venture capital a
key role in funding businesses based on new ideas.
The Supreme Court may decide that more progress would be made with narrower
definitions of what is patentable. A book on the U.S. approach to patents,
"Jefferson vs, the Patent Trolls" by Jeffrey Matsuura, makes the key point that
"intellectual property rights were not goals in and of themselves, but were instead
a mechanism through which society attempted to facilitate creative collaboration.”
Thomas Jefferson, the nation’s inventor-president, would support patent reform in
an era when new information technologies build on themselves. An idea, he
observed, is a rare thing whose value increases as it's shared. "No one possesses
the less because everyone possesses the whole of it,” he wrote. "He who receives
an idea from me receives it without lessening me, as he who lights his candle at
mine receives light without darkening me."
Write informationage@wsi.com
Printed in The Wall Street Journal, page A13
Copyright 2009 Dow Jones & Company, Inc. All Rights Reserved
This copy is for your personal, non-commercial use only. Distribution and use of
this material are governed by our Subscriber Agreement and by copyright law.
For non-personal use or to order multiple copies, please contact Dow Jones
Reprints at 1-800-843-0008 or visit
www.djreprints.com
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The New York Times (blog): Patent King I.B.M. Will Give Away More Ideas

January 14, 2009, 1:00 pm
http://bits.blogs.nytimes.com/2009/01/14/patent-king-ibm-will-give-away-more-
ideas/#more-2281

By Ashlee Vance

While celebrating its role as patent kingpin, [.B.M. has pledged to open up more
of its inventions than ever before to the public.

Last year, I.B.M. hauled in 4,186 patents from the United States govemnment,
making it the top patent holder for the sixteenth straight year. LB.M.,, in 2
statement, was quick to note that its patent total outstripped that of Hewlett-
Packard, Microsoft, Oracle, EMC, Apple and Google combined.

In the years to come, I.B.M. expects to maintain a similar patent grant pace. That
said, it also now plans to publish details on 50 percent more inventions that LB.M.
does not plan to patent — about 3,000 items a year — via technical papers and the
Internet. By making such inventions public, a practice known as defensive
publishing, .B.M. will prevent other companies and individuals from gaining
patents on the ideas.

“We concluded that it’s time for us to do something new and different,” said
David Kappos, vice president and assistant general counsel for intellectual
property law at LB.M. “We think defensive publication represents a mechanism
whose time has come.”

Historically, .B.M. has generated massive profits from proprietary businesses
such as those tied to mainframes and business software. At the same time, [.B.M.
has been a consistent supporter of many key standards related to technology
infrastructure and has been a major backer of open source software, where the
innards of applications are shared freely.

I.B.M. now wants to promote similar, open ideas across a broad set of industries
and endeavors, including energy, the environment, health care and education.

“We’re putting an emphasis on areas that we think will be most beneficial to
developing the open standards that world needs to address the problems that we
face,” Mr. Kappos said.

Inventions around the transmission of energy or the distribution of health care
information could bring new levels of efficiency to these industries, . B.M. says.

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00340 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.320



VerDate Nov 24 2008

331

Examples .B.M. pointed to of publicly available inventions include giving a
computer insight into a person’s calendar and e-mail settings to know when to
power down an unused machine, placing RFID tags in devices to alert people of a
possible theft when the device is taken out of a certain area, and creating smarter
storage systems that can power themselves down.

Over the years, I.B.M. has endured some measure of ridicule for requesting
patents on inventions well outside of its usual sphere of business such as systems
for deciding whose turn it is to use the bathroom on an airplane. Eighteen months
ago, however, 1. B.M. decided not to pursue such business method patents.

While LB.M. will continue to protect ideas considered potential technology
breakthroughs, it says that the inventions released to the public will still be
important, innovative ideas.

The company hopes the government can use the public inventions as guides when
it judges the merits of applications from other companies and individuals,

improving the often criticized Untied States patent system.

“This is about getting high-quality patents,” Mr. Kappos said
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By JUSTIN SCHECK

A report being released Wednesday shows that when it comes to intellectual
property, two of the world's largest technology companies are on diverging paths.

In 2008, International Business Machines Corp. generated more U.S. patents than
any other company, according to data from the U.S. Patent and Trademark Office
compiled by research firm IF1 Patent Intelligence. IBM was granted 4,186 patents
last year, IFI said, up from 3,125 in 2007. It was the 16th consecutive year that
IBM led the patent pack.

Hewlett-Packard Co., in contrast, produced 1,424 patents last year, down from
1,466 in 2007. That put H-P, which continues a strategy of limiting its patent
activity, tenth on the 2008 list after finishing ninth in 2007.

H-P was once trying to compete with IBM as the most prolific patent producer. In
2005, for instance, H-P was the third-biggest producer of patents behind IBM's
number one spot. But after Chief Executive Mark Hurd arrived at H-P in 2005,
the Palo Alto, Calif., company spent less time and money filing new patents as the
CEOQ strove to make the H-P more efficient, said Kevin Light, a deputy general
counsel and vice president for intellectual property at H-P,

H-P has been focusing on "the quality of the patents that we seek, as opposed to

the quantity,” Mr. Light said. As a result, he added, H-P is seeking broad patents
that relate directly to its main businesses, avoiding the costs of filing patents that
may relate to more specific processes.

H-P's current strategy is a departure from the approach under former CEOQ Carly
Fiorina, who tried to boost the company's profile as an innovator, said Rich
Dobherty, an analyst the The Envisioneering Group who follows patent filings. Mr.
Hurd, in contrast, seems more focused on shorter-term financial results, he said.
He also said H-P seems to be keeping secret certain innovations, especialty in its
services division, rather than filing patents. "They've turned the ratio of public
patents to private proprietary advantage,” he said.

Dave Kappos, IBM's vice president of intellectual property, said 70% of IBM's
patents this year were related to services and software. "The majority of the
innovation that goes on in the services industry is really technology," he said.

Meanwhile, Samsung Electronics Co. received the second-largest number of
patents last year, and Canon Inc. was third. Software giant Microsoft Corp. was
fourth and chipmaker Intel Inc. fifth. Matsushita Electric Industrial Co.. Toshiba
Corp., Fujitsu Ltd. and Sony Corp. were sixth, seventh, eight and ninth
respectively.
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By Roy Mark
2009-03-10
http://www.eweek.com/c/a/IT-Management/Patent-Reform-Debate-Opens-in-

Congress/

To no one's great surprise, the patent reform debate comes down to one thing:
damages. Tech companies claim excessive infringement damages are killing
innovation while large manufacturers and pharmaceutical firms contend large
damage awards barely even cover the litigation costs of multi-year infringement.

Congress resumed its long running patent reform debate March 10 with the usual
intractable foes lining up for and against the primary sticking point in legislation
introduced March 3: damages. High tech companies want the damages formula in
patent infringement lawsuits gutted; traditional manufacturing and pharmaceutical
firms like it just the way it is.

Bills introduced in both the House and Senate would more narrowly define willful
infringement, determining infringement damages in relation to the economic
value of the patent’s contribution to an overall product. Currently infringement
damages are based on the entire value of the product.

Reducing damages rank as a top priority for many of the country’s tech firms. As
David J. Kappos, IBM's vice president and assistant general counsel, explained to
the Senate Judiciary Committee, "Innovation today is characterized by diverse
forms of collaboration, multi-disciplinary problem solving, interconnected
technologies and complex products involving multiple inventions. The patent
system must adapt to these changes.”

Kappos told lawmakers patent litigation has significantly increased over the last
decade and that it continues, "This excessive litigation threatens to sap America's
innovative capacity and its ability to compete in the world if left unaddressed.”

Kappos' claim of increasing litigation was challenged by Philip S. Johnson, chief
intellectual property counsel at Johnson & Johnson. According to Johnson, of the
approximately 2,700 patent lawsuits filed annually in the U.S., fewer than five
result in verdicts of more than $100 million and most of those do not survive post-
judgment review and appeal.

"A prime example is the Alcatel-Lucent v Microsoft verdict of $1.5 billion that
was touted in the last Congress as the reason for patent damages reform, even
though it was later promptly and finally vacated,” Johnson said. "Critics from
some large technology companies nonetheless contend that damages reform is
needed because their fears that erratic or spurious awards will be granted cause
them to settle their cases at higher amounts than are fair.”
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Johnson added that tech's excessive damages claims are "hard to vet, as settlement
terms are normally private, and entered at a fraction of the damages that would be
assessed were the case to proceed to judgment.”

Congress has heard all of this before. In the 110th Congress, the House approved
patent reform but the legislation never gained traction in the Senate. The House
vote came after six years of debate and more than 20 hearings, most of them
covering the same material as the March 10 testimony before the Senate Judiciary
Committee.

"Our bill is intended to establish a more efficient and streamlined patent systeni
that will improve patent quality and limit unnecessary and counterproductive
litigation costs, while making sure no party's access to court is denied,” bill
sponsor Sen. Patrick Leahy, the Vermont Democrat whjo heads the Judiciary
panel, said in his opening remarks. "There is much work to do, but 1 am optimistic
that by continuing to work together, we will find the right langnage. We may be
closer to reaching consensus on language regarding damages and venue than ever
before.”

In addition to limiting damages, the bill would also create a post-grant review to
challenge issued patents, calls for a first-to-file systemn and grants broader
rulemaking authority to the USPTO (U.S. Patent and Trademark Office).

Sen. Orrin Hatch, R-Utah, co-sponsored the bill with Leahy. Hatch said he hoped
the third time would be the charm for patent reform.

"Today's introduction signals the third and what I hope will be the final round. If
we are to continue to lead the globe in innovation and production, we must have
an efficient and streamlined patent system,” Hatch said. "For those who might say
nothing has changed, I can attest that it has. Just look at the bill. We have listened
to many of the concerns raised by stakeholders and have changed the legislative
text accordingly.”
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Rick Merritt
(03/10/2009 3:46 PM EDT)
URL: http://www.eetimes.com/showArticle.ihtml?articleID=215801625

SAN JOSE, Calif. — Opponents in the ongoing patent reform debate squared off
in the U.S. Senate Tuesday (March 10) in a hearing that put a spotlight on their
chief bone of contention—how to calculate damages in patent infringement cases.
Senators pressed six witnesses--including representatives from IBM, Micron and
Tessera--to come up with a compromise.

"T won't vote for a bill unless there can be reconciliation between the parties,” said
Sen. Dianne Feinstein (D-Calif’), recalling a contentious meeting on the issue in
her office in April 2006.

"Everybody is so genteel here today, but they were like tigers coming out of a
cage at that meeting," she said.

Sen. Arlen Specter (R-Penns.) pressed each witness to suggest compromise
language about damages. "I think we can work out the other issues if we come to
a correct formulation on damages," he said.

Witnesses suggested some alternatives, but they could not come to a consensus on
the complex and controversial issue.

Big computer and communications companies want to limit the number of patent
infringement cases and damages they face. They back the bill (S.515) introduced
last week that calls for apportionment, a means of limiting damages to the
proportion of an end product’s value represented by an infringed patent.
Opponents say the bill would diminish the value of patents and invite more
infringement. Both sides referenced competing studies showing their approaches
would save jobs and bolster innovation in technology.

Without apportionment, companies could be forced to pay damages that "exceed
the total amount of revenue on a product,” said Steve Appieton, chief executive of
Micron Technology and a member of the Coalition on Patent Faimess that backs
the bill.

Micron spent $30 million defending against patent infringement suits last year,
money that could have created 450 jobs at the company, Appleton said. He
referenced a new study from the coalition that concludes the current bill could
help create 100,000 jobs over five years.

Opponents noted that the U.S. has a leading position as an exporter of intellectual
property rights, earning some $62 billion in licensing and royalties in 2008. The
revenue, and the jobs behind it, would come under threat if Congress adopts
apportionment, they said.

Instead of apportionment, representatives from Tessera and Johnson & Johnson
called for letting a judge act as a gatekeeper, advising juries how to assess
damages for a particular case. The judges could select from a set of so-called
Georgia-Pacific factors determined in an earlier court case to guide juries on how
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to make their decisions.

"Depending on the competitive situation, one or more of the Georgia-Pacific
factors need to be considered and it's nsually more than one,” said Philip Johnson,
chief intellectual property counsel at Johnson & Johnson, a member of the 21st
Century Coalition on patent reform.

Patent law needs to do a better job of addressing damages, but the Georgia-Pacific
guidelines are open to manipulation, said Mark Lemley, a professor at Stanford
Law School and another witness at the hearing.

The gatekeeper concept "is a good one" but it doesn't go far enough, said David J.
Kappos, assistant general counsel for intellectual property at IBM. "This is a
multi-part problem and it needs a multi-part solution,” said Kappos.

He recommended legislators borrow language about the "essential features” of a
patent from the recent decision in the Quanta case on patent exhaustion handed
down by the Supreme Court. The language could be used to help determine the
value a patent contributes to an end product that infringes it.

Representatives from Tessera and Johnson & Johnson were quick to reject the
IBM suggestion.

"I don't sec the essential features language to be any different than past language--
it causes all same problems,” said Taraneh Maghame, head of government affairs
at Tessera, a member of the Innovation Alhance that opposes the bill.

"I don't think [the] essential features [language] does violence to Georgia-Pacific
factors,” responded Kappos.

Senators turned to Herbert Wamsley, executive director of the Intellectual
Property Owners Association for a compromise. The group includes a wide array
of members including all four companies that testified.

"My members don't agree so I'm in kind of a bad place here,” Wamsley said.
"There is support from a lot of the industries on the gatekeeper concept, but when
you get to [adding in the] essential factors [language], it's not clear

Senators left the door open for further negotiations. Feinstein asked industry
participants to review and give feedback on patent reform language she drafted
after her April 2006 meeting. Specter put out an even broader call.

"There are a lot of high-priced lawyers and specialists in this room, and if you
have any suggestions on the right language this committee would be very
appreciative,” he said.

Sen. Patrick Leahy (D-Vt.) a co-sponsor of the bill expressed optimism industry
participants will find a consensus and that President Barack Obama will sign a
final bill. "There's much work to be done, but we may be closer to reaching
consensus on language than ever before," he said in his opening remarks.

The hearing was the eight on patent reform since the Congress took up the issue
about five years ago.
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* Major elements of patent bill already in court rulings
* Reform supporters say bill still needed
* Damages could be addressed in coming appeals court case

By Diane Bartz

WASHINGTON, March 23 (Reuters) - High-tech companies facing pricey
litigation to defend their patents are pressing Congress for patent reform, even
though they have already won some important elements of that reform in court.

These rulings, little noticed outside the patent world, have made it less likely that
the U.S. Patent and Trademark Office would issue a bad patent, or one that was
nothing more than an obvious improvement on existing technology.

The court rulings also make it harder to take a bad patent to a friendly court and
use it to shut down an entire company, or to use that bad patent to win a huge
settlement.

"Has there been significant patent reform in the past five years? Yes. Are there
still areas that need reform? Yes," said John Whealan, who teaches at George
Washington University Law School and who worked on patent reform as a former
Capitol Hill staffer.

Proposed patent reform bills are opposed by big pharmaceutical companies and
some smaller tech companies, among others.

A 2007 Supreme Court ruling, KSR International v. Teleflex, reduced the
likelihood that a bad patent would get granted by raising the bar on
"obviousness." Patents are not supposed to be granted for small improvements on
existing technology.

"Obviousness isn't in patent reform bills, but some of the driver is that there are
too many bad patents out there," said Mark Lemley, who teaches at Stanford Law
School.

By improving patent quality, the KSR ruling may have made moot a call for

patents to be subject to outside review -- one of the elements of the proposed bills.

"This takes a little pressure off the need for post-grant review," said Chad
Landmon, with law firm Axinn, Velirop and Harkrider LLP.

Major tech companies, which have seen their litigation costs soar because of
patent lawsuits, have also pushed for a bill that would cut damages from
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potentially a product's entire market value to "a reasonable royalty," according to
bills pending in the U.S. Senate and House of Representatives.

In a nod to the bills' critics, especially pharmaceuticals companies, the measures
would allow damages to be based on the "entire market value" if the invention
were "the predominant basis for market demand for an infringing product.”

Some patent experts point to a pending appeal of a case involving Alcatel-Lucent
<ALUA PA> and Microsoft Corp <MSFT.O> that could address the damages
issue. A lower court ordered Microsoft to pay $367 million for infringing
technology in its Outlook software that consumers use to find a particular date.

Currently, damages could be tripled if the infringement were found to be willful.
But the U.S. Court of Appeals for the Federal Circuit's 2007 Seagate decision
changed the burden of proof from the accused company to the patent holder -- as
would the patent legislation.

The price of infringing used to be even more devastating,

Courts had been allowed to order infringing technology stopped, bringing entire
industries to a halt. This nearly ended in 2006 with the U.S. Supreme Court ruling
in eBay v. MercExchange, which made it harder to get an injunction. It added
tests, one of which was whether public interest would be harmed by a permanent
injunction.

Copyright protections, in contrast, still include injunctions. Late last year, all
Bratz dolls were ordered recalled because Mattel Inc <MAT.N> owned the
copyright to them and because the creator was working for Mattel when he
designed them. That injunction, however, has been stayed pending appeals.

YOU GOTTA SHOP AROUND!
Patent reform legislation also attacks "forum shopping,” where plaintiffs file suit
in courts likely to favor them.

But in Medimmune v. Genentech in 2007, the U.S. Supreme Court made it harder
for companies to pick a friendly forum.

The Federal Circuit made it even tougher with a 2008 ruling. It ordered a case
involving headrest assemblies in Honda Motor Co Ltd <7267.T> vehicles
transferred from a plaintiff-friendly Texas court to an Ohio court.

In patent fights, defendants often accuse a patent holder of making errors or worse
in the patent application, a practice known as "inequitable conduct.” The price of
inequitable conduct is loss of the patent. It has not been addressed in this year's
patent legislation, although Republican Sen. Orrin Hatch, a co-sponsor, says it
will be added.
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International Business Machines Corp's <IBM.N> intellectual property chief,
David Kappos, said reformers want to ensure that there are "'strong
consequences to behave with a high level of candor.”

But a decision by the Federal Circuit in Star Scientific v. R.J. Reynolds has
already made inequitable conduct harder to prove by requiring evidence that a
patent holder intended to deceive the patent office. A simple error is no longer
enough,

Despite these court rulings, patent experts say reform in Congress is still needed.

"The patent reform goes further,” said Axinn, Veltrop's Landmon. "And maybe
more importantly, it's done by statute so the courts can't undo it later."
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WASHINGTON, Jan 16 (Reuters) - The U.S. Supreme Court heard arguments in a
dispute between LG Electronics Inc and Quanta on Wednesday that will either expand or
contract the rights of a patent holder.

LG Eleetronics, which holds patents on microprocessor chips and chip sets, had an
agreement with Intel Corp that allowed Intel to make the chips and chip sets but
explicitly barred it from mixing the components with non- Intel parts.

Quanta Computer Inc , among others, bought the components from Intel and used them to
make notebook computers. South Korea's LG Electronics sued, accusing Quanta of
infringing the patents not of the components themselves but "systems and methods” of
using them to make a functioning computer.

LG Electronics' attorney Carter Phillips told the high court that L.G had allowed Intel to
make the chips, but had placed restrictions on the companies that bought them to prevent
them from infringing LG separate patents on how they were to be used.

"If the question is did Intel have the right to sell the system as a system, the answer is
yes," Phillips said. "But it didn't sell the system as a system. It sold the components.”

Quanta's attormey Maureen Mahoney argued that because LG Electronics collected its
royalties from Intel, that Quanta owed it no further money.
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"LGE did get its royalty from Intel, did give them authority to sell products which would
otherwise contributorily infringe and now what it's seeking to do is to say ... we want to
collect another royalty from the buyer of the product,” she said.

Justices Stephen Breyer and David Souter both expressed concern that the fact that a
computer chip has only one real use -- in a computer -- meant that it fell into a category
of goods whose patents are exhausted. Chief Justice John Roberts seemed to agree. "You
don't put them on your shelf,” he said.

Roberts also seemed irritated with the parties’ failure to create a solid license that would
have prevented the court challenges.

"So the parties are unwilling to spell out exactly how this is going to work out in their
contract,” he said. "There's a lot of uncertainty that could be resolved.., rather than take
their chances in the Supreme Court."

In a last hint of how the justices might rule, Justice John Paul Stevens said he was
"puzzled" by the U.S. Court of Appeals for the Federal Circuit, which ruled in favor of
LG.

Intel has not commented on the case publicly.

Both parties found support in the tech community.

"Some of the big computer makers, they like the idea of exhaustion. Where there are
some other companies out there, that rely on patent licenses more, they tend to support
LG,” said Pavan Agarwal, a patent attorney with Foley and Lardner.

Robert Kovelman, a patent attorney with Steptoe and Johnson LLP, said a Supreme Court
ruling in favor of LG would upend current understanding of how licenses should be
written.

David Kappos, International Business Machines Corp's vice president for intellectual
property, said: "This is really an important case. It's kind of a sleeper in a way... I say it's
a sleeper because it can have a pretty substantial impact on commerce.”

A Supreme Court ruling is expected by the end of June. (Editing by Dave Zimmerman)

Document LBA00000200801 16e41g0011t
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‘ Les Echos: IBM's formula for making R&D profitable (translation)
Les Echos: IBM's formula for making R&D profitable (translation)

The US giant is investing almost USD 6 billion a year in R&D and wants closer
collaboration between research and innovation

from our California correspondent

Are we talking about Big Blue, the unchallenged hub of world computer technology? It's
not quite so simple. Last year, the giant New York corporation appointed John E. Kelly
IT1, a veteran of twenty-eight years with the company, most of them in scientific research,
as its new director of R&D. His task was simple - and not very different from the one
facing his principal direct competitors Hewlett-Packard, Cisco and Microsoft: to make
R&D more efficient. From the corporate point of view, the success of this assignment is
measured in very concrete terms: the work of the laboratories must contribute directly to
increasing the company’s revenue. This approach is being applied on a scale
commensurate with IBM's resources, which are considerable. John Kelley plans to reduce
the number of projects the company finances and in exchange to invest more than 100
million dollars a year in the most important projects, each of which is expected - in the
long run - to generate more than 1 billion dollars in new revenue.

That means taking risks. "If we don't fail a third of the time, we're not stretching enough,”
he explained. This culture of risk reflects an expanded vision of the range of possibilities
open to IBM. Among the new areas selected, the US company has decided to launch a
vast program of scientific cooperation with ... Saudi Arabia. Step one: assigning a team of
scientists to a brand-new, ultramodern R&D center, the Nanotechnology Centre of
Excellence in King Abdulaziz City for Science and Technology.

These researchers are working with their local counterparts in three principal areas: solar
energy, petrochemical applications and the desalination of seawater. "This country has no
shortage of sunlight, oil or seawater," Ari Fishkind explains. IBM has therefore decided
to enter the renewable energy field and will work on improving the technology of the
photovoltaic cells that are used in solar panels.

Nanotechnology as the common feature

The feature common to all these directions of scientific research is nanotechnology
because, in the field of seawater desalination, the IBM scientists are continuing to
develop nano-membranes that can be used for filtration. IBM has been working on these
technologies for twenty years and recently demonstrated its ability to measure the force
required to move atoms individually over a given surface. A decisive step in the design of
the nano-devices of the future which will make possible the design and construction of
storage components and equipment on the atomic scale. "We are using the know-how we
have previously acquired in the field of nanotechnologies and applying it to sectors that
are very different from those originally imagined in the laboratories," Fishkind also
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explained. For example, the nano-materials developed in IBM laboratories, which are to
be the subject of advanced development in the new Saudi Arabian research center, come
from the same technologies, both for the photovoltaic cells and for the nano-membranes
used in the process of reverse osmosis for the desalination of seawater, as well as new
technologies for recycling plastic materials.

This nano-technology research doesn't even take IBM too far from its home IT sector. In
one of the group's New York laboratories, John Kelly recently described the early phases
of a "self-assembly” process of nano-particles, which he predicts will be operational by
2009, "There is no doubt in our mind that it's going to work," he promised. This process,
which is also being pursued by several generously financed Silicon Valley startups such
as Zettacore, will open the path to the design of electronic components that are infinitely
smaller than today’s. Such developments could far outpace the famous Moore's Law {a
doubling of the number of transistors on an integrated circuit of equal size and equal
price every twelve months). Using this technology, scientists hope to develop nano-
robots which can be integrated into everyday objects, or even into the human body. For
example, they could permanently explore the organism to detect micro blood-clots,
following which it would be a simple matter to stabilize and allow the body to break up
the clot by administering minuscule doses of medicine locally.

Picking up the pace

Beyond its scientific research strictly speaking, IBM also wants to innovate in the
promotion of scientific research and to equip itself with the tools necessary to come up
with new technologies and commercial products more quickly. For example, Big Blue
launched the Eco-Patent Commons Program, which consists of pooling patents linked to
sustainable development and allowing the other participants in the program to use them
freely without having to pay royalties. The organization of this free access to patents is
managed by the World Business Council for Sustainable Development, based in Geneva.
Sony and Nokia have already signed on to the initiative.

Although the sharing of intellectual property is a frequent occurrence in the field of IT, it
is less common in other sectors such as energy or chemistry, for example, that are crucial
for sustainable development. IBM, which has already launched an ambitious scientific
program called Big Green Innovations, thereby hopes to make long-term profits in
multiple industries which are committing to "clean tech” and could therefore have
recourse to its technologies. "There is no reason why activities related to sustainable
development shouldn't be profitable,” thinks Dave Kappos, who directs [BM's Intellectual
Property Law function and manages this program. If this project is a success, it offers a
major opportunity to alter thc approach to R&D in large companies. For example, it could
also lead to the creation of multiple non-profit organizations that would be responsible
for managing the use of patents from a wide range of sources.

The ultimate aim is to further accelerate the pace of innovation and thus to promote the
even more rapid development of marketable products. For the analysts, this new approach
will have a further advantage. It should make possible a rapprochement - or at least
improved collaboration - between large companies and small ones. Large companies
frequently need backup from smaller companies because they can react more quickly, but
they hesitate to collaborate out of fear of legal complications linked to intellectual
property rights. The concept of pooling patents could bring down some of these barriers.

by Michel Kittareff
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Reuters - US Supreme Court hears LG-Quanta patent case

16 January 2008 - 02:32 PM
US Supreme Court hears LG-Quanta patent case
By Diane Bartz

WASHINGTON, Jan 16 (Reuters) - The U.S. Supreme Court heard arguments in a
dispute between LG Electronics Inc and Quanta on Wednesday that will either expand or
contract the rights of a patent holder.

LG Electronics, which holds patents on microprocessor chips and chip sets, had an
agreement with Intel Corp that allowed Intel to make the chips and chip sets but
explicitly barred it from mixing the components with non- Intel parts.

Quanta Computer Inc , among others, bought the components from Intel and used them to
make notebook computers. South Korea's LG Electronics sued, accusing Quanta of
infringing the patents not of the components themselves but "systems and methods" of
using them to make a functioning computer.

LG Electronics' attorney Carter Phillips told the high court that LG had allowed Intel to
make the chips, but had placed restrictions on the companies that bought them to prevent
them from infringing LG separate patents on how they were to be used.

"If the question is did Intel have the right to sell the system as a system, the answer is
yes," Phillips said. "But it didn't sell the system as a system. It sold the components."

Quanta's attorney Maureen Mahoney argued that because LG Electronics collected its
royalties from Intel, that Quanta owed it no further money.

"LGE did get its royalty from Intel, did give them authority to sell products which would
otherwise contributorily infringe and now what it's seeking to do is to say ... we want to
collect another royalty from the buyer of the product,” she said.

Justices Stephen Breyer and David Souter both expressed concern that the fact that a
computer chip has only one real use -- in a computer -- meant that it fell into a category
of goods whose patents are exhausted. Chief Justice John Roberts seemed to agree. "You
don't put them on your shelf," he said.

Roberts also seemed irritated with the parties’ failure to create a solid license that would
have prevented the court challenges.
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“So the parties are unwilling to spell out exactly how this is going to work out in their
contract,” he said. "There's a lot of uncertainty that could be resolved.., rather than take
their chances in the Supreme Court.”

In a last hint of how the justices might rule, Justice John Paul Stevens said he was
"puzzled" by the U.S. Court of Appeals for the Federal Circuit, which ruled in favor of
LG.

Intel has not commented on the case publicly.

Both parties found support in the tech community.

"Some of the big computer makers, they like the idea of exhaustion. Where there are
some other companies out there, that rely on patent licenses more, they tend to support
LG," said Pavan Agarwal, a patent attorney with Foley and Lardner.

Robert Kovelman, a patent attorney with Steptoe and Johnson LLP, said a Supreme Court
ruling in favor of LG would upend current understanding of how licenses should be
written.

David Kappos, International Business Machines Corp's vice president for intellectual
property, said: "This is really an important case. It's kind of a sleeper in a way... I say it's
a sleeper because it can have a pretty substantial impact on commerce.”

A Supreme Court ruling is expected by the end of June. (Editing by Dave Zimmerman)
Document LBA00000200801 16e41g0011t

£ 2008 Factiva, Inc. All rights reserved.
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Reuters: INTERVIEW-IBM sees strong Africa growth despite downturn
Reuters: INTERVIEW-IBM sees strong Africa growth despite downturn
By Nick Tattersall '
11 February 2009 -12:02 PM
LAGOS, Feb 11 (Reuters) - IBM, the world's top technology services firm, is
expanding operations in West Africa and sees strong long-term opportunities on
the continent despite the global economic downturn, a top executive said on
Wednesday.
The global credit crisis has dampened appetite for risk, leading some foreign
firms to scale back expansion plans in African frontier markets, but International
Business Machines Corp said demand for new technology was growing.
"We are taking a very different approach,” Dave Kappos, one of IBM's vice
presidents, told Reuters in an interview in Nigeria's financial capital Lagos.
"Our customers are asking us to come in and increase our presence here in order
to help them, in the financial services industry, banking, in the
telecommunications industry,” he said.
IBM, which launched operations in South Africa more than five decades ago, said
it was setting up a fully-fledged subsidiary office in Lagos to serve the West
African region.
But Kappos gave no details of the planned level of IBM's investment in the
continent or specifics of where it would go.
Nigeria, Africa’s most populous nation of more than 140 million people, is seen as
one of the biggest frontier markets in the world for sectors including telecoms,
financial services and retail.
Kappos said demand for IT services was coming both from Nigerian companies —
particularly banks -- seeking to expand across the region as well as from firms
moving into Nigeria.
" As these businesses expand they need more robust infrastructure, they need
things like back-up and disaster recovery and the things that mature businesses
have in the banking and finance sector,” he said.
Just as mobile phones reached many rural communities in Africa before they were
connected to landline networks, Kappos said there was similar potential for a
technology "leapfrog" in bringing cheap internet access to millions via mobile
devices.
Nigeria's mobile phone market has grown from scratch to over 45 million
subscribers in seven years, making it one of the fastest growing in the world. But
its penetration rate is just 30 percent, compared with 76 percent in South Africa.
Kappos said IBM, which has invested some $120 million in sub-Saharan Africa
over the past two years, was keen to help reverse the brain drain that has seen
many highly-skilled Nigerians move abroad by developing a local IT industry.
(For full Reuters Africa coverage and to have your say on the top issues, visit:
http://af.reuters.com/ [http://af reuters.com/] ) (Editing by Randy Fabi)
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Copyright 2009 AllAfrica, Inc.
Africa News

February 16, 2009 Monday
LENGTH: 310 words

HEADLINE: Nigeria;
IBM to Set Up Computer Plant in Country

BYLINE: Daily Trust

BODY:

A US-based International Business Machines (IBM), has concluded plans to build a production plant for software
and hardware computers in Nigeria.

The company revealed last Thursday during a visit toNigeria's Minister of Science and Technology, Dr Alhassan
Bako Zaku in Abuja that the plant will attract more Nigerians both at home and abroad to work.

The leader of IBM team, Vice President David J. Kappos said his company is prepared to invest in the sector to
further help Nigeria to develop and produce software and hardware. :

He sought Government's assistance to actualise the target.

Daily Trust recalled that IBM relocated from Nigeria to Ghana some three decades back as a result an Indigenisa-
tion policy by the then military administration.

The Minister commended the efforts of IBM in proposing a business plant in Nigeria saying that the plant would
create job opportunities for Nigerians and enhance the wealth creation moves of the present administration.

"Those who are coming to work in the company are Nigerians and in the process you are going to create jobs” he
said.

Dr. Zakn while assuring the visiting team of Federal Government's support in achieving their dream directed one of
the parastatals under the Ministry - Sheda Science and Technology Complex (SHESTCO) to provide necessary facilities
that would enhance the take off the plant.

He told the delogation that the proposed multi-million naira Science Parks to be built in the six geo-political zones
by the Federal Ministry of Science and Technology will boost Information Communication Technology (ICT) infra-
structure for increased knowledge-based economy.

Zaku said that the decision by Nigeria to enter into ICT was to join the rest of world in the revolution, maintaining
that CT has become part of mation's infrastructure that fast tracks developmental projects and knowledge based econ-
omy.

LOAD-DATE: February 16, 2009

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00357 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.337



VerDate Nov 24 2008

348

Page 41

@ LexisNexis:
24 of 91 DOCUMENTS

Copyright 2009 Financial Times Information
All Rights Reserved
Global News Wire - Asia Africa Intelligence Wire
Copyright 2009 The Daily Trust, Distributed by AllAfrica Global Media , Source: The Financial Times Limited
The Daily Trust (Nigeria) - AAGM

February 16, 2009 Monday
ACC-NO: A2009021620-1B53E-GNW
LENGTH: 319 words
HEADLINE: IBM TO SET UP COMPUTER PLANT IN COUNTRY
BYLINE: Hamisu Mubammad

BODY:

A US-based International Business Machines (IBM), has conciuded plans to build a production plant for software
and hardware computers in Nigeria.

‘The company revealed last Thursday during a visit toNigeria's Minister of Science and Technology, Dr Alhassan
Bako Zaku in Abuja that the plant will attract more Nigerians both at home and abroad to work.

The leader of IBM team, Vice President David J. Kappos said his company is prepared to invest in the sector to
further help Nigcria to develop and produce software and hardware.

He sought Government's assistance to actualise the target.
Daily Trust recalled that IBM relocated from Nigeria to Ghana some three decades back as a result an Indigenisa-
tion policy by the then military administration.

The Minister commended the efforts of IBM in proposing a business plant in Nigeria saying that the plant would
create job opportunities for Nigerians and enhance the wealth creation moves of the present administration.

"Those who are coming to work in the company are Nigerians and in the process you are going to create jobs” he
said.

Dr. Zaku while assuring the visiting team of Federal Government's support in achieving their dream directed one
of the parastatals under the Ministry - Sheda Science and Technology Complex (SHESTCQ) to provide necessary facili-
ties that would enhance the take off the plant.

He told the delogation that the proposed multi-million naira Science Parks to be built in the six geo-political zones
by the Federal Ministry of Science and Technology will boost Information Communication Technology (ICT) infra-
structure for increased knowledge-based economy.

Zaku said that the decision by Nigeria to enter into ICT was to join the rest of world in the revolution, maintaining
that ICT has become part of nation's infrastructure that fast tracks developmental projects and knowledge based ccon-
omy.

Distributed by AllAfrica Global Media. (alafrica.com)

LOAD-DATE: February 16, 2009
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Patently-O: Patent Law Blog

June 21, 2009 Sunday 11:38 PM EST
LENGTH: 86 words
HEADLINE: Bits and Bytes: Kappos & Dudas
BYLINE: Dennis Crouch

BODY:

Jun. 21, 2009 (Patently-O: Patent Law Blog delivered by Newstex) ~
From Hal Wegner:

A few weeks ago Dave Kappos was involved in a webinar with Jon Dudas which provides some perspectives on the
new Directors views. It is available at http://www.foley.com/news/event_detail.aspx?eventid=2779. The webinar itself
is available at http://www._foley.com/multimedia/multimedia_detail.aspx?multimediaid=58221724.

The May 8, 2009 webinar focuses on patent reform; technology issues; and reexamination.
Newstex [D: 35910040

NOTES: The views expressed on blogs distributed by Newstex and its re-distributors (“Blogs on Demand®") are solely
the author’s and not necessarily the views of Newstex or its re-distributors. Posts from such authors are provided "AS
IS”, with no warranties, and confer no rights. The material and information provided in Blogs on Demand® are for gen-
eral information only and should not, in any respect, be relied on as professional advice. No content on such Blogs on
Demand® is "read and approved" before it is posted. Accordingly, neither Newstex nor its re~distributors make any
claims, promises or guarantecs about the accuracy, completeness, or adequacy of the information contained therein or
linked to from such blogs, nor take responsibility for any aspect of such blog content. All content on Blogs on De-
mand® shall be construed as author-based content and commentary. Accordingly, no warranties or other guarantees will
be offered as to the quality of the opinions, commentary or anything else offered on such Blogs on Demand®. Reader's
comments reflect their individual opinion and their publication within Blogs on Demand® shall not infer or connote an
endorsement by Newstex or its re-distributors of such reader's cc or views. N and its re-distributors ex-
pressly reserve the right to delete posts and comments at its and their sole discretion.

LOAD-DATE: June 22, 2009
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Associated Press: Program tums to online masses to improve patents
Associated Press: Program turns to online masses to improve patents

Published: 9/13/2008 9:59 PM

WASHINGTON -- Some of the biggest players in the technology industry complain that
the U.S. patent system is broken -- putting too many patents of dubious merit in the hands
of people who can use them to drag companies and other inventors to court.

And Blaise Mouttet, a small inventor in Alexandria, Va., thinks he knows why. The
problem, he said, is that "there are too many lawyers and not enough inventors involved
with the patent system.”

So Mouttet is taking part in an experimental program launched in June 2007 with the U.S.

Patent and Trademark Office and backed by the technology industry that is intended to
give the public - including inventors -- more of a voice in the system.

The concept behind the program, called Peer-to-Patent, is straightforward: Publish patent
applications on the Web for all to see and Ict anyone with relevant expertise -- academics,
colleagues, even potential rivals -- offer input to be passed along to the Patent Office.

By using the power of the Internet to tap the wisdom of the masses, Peer-to-Patent aims
to dig up hard-to-find "prior art” -- evidence that an invention already exists or is obvious
and therefore doesn't descrve a patent.

The goal is to locate prior art that Patent Office examiners might not find on their own -
and to produce better patents by reducing ones granted on applications that aren’t novel.
The hope is that this will drive innovation by improving the patent process and reducing
the patent infringement lawsuits clogging the courts.

"The Patent and Trademark Office is the agency of citizen creativity, and it needs more
and better information to do its job of awarding patents to those citizens who are truly the
most creative,” said New York Law School professor Beth Noveck, who camc up with
the idea for Peer-to-Patent while teaching a patent law class. "A patent is a pretty
significant monopoly, so we want to make sure we are giving it to the right people."

Peer-to-Patent has attracted financial support from a cross-section of the technology
sector and foundations and is in its second pilot year. In the first year, the voluntary
program focused on software, computer and information security patents -- drawing
applications from industry heavyweights such as International Business Machines Corp.,
Hewlett-Packard Co., Microsoft Corp., General Electric Co. and open source software
pioneer Red Hat Inc., as well as small inventors like Mouttet.

Mouttet, a former Patent Office examiner and now a graduate student in electrical
engineering, submitted an application on electronic uses of nanomaterials. Although the
Patent Office has rejected his claim - in part because of prior art unearthed through Peer-
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to-Patent -- he is appealing the decision and optimistic he will eventually get his patent.
And he is confident it will be stronger for having gone through the process.

But it is the big technology companies that have the highest hopes for Peer-to-Patent
since they are some of the most vocal critics of the existing system.

They warn that the Patent Office has been overwhelmed by a sharp increase in patent
applications in recent years, particularly in computing. The agency has more than 5,800
examiners with specialized expertise in a range of areas, but they are sifting through a
mountain of applications: 467,243 were submitted in fiscal 2007, up from 237,045 in
fiscal 1997 and 137,173 in fiscal 1987.

As aresult, said Dave Kappos, vice president of intellectual property law for IBM, it is
taking big technology companies with huge patent portfolios longer and longer to get
applications through the system. The Patent Office had a backlog of nearly 761,000
applications at the end of fiscal 2007, with applicants waiting an average of two years and
eight months for a final decision.

That is tough for an industry built on rapid innovation, short product life cycles and
technology that can become quickly outdated, Noveck said. Indeed, a key benefit of
participating in the Peer-to-Patent program is the promise of an expedited review, with a
preliminary Patent Office decision in as few as seven months.

Backlog is only part of the problem, however. Poor patent quality is just as big a concern.

There are plenty of examples of controversial patents in different industries, such as the
one awarded to Amazon.com Inc. for its "1-click” online shopping feature or the one
granted to J.M. Smucker Co. for a crustless peanut-butter-and-jelly sandwich.

But some of the most contentious patents have come out of the tech sector since software
and other-cutting edge technologies are relatively new to the Patent Office and evolving
quickly, explained Mark Webbink, director of New York Law School's Center for Patent
Innovations, home to Peer-to-Patent, and former general counsel for Red Hat. That means
that patent examiners don't have long-established databases of existing inventions to
consult in reviewing these applications.

"With technology, the prior art often can't be found in existing patents or academic
journal articles," Noveck said. "It could exist in a string of computer code posted online
somewhere that isn't indexed.”

*The result of substandard patents, tech companies say, has been a sharp inerease in costly
infringement lawsuits that eat up valuable resources and threaten to keep innovative
products off the market. According to James Bessen and Michael J. Meurer of Boston
University School of Law, 2,830 patent lawsuits were filed in U.S. district courts in 2006,
up from 1,840 in 1996 and 1,129 in 1986.
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Technology companies are particularly vulnerable to infringement litigation since their
products can contain hundreds if not thousands of linked patented components critical to
their basic operation. In one closely watched case, a protracted legal battle nearly forced
the shutdown of the popular BlackBerry wireless e-mail service.

The BlackBerry has in fact become a rallying cry for iechnology lobbyists pressing
Congress to overhaul the patent system. Among other things, the industry wants to
streamline the patent approval process and limit damages and injunctions awarded to
patent holders who win infringement cases. But with those proposals stalled in the Senate,
Peer-to-Patent offers another way to improve the system, said Curtis Rose, director of
patents for Hewlett-Packard.

Not everyone is sold on the concept of Peer-to-Patent. Stephen Key, an inventor in
California who has patented everything from toys to container labels, worries that the
program requires applicants to put their ideas out there on the Web for anyone to see —
and potentially steal.

Boston University's Meurer also questions how effective Peer-to-Patent will be since he
believes the real factor driving the increase in patent litigation is not a lack of prior art,
but rather the vague, overly broad scope of too many patent claims today.

"Applicants come in and ask for the sun, moon and stars and they say: 'Let the Patent
Office tell me what is and isn't patentable," said John Doll, U.S. Commissioner for
Patents. "It's 2 burden on the system.” '

Indeed, said Stanford Law School professor Mark Lemley, the challenge facing the
Patent Office is to find a balance between awarding patents in order to encourage
innovation without making it too easy to obtain a patent that can be used to abuse the
system.

Noveck believes Peer-to-Patent will help strike that balance. The Patent Office reports
that it has issued preliminary decisions on 40 of the 74 applications that have come
through the program so far. Of those, six cited prior art submitted only through Peer-to-
Patent, while another eight cited art found by both the examiner and peer reviewers.

The question now is whether the program can be scaled to review hundreds or even
thousands of applications that extend far beyond the technology arena. So in its second
year, Peer-to-Patent is being expanded to include claims covering electronic commerce
and so-called "business methods,” a controversial category of patents vital to the financial
services sector.

Goldman Sachs Group Inc., for one, is submitting a number of applications, including
one for an equities trading platform used to raise capital without a public offering. John
Squires, Goldman's chief intellectual property counsel, has high hopes for the program.

"This is a way to hamess the wisdom of the crowds,” Squires said. "Why should the
Patent Office have to operate without the benefit of all the information on the horizon?"
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Intellectual Property Watch: Trilateral IP Offices Under New Pressure To
Harmonise Patent Processing

Intellectual Property Watch: Trilateral IP Offices Under New Pressure To Harmonise
Patent Processing
By Dugie Standeford for Intellectual Property Watch
THE HAGUE, NETHERLANDS - Patent offices are facing heat from industry to make
good on promises to coordinate global processing of patent applications. Despite years of
talk of streamlining the handling of applications, reducing duplication and creating more
reliable international patents, agencies have failed to move ahead, Air Liquide Vice-
President Thierry Sueur told top IP officials Thursday. He spoke at the 13 November
Trilateral User Day in The Hague, Netherlands.

Trilateral Co-operation members are the European Patent Office (EPO), Japan Patent
Office (JPO) and United States Patent and Trademark Office (USPTO). The trilateral
group holds its annual conference here on Friday.

The existing patent system is not sustainable in its current form because it fails to process
applications in a timely manner, produces work of uneven quality and is expensive,
industry representatives said. They agreed with agency officials, however, that users
share responsibility for making the regime work.

Patent office chiefs said they are working on the problems but acknowledged they must
try harder. One unresolved issue is whether to work through the World Intellectual
Property Organization Patent Cooperation Treaty (PCT), the Patent Prosecution Highway
(PPH), a combination of the two, or some other route. Both provide a way to apply patent
processes internationally.

The “IPS,” which includes the EPO, USPTO, JPO, Korea Intellectual Property Office and
the State IP Office of the People’s Republic of China, recently agreed to cooperate on a
sustainable global patent system, said EPO President Alison Brimelow. The trilateral
group has tried for some time to make its work-sharing more cooperative, but has not
“quite managed to hack it,” she said. Nevertheless, she said, the “PCT remains the best
game in town.”

Trilateral agreements cannot replace the PCT, said Merck, Sharpe & Dohne Managing
Counsel, European patents Tony Rollins. The patent system must operate globally and
cooperatively, and bilateral treaties such as the PPH are inherently “subglobal and
suboptimal,” said David Kappos, vice-president of the Intellectual Property Owners
Association and IBM vice-president and assistant general counsel for IP law and strategy.

Kappos urged patent offices to “embrace the PCT as the framework of choice,” set patent
quality standards, and encourage trust and confidence in the PCT. Agencies should use
21st century tools such as Wikis and blogs to examine applications in real time, he said.

The Japan Intellectual Property Association wants the “four sames,” said President
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Hirohiko Usui: Application formats, searches, examinations, and global patent grants.
The PPH is an accelerated examination process. Japan, which has put the PPH fully in
place, wants authorities to use it as a complementary means to enhance the PCT system,
Usui said. He acknowledged, however, that it suffers “teething problems” that discourage
other agencies from making active use of it.

The USPTO had only 810 PPH requests as of 1 October, said Director Jon Dudas, under
secretary of commerce for IP. He stressed the need for patent offices to trust one
another’s work, saying the PPH is one of several ways to do that.

But former American Intellectual Property Law Association Executive Director Michael
Kirk said that over 200,000 PCT applications were filed between Japan and the US in the
last two years compared to around 1,000 PPH requests. Building trust is fine, he said, but
the focus on PPH, which essentially just allows inventors to obtain a patent quickly in -
another country, is diverting attention from the PCT, he said. “Rome is burning” and it is
unclear whether there is a way to bridge the PCT and the PPH to make the latter an
effective work-sharing vehicle, he said.

Political Will Needed

Everyone agrees that the system is dysfunctional and that the cure calls for some form of
transnational cooperation, said WIPO Director General Francis Gurry. The two main
candidates are the PCT and PPH, he said. The PPH is a procedural arrangement similar to
the PCT, but at the moment it is bilateral. It should be multilateral and include
international work product under the PCT, he said.

The PPH has other problems, Gurry said. It does not produce “any systemic benefit” at
this point, while many offices use the PCT’s international work product, deficient as it
may be. The PPH also lacks a common database, and the volume of PPH requests filed is
“rather insignificant,” he said.

The time for talk is ending and decisions are needed soon, Gurry said. The key question
is whether the goal is to lighten the workload and speed applications or to create a
functional, sustainable system that will not create the kind of backlog seen now, he said.
The solution could be a single path or multiple routes, so long as everyone agrees on it,
he said.

“Political resolve is necessary,” Gurry said. He urged industry to lobby governments for
action. In the short term, WIPO believes a focus on the quality of the international search
product is key, he said. In the long run, there should be agreement on an international
procedure under the PCT that includes common applications, searches and tools, Gurry
added.

Dugie Standeford may be reached at info@ip-watch.ch.
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In the battle over copyrights, patents, trademarks, and other
intellectual-property rules, everyone is guided by
self-interest.

BODY:
[Barbie] I'm a Barbie girl, in a Barbie world

Life in plastic, it's fantastic

You can brush my hair, undress me everywhere
Imagination, life is your creation

[Ken] Come on, Barbie, let's go party!

[Barbie] Fm a Barbie gir, in a Barbie world

It’s a great tune. So great that Barbie's corporate parent,

Mattel, sued the Danish disco group Aqua as soon as the song was
marketed by MCA Records. After five years of litigation, a
three-judge panel of the 9th Circuit Court of Appeals turned

aside Mattel's claims that the song was a copyright violation

and that it sullied the "Barbie” trademark with sexual innuendo.
The court concluded that the song was exempt from copyright

rules because it was a satirical parody. It also decided that

Barbie had become such a household word that she had escaped the
confines of Mattel's guardianship.

Victoria's Secret was much more suceessful in its lawsuit

against the owners of a shop in Kentucky called "Victor's Little
Secret." Lower courts agreed that the shop was diluting the

value of the company's trademark and thus its critical brand.

But the Supreme Court dectared in 2003 that to win its case, the
company has to prove damage. This ruling, however, turned out to
be a good decision for future plaintiff companies. because the
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Court altowed Victoria's Secret to cite circumstantial evidence,
such as experts' predictions, said Christine Farley, a
trademark-law professor at American University. For companies,
"it is easy to win -- they're wintting all the time"” in other
trademark cases, she said.

An India-based software firm, Tata Sons, won its victory in

2000 when it persuaded the World Intellectual Property
Organization, based in Switzerland, to shut down an online
business that duplicated the company's "Tata" trademark. The Web
address of the online busi was bodacious-tatas.com.

Intellectual property, of course, is more than a collection

of stories. As a talking Barbie once said about math, IP is
hard. But the concept of self-interest can serve as a guide
through the IP maze. The broad debate over IP involves four
groupings or factions: the access faction, the asset faction,
the redistributionists, and the public.

* The access faction of professionals and entrepreneurs
opposes too-stringent curbs on its access to other people's IP,
just as industria entrepreneurs oppose regulation of their
fabor, capital, raw materials, and physical property. This
faction is led by university professionals and is championed by
a variety of grant-funded advocacy groups.

* The asset faction regards IP as a wealth-generating

asset. This faction includes the large movie and record
companies, the big pharmaceutical firms, and many smaller
corporations and entrepreneurs. They scek to guard copyrights,
patents, trademarks and brands, databases, and business mcthods
from piracy, theft, debasement, and insult.

* The redistributionists want to loosen IP protections so

that products can be spread widely to end users, such as
seriously ilt people on low incomes. This camp is focused on
medicines needed by developing countries rife with tuberculosis,
AIDS, and other afflictions. The leading group in this faction

is the Washington-based Cc Project on Technology.

* The public wants what it wants. It wants to obtain new

music and new movies as cheaply as possible, and it wants
amenities such as the ability to cut and paste slices of IP onto
DVD:s or into e-mails for friends, book reports for school,
business briefings for work, gardening newsletters for home, and
much, much more. This faction is the most important, because it
has the Jatent power to rebuff the asset camp, the

professionals, and the redistributionists.

These factions are fighting for advantage on a shifting
battleground, where new technology and new markets are creating
opportunities and threats, alliances, and rivalries, and where
foreign countries are pushing and pulling for their own

industries' economic advantage
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Each faction's advocates say that achieving their goals
would provide the greatest good to the greatest number of
people. This article will focus on the agenda promoted by the
aceess faction, partly because it is gaining political influence
in Washington, especially among Democrats.

The Access Faction

Loose copyright laws in decades past aided such new
institutions as Hollywood's movie industry, according to the
leading advocate in the access faction, Lawrence Lessig, a law
professor at Stanford University. For example, Disney introduced
Mickey Mouse in a sound-synchronized cartoon called Steamboat
Willie. But that cartoon echoed an earlier silent movie titled
Steamboat Bill Jr., starring Buster Keaton. Keaton's movie in
turn was based on a popular vaudeville act.

Lessig argues in his new book, Free Culture, that good 1P

rules reward investors, but that overly restrictive rules retard
innovation and the economy. For evidence, Lessig cites the rise
and demise of MP3.com. This company offered a central database
in which customers could store copies of songs they'd already
bought. Customers could then use the Internet to listen to their
stored songs at home or at work. But one copyright holder — a
record company -~ sued on the grounds that MP3.com was storing
unauthorized copies of its songs. MP3.com argued in defense that
customers were entitled by the "fair-use” exemption in copyright
law to make their own copies for their own personal use. The
company's executives lost both the lawsuit and MP3.com, which
became part of the record company. For good measure, the record
company sued MP3.com's attorneys for giving poor advice to
MP3.com.

The copyright rules also hinder people in the time-honored
practice of reusing old and new content, said Lessig. With
better laws, youths could "take [video] images and sounds and
still images and mix them together into a political commentary,
or a critical cultural commentary, or their own MTV video,"
Lessig said. Entrepreneurs, he continued, could restore old
movies if a new law protected them from lawsuits in the event a
copyright owner emerged to claim payments.

Much of the harm from today's copyright law, Lessig said,
is caused by the combination of new laws and the technical
design of the Internet.

A computer automatically creates a temporary copy of
everything the user views on the World Wide Web, and this
copying triggers copyright law. Moreover, the Internet makes it
very easy for copyright holders to search for even trivial
unauthorized uses of their copyrights, A quick search on Google,
for example, can reveal any commercial or noncommetcial use of
"Barbie,” "tata,” or "Victoria,” and "Secret.”

New copyright laws passed since 1962 have extended
copyright terms from 56 years to 95 years, ensuring that few
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older works have been released into the public domain. For
example, only one of the silent movies by Lavrel and Hardy is in
the public domain. Lessig argues that the repeated extension of
copyright faw clashes with the plain language of the power
granted to Congress by the Constitution's Article 1, Section 8:
"To promote the progress of science and useful arts, by securing
for limited times to authors and inventors the exclusive right

to their respective writings and discoveries."

This combination of automatic copying, easy surveillance,

and extended copyright terms chokes innovation, Lessig said. In
response, he asked the courts to overturn the copyright
extensions as unconstitutional, but the Supreme Court rebuffed
him in a 7-2 vote in January 2003, The case was lost, said
Lessig, simply because the justices failed to understand how
copyright laws curb innovation.

Like Lessig, other access proponents complain about "patent
thickets” that constrain entrepreneurial research. The thickets
of patents are maintained by corporations, scientists, and
inventors as they protect their software, medieines, and other
technological inventions. These thickets deter some scientists
from investigating subjects that are entangled in complex
patents or that might be covered by other patents, said Stephen
Hansen, an IP expert at the American Association for the
Advancement of Science. They also force scientists to hire
expensive lawyers to guide them through the tangle of
property-rights law, Hansen said. This situation has spurred
scientists and universities to tighten safeguards on their own
property, he said. "The same [type of] information that was
shared is now being kept very close to the chest, requiring one
researcher at one institution to license research that was
considered basic and free before the 1980s," Hansen said.

Just as "fair use” allows people to duplicate copyrighted

works for minor personal use, the "research exemption” has
allowed researchers to investigate other people’s patented
discoveries. This exemption does not allow commercial use of
others' patented mraterials. The exemption emerged from a mix of
case law, tradition, and self-interest, and it was intended to
balance the private-property rights of patent owners against the
public benefits that emerge from widespread research.

But over the past few years, the courts -- especially in

the 2002 decision Madey v. Duke University, issued by the U.S.
Court of Appeals for the Federal Circuit -- have narrowed this
research exemption. Duke lost its claim that it had a right

under the research exemption to use a patented technology. The
Supreme Court declined to hear the appeal. The consternation
that followed from this decision was muted among state
universities, which already enjoyed a measure of "sovereign
immunity” from patent lawsuits,

The two maiﬁ wings of the access faction —~ the copyright
wing and the patent wing -~ merge in Silicon Vailey, where
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executives complain frequently that today's IP rules dampen
demand for new computer hardware, software, and Internet
services. This sector’s complaints have fueled much of the
political opposition to tight copyright rules.

This economic argument provides a firm political foundation

for a much broader critique of IP rules by Lessig and his
ideological allies. "We're really concerned about monopolization
of speech” as IP Jaws are expanded, said Farley.

For some in the access faction, the current expansion of iP

laws into copyrights, patents, trademarks, and other areas is
reminiscent of the enclosure of England's common agricuitural
land in earlier centuries. This movement denied farmland to
peasants, forcing them to migrate to jobs being created by the
Industrial Revolution. Other access advocates see environmental
regulations as a better comparison, because they restrict the
owners of real property for the benefit of the public at large.
“We need a similar notion for [protecting) the intellectual
environment ... out of which we make culture and the future,”
said James Boyle, a law professor at Duke University Law School.
Such a "politics of intellectual property” could protect the

users of intellectual property from the owners, he said.
Moreover, intellectual property, when "properly applied,” is "a
force for cultural and economic progress,” said Peter Jaszi, a
law professor at American University and a spokesman for the
Digital Future Coalition. The coalition includes many groups of
academics and professionals, as well as the United States
Catholic Conference.

This expansive argument is not championed by Silicon

Valley, but it has won wide sympathy from professionals who use
and create IP, and who dislike IP-owning corporations. “It's not
just copyright," said William Sims Bainbridge, a senior science
adviser at the federal National Science Foundation. "I want the
power of the corporations broken. I detest the culture they
promulgate, [and] ... there will be more of a livelihood for

local good musicians playing to their local audiences.” His
Web-using children download music, and if the record companics
"come after us ... they'll just make another group of enemies,”

Lessig said, "We have to move beyond the Soviet era in
culture production, where the few produce for the rest of us.”
The political debate over IP is not "Left versus Right... It is
[about] enabling creativity rather than stifling it.”

To advance his political cause, Lessig has formed his own
group, called Creative Commons. It offers copyright creators the
opportunity to license their work for broad public nse. Lessig
also works with a variety of other groups, such as the

Electronic Frontier Foundation, Public Knowledge, and Jaszi's
Digital Future Coalition, in seeking to roll back today’s
copyright protection aws.

These access-minded groups also share the willingness of

Page 5

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00369 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.349



VerDate Nov 24 2008

360

Off-Limits The National Journal May 8, 2004

the redistributionist faction, led by Jamie Love of the Consumer
Project on Technology, to reorder slices of the nation's

intell J-property busi For example, Lessig and others
have suggested that songwriters and musicians be compensated by
some new scheme other than copyright law, perhaps through a tax
on Internet service or a levy on computer memory ¢hips. In
theory, a government-created "compulsory license” could allow
consumers to freely copy, swap, distribute, and modify songs,
while steering tax revenues to the songwriters and musicians.

Over the long nun, Lessig also hopes for 2 rematch in the
Supreme Court that would persnade the justices to greatly
shorten copyright terms. To win that court fight, Lessig said,

he and his allies in the creative and professional sectors have

to show the Supreme Court justices how too-tight rules restrict
innovation. That campaign of persuasion bas to be carried out in
Iegal journals and in the media, and also by personal contacts
with influential judges, he said. Such social influence,

however, is curbed by the judges’ practice of socializing with
lawyers rather than with IP creators, Lessig complained.

In its fight, Lessig's faction is aided greatly by the

economic and political clout of the high-tech sector. Some of
the access faction’s groups, such as the Alliance for Digital
Progress, include large segments of the high-tech industry, and
many companies are eager to lobby against legislation promoted
by the movie and record industries. The alliance includes Intel,
Microsoft, Motorola, and the National Association of
Manufacturers. For example, the Consumer Electronics Association
is opposing efforts by the movie industry to persuade state
legislatures to pass additional copyright-protection laws, These
pending bills are so vague that they could "criminalize the
legitimate activities of consumers, innovators, and retailers,"
according to a CEA statement.

Lessig, his ideological allies, and many of these high-tech
companies have rallied behind a draft bill introduced by Rep.
Zoe Lofgren, D-Calif., whose district includes Silicon Valley.
The act, carefully titled the "Benefit Authors Without Limiting
Ad or Net C Expectations Act," would allow
consumers the technology and the right to copy copyrighted
products for personal use - for example, to create multiple CDs
of a song for use at home, in the car, or at the office. The

bill would also allow consumers to give away copies of the works
they buy, and to disable copyright-protection software. This
legisiation would help ensure that “the IT industry has the
freedom to create new and exciting devices and services," said a
statement from Lofgren's office.

The Asset Faction

Many of the companies that support Lofgren's bill own large
quantities of intetlectual property; Intel guards its patents
vigorously, and Microseft aggressively goes afier copyrigh
violators. But few of these companies have as overwhelming an
incentive to protect IP as do the Motion Picture Association of
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America and the Recording Industry Association of America.

Indeed, Silicon Valley's companies would likely profit in

the short run if consumers bought new computers and software to
download movies and songs for free, perhaps over Internet
peer-to-peer computer networks. In some cases, companies’
advertisements have encouraged that notion by urging consumers
to buy new computers to "rip, mix, and bumn” online songs. The
slogan suggests that consumers should download, mix-and-match,
and copy songs, whether or not they are illegally copied.

The record and movie industries have countered piracy by
bringing lawsuits against consumers they suspect of violating
copyright laws. The targets include teenagers, university

students, parents who were ignorant of their kids' online

copying, and people making money from illegal copying. On April
28, the RIAA filed another 477 lawsuits against individuals, The
copyright owners have also mounted a PR campaign to stigmatize
the copying celebrated by the "rip, mix, and burn” ads.

And the owners are lobbying federal and state legistators

for additional copyright protections, including bills that would
force Silicon Valiey companies to include copyright-protection
technology in their products, and a bill that would let the
federal government launch civil lawsnits against copyright
violators. The greatest legislative success, however, has been
the Digital Millennium Copyright Act of 1998 and a companion
treaty that internationalized copyright-protection laws.

The copyright owners' biggest political success may be the
widespread public acceptance of the idea that inteflectual
property is equivalent to physical property, such as a car or a
billfold. But they're not the same, as the Constitution makes
clear with its assumption that physical property would be owned
in perpetuity while ownership of intellectual property would
have a time limit, "to promote the progress of science and
useful arts.”

The asset-faction advocates are so zealous in conflating

the two forms of property that Fritz Attaway, general counsel of
the MPAA, even opposes a Lessig proposal that copyright owners
be required to pay a dolfar to extend their copyright period
beyond 50 years or so.

Attaway is scathing about Lessig’s broader political goal.
"Lessig is someone that is trying to create a populist movement
against the idea that intellectual property should be treated

fike real property, ... [and his allies] believe that anything

that stands in the way of their creative energy is an impediment
and should be suppressed.” Lessig's "criticisms are really an
intellectual excuse for piracy," agreed Cary Sherman, president
of the Recording Industry Association of America. "If you take
[his] theory to its logical conclusion, all copyright works that
can be digitized wiil be paid for by a government tax,” and this
taxation will deter investment in [P,
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Attaway charged that Lessig and his allies are caming

rewards from their advocacy. "He's making a living promoting
himself as a cultural icon and collecting money from speeches.”
Lessig disputes that characterization, saying, "I don't have a
financial dog in the fight." Still, he said, he's "not

complaining” about the acclaim gained from his prominent role in
the debate.

Althongh the copyright debate is rancorous, the fight over
patents enjoys a degree of comity, largely because many
companies and universities own, develop, and need new patents,
Companies like IBM can accept some patent infringement if it
helps technology advance, said David Kappos, IBM's assistant
general counsel for intellectual property. "}t is more wise to

let the research go forward,” he said, provided that the patent
infringements don't continue into the commercial marketplace.

The comity has its limits. On April 19, a private group,

the National Research Council, released a report declaring that
the government should assume Hability for patent infringements
by federally funded scientists and their universities.
Government agencies should also threaten to seize valuable
patents "where access ... is not resolved in the marketplace by
licensing on reasonable terms,” said the report, titled "A

Patent System for the 2ist Century.” The National Research
Council is part of the National Academies, a private-sector
group of scientists, university executives, and entrepreneurs.

The universities and companies are preparing a major

report, to be released in 2005, that includes a variety of
proposals for accelerating technological innovation. The pending
report will be a compromise between university and industry
priorities, and it will urge social changes, health care reform,
and patent-jaw changes, Kappos said.

Negotiations among industry executives have aiready proved
their worth, said F. Thomas Dunlap, general counsel for Intel.
Industry deals -- sometimes cemented by regulations or narrow
laws -- have helped developed copyright protection for DVD and
for digital TVs, he said. These agreements, he said, can give
protections to IP owners, fair use to consumers, and the
opportunity for equipment-makers to sell products. But they
can't give everything to everybody, so "there's going to be
continuing tension,” Dunlap said.

Amid lobbying from industries and universities, Congress

will likely soon approve a reform of the U.S. Patent and
Trademark Office. The new law will boost the office’s annual
budget to roughly $1.5 billion to help it process the growing
wave of patent and trademark applications, said Jon Dudas, the
acting undersecretary of Commerce for intellectuat property. The
extra employees will also speed up patent approvals, thus
helping scientists and other researchers focus on their

research, he said.
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The Redistributionists

Jamie Love of the Consumer Project on Technology has had
great success pressuring drugmakers to release AIDS medicines
for use in the developing world. This success was made possibie
by public sympathy for the cause, plus lobbying from a plethora
of advocacy groups and from many overseas governments,

To expand on these gains, Love and his allies are

developing plans to reorder the medical research sector. One
proposal would end the usc of patents and instead reward
inventors with shares from an annual multibillion-dollar fund.
‘Without patents, many companies would be free to produce new
medicines at competing prices, Love said. Such a new system,
said Joshua Sarnoff, a Love ally and a law professor at American
University, would also help refocus university scientists on
research that benefits many people, even if it does not generate
large profits. This vision has negligible political weight, but

50 did Love's cheap-drugs campaign when he began it.

The Public

In the tactical and strategic battles over IP, the critical
constituency is the public. "The political future of this issue
will be determined by the battle for the hearts and minds of
people,” many of whom copy, cut, and paste pieces of
intellectual property for their use, Peter Jaszi said. In
reaching out to this critical audience, the copyright owners
have played their hand skillfully, he said, while those in the
access faction are "trying very hard to speak to {the public] to
make them care about this issue in the same way they eare about
the environment, or abortion, or foreign policy.”

Fred von Lohman, an IP expert at the Electronic Frontier
Foundation, said that his faction is "coming to realize that the
typical American couch potato will get drawn into this fight
because it will impact how their TVs work and how their home
stereos work."

The solution "won't be Congress mandating anything," said
Rep. Rick Boucher, D-Va., a supporter of Lessig and author of a
bill that would roll back copyright rules. "The real decision

will be based on market realities,” which are already pushing
the record companies to release more and more of their product
over the Internet, he said.

But Attaway says he's confident that things are going their

way. “The courts have uniformly confirmed the rights of content
owners,” and high-tech companies are increasingly adding
copyright- protection technology to their products because it is
to their advantage, he said. Yet "there will always be a balance
between the people who want a free ride ... and people who are
established and want to protect their property.”

There’s no permanent fix to these disputes, "A healthy
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society understands the dilemma -- everyone wants to free-ride
on everyone else,” said James DeLong, an inteHectual-property
expert at the Progress & Freedom Foundation. IP law changes as
new technology and new businesses emerge, he said, but the
ever-shifting balance between asset value and shared access
might be upset if Lessig's faction, and its allies in the
professional class and the media, persuade the public and the
courts to join their campaign. But if the courts remain
independent of Lessig's professionals and Attaway's executives,
they can play a valuable role in guiding the evolution of [P
laws, DeLong said. Regardless of what happens over the next
decade or two, there will be lots of speeches and billable

hours, lots of drama and excitement.

[Barbie] Oh, I'm having so much fun!
[Ken] Well, Barbie, we're just getting started
[Barbie} Oh, I love you, Ken!

LOAD-DATE: May 6, 2004
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NEW PATENT CLAIMS SOFTWARE LAUNCHED BY COMPUTER PATENT ANNUITIES LIMITED

Computer Patent Annuitics Limited (CPA), announced the launch of CPA Claimkey -- a ground-breaking software
tool, enabling instantaneous access to claims information.

Created as a response to existing IP practitioners’ needs, CPA Claimkey is the latest addition to CPA's iP support
services, which focus on freeing up the IP professionals’ time, so that it can be better spent on higher value work. By
using CPA Claimkey, patent atiorneys will be exposed to important strategic information, which will help to avoid in-
consistencies or defects in claims or arguments that litigators may uncover.

The tool itself is accessed via an ASP (web-based) platform and operates as an intelligent database. CPA Claimkey
loads pending and issued US patent prosecution histories, as well as prior art references into a recorded, structured data-
base.

CPA Claimkey is the only comprehensive claims specific, fully searchable tool in the marketplace that enables the
user to know, within seconds, how many patent claims he or she has pending or issued on a particular technology or
product. It also shows the status of each elaim and how many have been allowed, rejected more than once or limited by
amendments.

Steve Lundberg, Managing Partner of Schwegman, Lundberg, Woessner and Kluth, who have been trialing the
product comments: "We have been extremely impressed with CPA Claimkey -- within minutes you can click your way
through numerous claim sets, amendments and arguments which enable you to identify key issues or deficits that re-
quire remedial action.” He continues: "With that kind of instant access, not onty does CPA Claimkey save time, it also
enables you to access many times more information than is currently possible with traditional Jaw firm or corporate re-
sources.”

CPA Claimkey is a critically important tool that patent practitioners can use to prevent them from being unwitting
accomplices in the issuance of patents having poorly researched or misinformed claims.

LEADING TECHNOLOGY COMPANIES JOIN FORCES WITH UNITED STATES PATENT AND TRADE-
MARK OFFICE AND NEW YORK LAW SCHOOL'S INSTITUTE FOR INFORMATION LAW & POLICY
TO LAUNCH NEW PATENT EXAMINATION PROCESS

GE, HP, IBM, Microsoft & Red Hat to Sponsor and Participate in First Ever Social Software Project Cornected to
Official, Legal Decision-Making Process

The Institute for Information Law & Policy at New York Law School announeed that companies holding more than
6% of the total number of this year's patents will submit their patent applications for "open peer review" under a pilot
project at the United States Patent and Trademark Office (USPTO). GE, HP, 1BM, Microsoft and Red Hat, the Lead
Sponsors of the "Community Patent Review” initiative, will allow some of their patent applications to be reviewed by
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the public and consent to have public commentary submitted directly to the USPTO for official consideration. The pilot
will launch in early 2007 and focus on published but not-yet-granted patent applications relating to computer software.

The Community Patent Review pilot is a project of the New York Law School Institute for Information Law & Pol-
icy in collaboration with the USPTO that aims to improve the quality of issued patents by giving the patent examiner
access to better information by means of an open network for community peer review of patent applications.

Selected by the USPTO as one of its strategic initiatives, Community Patent Review will deploy an online system
to allow the scientific community to submit "prior art" — information relevant to assessing if an invention is patentable -
- with commentary to the patent examiner. The project is developing a deliberation methodology and technology to al-
low community rating, ranking and processing of prior art and feedback from patent examiners.

The Institute for Information Law and Policy at New York Law School will be responsible for overall administra-
tion of the pilot in partnership with the USPTO. A Steering Committee made up of lead patent counse} for the Lead
Sponsors and an Advisory Board, comprising a wide range of patent stakeholders, will oversee the initiative. All Com-
munity Patent review project documents and deliberations are open and available on the World Wide Web for puhlic
comment and participation.

The CPR project is actively seeking participants for the USPTO pilot willing to have their published patent applica-
tions publicly reviewed. As an incentive to participate in the pilot program, the USPTO will jump any patent application
submitted for open review to the front of the queue for examination. Currently, appli wait 3-4 years for a first re-
sponse from the Patent Officc. In addition to the Lead Sponsors, Intel, International Characters, Oracle and Out-of-the
Box Computing Corporation have also signed on to allow some of their patent applications to be peer-reviewed.

IBM was the first corporation that committed to community peer review. "High-quality patcnts increase certainty
around intellectual property rights, reducing contention and freeing resources to focus on innovation," said David Kap-
pos, Vice President, Inteliectual Property Law, IBM. "Our work with Professor Noveck and the USPTO strives to in-
crease patent quality by bringing to bear the entire community of technology experts to help bring the most rclevant
information to the attention of the patent office for its use in evaluating applications.”

In describing the problem, Adam Avrunin, Chief Patent Counsel for Red Hat, Inc., commented: "While examiners
at the Patent Office have a duty to grant patents on only inventive technologies, they often have trouble finding refer-
ences demonstrating that the subject matter of a patent application was already known, especially in the software field.”

To address this problem, Community Patent Review will "enable examiners to have access to the best technical in-
formation experts to enhance the quality of issued patents,” says, E.R. "Kaz" Kazenske, Senior Director, IP&L-Patent
Group, Microsoft, and former Deputy Commissioner, USPTO.

Jeff Fromm, Vice President, Deputy General Counsel & Director of Intellectual Property for HP, added: "The
community patent project takes ad ge of today’s c« ity-based technology to improve the quality of U.S. pat-
ents in a manner that is aligned with the basic tenets of the patent system. This initiative does precisely what Thomas
Jefferson intended the patent system to do by reaching out to the scientific community for information and access to
prior art, and HP is pleased to be a partner in this effort.”

Commenting on the impact on the country's economic future, Q. Todd Dickinson, GE's Vice President and Chief
Intellectual Property Counsel and former Under Secretary for Intellectual Property and Director of the USPTO said, "If
we as a country are going to increasingly focus on technology as an engine for economic growth, we have to have even
better systems in place to continue to ensure and improve the quality of patents. GE is committed to ensuring patent
quality and believes the Community Patent Review project is one of the most important initiatives underway today to
reach this goal."

Community Patent Review's Steering Committee members currently include: Adam Avrunin, Chief Patent Coun-
sel, Red Hat; Q.Todd Dickinson, Vice President and Chief Intellectual Property Counsel, GE (former Under-Secretary
of State for Intellectual Property and Director, USPTO); Kaz Kazenske, Senior Director, IP&L-Patent Group, Microsoft
(former Deputy Commissioner, USPTO); Curt Rose, Senior Counsel and Patent Development Manager, HP; and
Manny Schecter, Associate General Counsel, Intellectual Property Law, IBM. The Advisory Board was named in Octo-
ber.
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Eric Hestenes has been named Technical Project Leader for Community Patent Review Project. Hestenes is co-
founder of ViKiwi, a technology and management consuiting firm. Previously, he served as Vice President of Technol-
ogy at Charles Schwab.

DAY, BERRY & HOWARD LLP AND PITNEY HARDIN LLP ANNOUNCE AGREEMENT TO MERGE

Day, Berry & Howard LLP and Pitney Hardin LLP announced an agreement to merge firms by year-end, with both
firms voting unanimously on the merger, The resulting firm, which will be known as Day Pitney LLP, will extend both
firms' geographic reach and regiona!l strength throughout the Northeast, from Boston to Washington, D.C. Day Pitney
will have approximately 400 attorneys, opcrating in nine offices located in New York, New Jersey, Connecticut, Boston
and Washington, D.C.

"The merger of Pitney Hardin and Day, Berry & Howard will put us in a stronger position 1o serve our clients,” said
Dennis LaFiura, managing partner at Pitney Hardin. "As a joint entity, we will have a deeper legal expertise and broader
geographic reach to work with our clients more efficiently and on a greater scale. At the same time, this opportunity will
allow Day Pitney to attract new clients in different regional markets to gain increased traction in the Northeast.”

This merger will bring together two firms that are established leaders in their respective markets. Day, Berry &
Howard's strength in Boston, Connecticut, New York and Washington, D.C. will complement Pitney Hardin’s status as
a premier New Jersey and New York City law firm. As a joint entity, Day Pitney will combine both firms' traditional
strengths in fitigation and corporate jaw, while also offering clients deeper capabilities in areas such as government in-
vestigations, labor and employment, employee benefits, trust and estates, international estate planning, energy law, and
inteilectual property prosecution and litigation.

In addition, Day Pitney will offer individual clients a greater depth and breadth of service offerings, expanding on
both firms' longstanding traditions and core values of client-focused thinking and satisfaction. Working as a team, the
Individual Clients Department will havc greater resources to foster Day Pitney's 100-plus years of expericnce advising
individuals and their families.

"As we looked to increase our firm's service offerings, merging with Pitney Hardin was a natural choice. Qur firms
share a history of market leadership, we both embrace similar core values focused on client service, and most impor-
tantly, we share the goal of expanding our capabilities in the Northeast market, including New York," said Jim Sicilian,
chair of the executive committee at Day, Berry & Howard. "The excitement is high and we look forward to combining
our traditions to extend the reach of key firm practices, while still providing the personal focus on our clients' needs that
has been at the heart of both firms' past success."”

The merger is expected to be complete by the first of January.

A further press release will be issued upon the announcement of the completion of the merger.

LOAD-DATE: December 30, 2006
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The Community Patent Initiative at New York Law Schoo} (www.nyls.edu) announced today that its director, Pro-
fessor Beth Noveck, along with representatives from IBM, will present an overview of the Community Patent Review
pilot project at a briefing hosted by the U.S. Patent and Trademark Office (USPTO) on Friday, May 12, 2006, 9:00-
12:00, at the Madison Auditorium, USPTO Headquarters in Alexandria, VA. (www.uspto.gov)

The Community Patent Review Pilot, currently under consideration by the USTPO, would provide an online peer
review system for patent applications designed to ensure that patent examiners have access to the most pertinent infor-
mation when determining if an invention is patentable.

The pilot project is an initiative of the USPTO with support from the private seetor, including the Community Pat-
ent Initiative at New York Law School and IBM.

Professor Beth Noveck, Director of the Institute for Information Law & Policy at New York Law School, com-
mented: "The Community Patent Review pilot project would bolster USPTO's decision-making capabilities by allowing
experts from around the globe to submit relevant information, known as prior art. The project would take advantage of
collaborative, web-based technologies to build a peer review system. Reviewers would receive notification of patents in
areas of their expertise and would collaboratively identify the patent application's most important claims, and then sub-
mit refevant information online. Peer reviewers would then rank these submissions so that patent examiners can review
the prior art deemed most relevant by the community,”

IBM announced in January patent quality initiatives it is undertaking with the USPTO, Open Source Development
Labs (OSDL)}, members of the open source software community and academia that is focused on improving U.S. patent
quality. The partnership between these parties to improve patent quality will help accelerate innovation in the United
States. As one of the elements of the patent quality initiative, IBM is the first corporation that has committed to consent
to community peer review of published patent applications owned by the company by ailowing third parties to submit
commentary explaining the relevance of the prior art they provide to the patent office.

"High-quality patents increase certainty around intellectual property rights, reducing contention and freeing re-
sources to focus on innovation,” said David Kappos, Vice President, Intellectual Property Law, IBM. "Our work with
Professor Noveck and the USPTO strives to increase patent quality by bringing to bear the entire community of tech-
nology experts to help bring the most relevant information to the attention of the patent office for its use in evaluating
applications.”

Designed by dozens of experts in consultative workshops at Harvard, Stanford, New York Law School, University
of Michigan and eisewhere, “the proposed pilot program would be unlike any other reform effort because it deals dj-
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rectly with the examination process, providing important information to examiners before the patents are even issued,”
added Professor Noveck.

"Knowing that peers will review their work will encourage patent filers to thoroughly research and meticulously
present their applications, creating better quality patents,” according to Professor Noveck. The current system tries to
correct the problem of inappropriate patent applications after the fact through litigation. Like preventative health care,
the peer $ystem may discourage flawed applications from even getting to the filing point. The pilot program, says
Noveck, will determine "if and kow community peer review works.”

About the Community Patent Review:

Developed by New York Law Schoof's Institute for Information Law and Policy and sponsored by 1BM, the Com-
munity Patent Review seeks to design and pilot an online system for peer review of patents that will enable innovation
experts to inform the patent examination procedure. The Project will support a network of experts to advise the Patent
Office on prior art and longer term to assist with patentability determinations. The goal of the Project is to help patent
examiners find the right references and eventually to have access to those who can advise on how to combine them.
This will help to improve the quality of those inventions awarded a patent, thereby making it easier to protect inventors’
in its while safe ding the marketplace of ideas. (http://dotank.nyls.edu/communitypatent)

&'

About the Institute for Information Law and Policy:

The Institute for Information Law and Policy is New York Law School’s home for the study of law, technology,
and civil liberties. Participants in the Institute aim not only to understand the interplay of law and technology, but to
influence its development. The Institute develops and applies theories of information and communication to analyze law
and policy. It also seeks to design new technologies and systems that will best serve democratic values in the digital
age. The Institute is, above all, a "do tank” where lawyers innovate, harnessing the new tools of information and com-
munications to the goals of social justice. Taking full advantage of its New York location, the Institute convenes people
across disciplines and institutions in pursuit of its goals and exposes students to the best of the legal, technology and
design communities.

About New York Law School:

Founded in 1891, New York Law School is an independent law school located in lower Manhattan near the city's
centers of law, government, and finance. New York Law School's renowned faculty of prolific scholars has built the
school's strength in such areas as constitutional law, civil and human rights, labor and employment law, media and in-
formation law, urban Jegal studies, international and comparative Jaw, and a mynber of interdisciplinary fields. The
school is noted for its six academic centers: Justice Action Center, Center for New York City Law, Center for Profes-
sional Values and Practice, Center on Business Law & Policy, Institute for Information Law and Policy, and the Center
for International Law, New York Law Schoo} has more than 13,000 graduates and enrolls some 1500 students in its full-
and part-time J.D. program and its Master of Laws (LL.M.) in Taxation program.

CONTACT: New York Law School Alta Levat, 212-431-2325 alevat@nyls.edu
URL: http://www.businesswire.com
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It's an auction of patents -~ and some big-name companies will be selling in "a marketplace where nobody knows what
the asset is worth”
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Last year, Dean Becker, an avid collector of classic cars, was thumbing through a catalog for an automobile auc~
tion. Why not sell patents the same way, he thought. This April, Ocean Tomo, a firm where Becker is a managing direc-
tor, will do just that. It has lined up a British auctioneer to take the podium at The Ritz-Carlton San Francisco and selt
off rights to everything from earth-imaging technology to shrink-wrap.

Think of what eBay (EBAY) did for the junk in people’s garages, and you get an idea of what Becker's idea could
mean for patents, "Right now what you've got is a marketplace where nobody knows what the asset is worth," says
David Kappes, an assistant general counsel at [BM (IBM) who manages patents.

Chicago-based Qcean Tomo is part of a cottage industry of firms that want to cash in on patents. Traditionally, pat-
ent deals have been shrouded in secrecy and burdened by steep transaction costs. The primary method of extracting
value, beyond selling a product based on an invention, has been leensing patent rights. But licensing negotiations are
often arduous and need to be backed up by a willingness to litigate, which is expensive.

NEW EXPOSURE. Auctions could help foster “the emergence of a liquid market" for buying and selling patents,
says Kappos. So far more than 1,200 patents have been submitted to Ocean Tomo for sale from such companies as
AT&T (T), BellSouth (BLS), American Express (AXP), and Kimberly-Clark (KMB).

If auctions become a regular feature of the patent world, they would help establish prices and a marketplace. "1 see
this as a great opportunity {as] an independent inventor to really get exposure to a large base of companies that could
commereialize my patents,” says William L. Reber. Now on his own after working as an engineer for Walt Disney
(DIS) and Motorola (MOT), Reber is the creator of 48 patents he's putting up for sale at the auction.

Kimberly-Clark will sell patents on a new shrink-wrap that it has decided not to commercialize, and BellSouth will
auction off 20 patents in areas no longer part of its core business, such as search-engine technology. *We think this is a
good avenue to explore,” says Bill Hartselle, a managing director in BeliSouth's patent marketing unit.

INVESTMENT ASSETS. Patents from each seller will be grouped into lots when they relate to a common area.
Some Jots will include additional material such as prototypes of products, inventor notebooks, and, in one case, 80 hours
with the inventor to aid in transferring expertise. Ocean Tomo -- a name combining a legal acronym with the Japanese
waord for friend - will get 25% of the sale price.
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1t's the ambition of Ocean Tomo's cofounder and ceo, James E. Malackowski, to turm his firm into an "intellectual-
capital merchant bank” offering a range of products and services, including strategic advice for mergers and acquisitions
of patent-rich companies, patent appraisal, and instrance against infringement claims. The auction is integral to that
vision,

It is, he says, the "foundation for establishing patents as an investment asset class.” In his view, patents are in the
same spot as real estate was decades ago, before it was connected to the Wall Street spigot by such things as real estate
investment trusts and mortgage-backed securities.

"INVENTING THE FUTURE." Some see the upcoming auction as little more than a marketing stunt. And Ma-
lackowski certainiy has a propensity for promotion. Two firms he was affiliated with before founding Ocean Tomo in
2003 raised questions about items in his Web site resume that describe investment work he had done with them. Ma-
lackowski says the resume was accurate, but modified it following questions from BusinessWeek.

Still, many see Malackowski as a visionary. "We've been talking about things like new ways of monetizing patents,
new ways of leveraging {intellectual property],” says Kappos of IBM. "Ocean Tomo is right there inventing the future."

URL: http://www.businessweek.com/bwdaily/dnflash/feb2006/nf2006022_6200_db035.htm
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IBM's lawsuit against Amazon highlights the need for patent reform and raises a question: Are big tech vendors us-
ing their massive patent portfolios to stifle innovation?

BODY:

Almost two years ago, IBM donated 500 software patents to the open source community, with a pledge that it
would not enforce its license rights to the technologies. But the corpany remains fiercely protective of its vast portfolio
of intellectual property, as Amazon.com learned last week when IBM filed a patent-infringement suit claiming the
Internet retailer built its business using IBM-developed technology and processes.

Welcome to the tortuous world of technology patents and IP, where community-minded vendors share original
ideas manifest as software code one day--then bring the hammer down on suspected scofflaws the next. Over the past
two months, Microsoft has released three internally developed technologies--related to Web services, its virtual hard
disk format, and its Sender ID--with promises that they can be used by others in perpetuity. At the same time, Microsoft
is aggressively licensing--and protecting--other intellectual property.

IBM's top attorney for intellectual property rights acknowledges his company's position can seem contradictory and
confusing. "We've referred to our patent policy as apparent schizophrenia," David Kappos says. Yet he maintains that
"on a deeper level, our actions are consistent.”

Problems with the U.S. patent process are well documented: It's a costly, multiyear undertaking to obtain a patent,
involving overworked examiners who frequently grant patents for technologies and processes many think are too obvi-
ous or broad to deserve such protection. Lawsuits fly fast and furious. Last week, SGI sued ATI Technologies (just ac-
quired by Advanced Micro Devices) for allegedly infringing on one of its computer-graphics patents. And earlier this
month, chip designer Transmeta sued Intel, charging that the No. 1 chipmaker violated 10 of its microprocessor patents.
Also last week, the U.S. Supreme Court agreed to hear an appeal in a patent dispute between AT&T and Microsoft. An
appeals court had ruled that Microsoft was liable based on worldwide sales, not just U.S. sales, for infringing on a U.S.
patent held by AT&T.

<table width="300" border="0" align="right" cellpadding="6" cellspacing="0"> <TR> <td width="10"
bgcolor="#FFFFFF™> </td> <TD colspan="2" bgcolor="#000066"><div align="center"><font color="#FFFF66"
size="3" face="Times New Roman, Times, serif"><strong>Forces Of Reform</strong></font><font face="Times New
Roman, Times, serif*><br /> <font color="#FFFFFF" size="2">Key players working to change the patent sys-
tem</font></font></div></TD></TR> <tr> <td width="10" bgcolor="#FFFFFF"> </td> <td width="145" align="feft"
valign="top" bgcolor="4#CC9966">

<font size="2" face="Arial, Helvetica, sans-serif"><strong>[BM</strong><br /> Secks community review of pat-
ent applications, abolition of business-method patents that don't include technical innovation, and increased transpar-
ency of patent ownership</font>
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<font size="2" face="Arial, Helvetica, sans-serif"><strong>U.S. Patent And Trademark Office</strong><br />
Proposes limiting to 10 the number of times patent applicants can request a re-examination of their applications and the
number of individual patent claims contained in any single application</font>

To avoid getting snared in the patent trap, businesses must be careful about the technology they use, And intellec-
tual property disputes can encompass more than just patents: SCO Group sued AutoZone and DaimlerChrysler in 2004
for copyright violations related to its ongoing Linux and Unix legal claims.

Tech vendors, IBM and Microsoft principal among thein, are trying to change things they don't like about the pat-
ent process. In addition to giving away patents to the open source community, IBM wants all patent applications to be
subject to public review. And it's urging Congress to do away with patents—including some of its own--based on so-
called business methodologies that lack technical merit.

But in suing Amazon, IBM promised to "aggressively defend" its intellectual property and hunt down other compa-
nies it thinks are using its IP without permission. IBM says it tried unsuccessfully to negotiate a licensing deal with
Amazon for four years before filing suit. Amazon declined to comment.

<strong>MICROSOFT'S AGENDA</strong>

Like IBM, Microsoft has released internally developed technology, some of it patented. In September, Microsoft
said developers were free to use its Web services specifications, and earlier this month it did the same with its virtual
hard drive image format. "Every individual and organization in the world” can use the technology, Microsoft declared
generously, adding that the offer stands "forever."

Last week, Microsoft added its Sender ID technology, which helps identify the source of e-mail, to the components
available under its so-called Open Specification Promise. "There are some technologies that we think are critical for
broad industry adoption,” says Jason Matusow, senior director of IP and licensing. OSP is "an irrevocable promise” that
developers can use these Microsoft technologies without fear of being sued or being forced to pay license fees, he says.
At the same time, Microsoft has set a goal to cut its intellectual property "deficit.” It paid about $1 billion in licensing
fees last year but brought in just $100 million.

Not everyone buys the patent-reform agenda of the big tech companies. Hans Hxu, founder of online gift registry
Felicite.com, says the industry’s large players are more interested in the appearance of IP openness than in practicing
what they preach. "IBM patents almost everything they do, then they sit on it. That doesn't do much to encourage inno-
vation,” says Hxu, a McKinsey consultant before launching Felicite.

Other critics suggest the vendors' moves are aimed at cementing their advantages at a time when they face rising
competition from startups. In an August essay, Harvard Law School professor and tech entrepreneur James Moore ar-
gued that the collaborative patent review process proposed by IBM, Microsoft, and others will result in fewer patents
being issued because it will give examiners more ammunition to shoot down applications, "If fewer patents are issued,
but existing patents are not revoked, IBM and Microsoft win because they already possess vast existing portfolios,”
Moore writes.

Some Web 2.0 companies dismiss IBM’s argument that business-method patents protect obvious ideas. "Everything
is obvious after someone has done it,” says a spokesman for online movie renter Netflix, which has patents on its queue-
ordering system--and is suing Blockbuster for allegedly copying the system.

Smalt tech companies are taking matters into their own hands, forming patent cooperatives through which IP is
shared. Search company Wink participates in Creative Commons, a group that enconrages sharing of copyrights and
GNU open source licenses. But there's a line between sharing and protecting intetlectual property that creates competi-
tive advantage, says Wink CEQO Michael Tanne. "When companies have invested in the development of technologies,
they really ought to be able to protect it,” Tanne says.

How these issues are resolved will influence how tech innovations are developed and commercialized in the years
ahead. Too many lengthy and expensive legal battles will persuade IT departments to stick with familiar technology.
That's somnething tech vendors should consider as they take one another to court.

<FONT SIZE="1">with Eric Chabrow</FONT>
<FONT SIZE="1">Illustration by Chris Windsor/Stone</FONT>
<strong>GOOD COP, BAD COP</strong>
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IBM makes more than $1 billion a year licensing its TP. As the largest patent holder in the United States, JBM's
good-cop, bad-cop approach reflects a broader debate within the tech industry about the role patents shouid play in a
Web 2.0 ecosystem characterized by open source development, collaborative innovation, and fast product cycles.
"There are some pathologies in the system that need to be dealt with,"” Harvard Business Schoo} professor Josh Lerner
says. "Patents have become too powerful and too easy to get” for an economy that's increasingly information-based,
Lemer says.

IBM's strategy is to be an IP benefactor to the tech industry when it's in IBM's interest, while staunchly defending
its IP rights at other times. That's hardly reassuring to entrepreneuss and startups that risk a run-in with IBM as they
develop new products. IBM holds about 40,000 patents woridwide for everything from how to display ads online to the
creation of an Internet checkout system. JBM patents cover "most of, if not all, e-commerce," senior VP John Kelly told
The Wall Street Journal Jast week.

Coincidentally, Amazon last week settled an e-commerce lawsuit filed in 2004 by Cendant that covered some of the
same technology that IBM claims as its own. Amazon and Cendant agrced to mutual nonexclusive cross-licenses to the
patents involved in the suit.

Meantime, the prospect of a more aggressive IBM has some tech companies worried. "We're looking at the patents
that IBM is concerned about with Amazon and checking them out," says Daren Gill, VP of development at Choic-
eStream, which created an online product-recommendation engine used by AOL, Yahoo, and, soon, a major Internet
movic retailer.

IBM's suit against Amazon involves technology that underties the Web retailer's recommendations generator, a
popular feature that suggests books to shoppers based on books they previously bought on the site and similar purchases
by other shoppers. IBM says it invented and patented the concept in the 1980s. The method uses a search and retrieva}
technique known as collaborative filtering that creates associations between objects in, say, an online product catalog,
based on the number of times they're selected by a single buyer. IBM also is suing Amazon for violating four other pat-
ents it says are at the core of Amazon's business (see "IBM Vs. Amazon").

‘What's setting off alarms in some quarters is the fact that personalized recommendation systems are widely used,
and they can be generated in a number of different ways. "These kind of lawsuits hurt our whole industry," says Mary
Hodder, CEO of Dabble.com, an ontine video-sharing service. She thinks the patent process needs tightening to prevent
what she considers a proliferation of nuisance suits. "Most of the patents they grant are reaily for simple and basic con-
cepts and ideas, not complex and jnnovative processes, which is what they're supposed to be allowing,” Hodder says.

<table width="300" border="0" align="right" cellpadding="6" cellspacing="0"> <tr> <td width="10" rowspan="7"
align="left" valign="top"> </td> </tr> <tr> <td width="290" align="center" valign="middle" bgcolor="#000066"><div
align="center"><strong><font size="3" facc="Times New Roman, Times, serif’ color="#FFFF66">IBM Vs. Ama-
zon</font></strong> <font face="Times New Roinan, Times, serif"><br /> <font color="#FFFFFF" size="2">In dis-
pute:</font></font></div><td> </tr> <tr> <td width="290" align="left" valign="top" bgcolor="#CC9966"><font
size="2" face="Arial, Helvetica, sans-serif">An electronic requisition system that has catalogs of items offered hy sup-
pliers stored on a central catalog database system</font></td> </tr> <tr> <td width="290" align="left" valign="top"
bgeolor="#66CCFF"><font size="2" facc="Arial, Helvetica, sans-serif >A system that includes a means of storing at
least one link profile associated with a specific set of one or more users, which can be used to make recommenda-
tions</font></td> </tr> <tr> <td width="290" align="left" valign="top" bgcolor="#CC9966"><font size="2"
face="Arial, Helvetica, sans-serif">A system that lets users request applications during a session with a group of serv-
ers</font><Ad> </r> <tr> <td width="290" align="left" valign="top" bgcolor="#66CCFF"><font size="2" face="Arial,
Helvetica, sans-serif">A system in which the network presents the requested applications as one or more
screens</font></td> </tr> <tr> <td width="290" align="left" valign="top" bgcolor="#CC9966"><font size="2"
face="Arial, Helvetica, sans-serif">A method for storing and managing advertising on a Web server</font></td> </tr>
</table>IBM officials insist the move against Amazon isn't a sign of a new and more aggressive IP legal campaign. "1
don't anticipate any change in our basic policies,” Kappos says. "Consensual licensing and working on a nonconfronta-
tional basis is the best way to run an IP program.” IBM's fast major patent-infringement suit was six years ago against
database vendor Informix, Kappos says, a company IBM has since acquired.

But IBM is under pressure to boost its top line, and CEO Sam Palmisano sees gold in the company's vast patent li-
brary. Last year, IBM hired Boston Consulting Group patent expert Kevin Rivette as VP for intellectual property.
Rivette is author of Rembrandts In The Attic (Harvard Business School Press, 1999), a primer on how companies can
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profit from their IP assets. Palmisano created a technology and intellectual property unit within IBM under senior VP
Kelly, dedicated to finding new markets for the fruits of its research.

IBM also sees itself at the vanguard of a movement to reform the patent system. Last month, IBM said it would
register all patents in the name of the company, not the scientist who developed the technology, for the sake of transpar-
ency. IBM also is ceding 100 business-method patents to the public domain, though it would like to see such patents
done away with unless they're based on substantia} technical innovation. (The top patent officia} in Israel rujed last
week that business-method patents aren't permitted in that country.)

General Electric, Hewlett-Packard, IBM, Microsoft, and Red Hat are participating in a "community review"” pilot
project sponsored by the U.S. Patent and Trademark Office. The program aims to open patent applications to public
scrutiny, easing some of the pressure on inspectors and gamnering input on a patent’s validity from experts worldwide.

At the same time, the Patent Office is considering revising its rules to limit to 10 the number of times patent appli-
cants can request a re-examination of applications and the number of claims contained in an application. Congress is
considering changes, too. Sens. Orrin Hatch, R-Utah, and Patrick Leahy, D-Vt., are sponsoring legislation that would
grant stronger protection to patent seekers who are first to file and make it more difficult for challengers.

LOAD-DATE: October 31, 2006

12:16 Dec 28, 2010 Jkt 062345 PO 00000 Frm 00385 Fmt6633 Sfmt6633 S:\GPO\HEARINGS\62345.TXT SJUD1 PsN: CMORC

62345.365



VerDate Nov 24 2008

376

Page 8

@ LexisNexis:

6 of 15 DOCUMENTS

Copyright 2006 CMP Media LLC
All Rights Reserved
INFORMATIONWEEK

October 30, 2006

SECTION: NEWS & ANALYSIS; Pg. 23
LENGTH: 2181 words

HEADLINE: Patent Trap;
IBM's fawsuit against Amazon shows a patent system in need of reform and raises a question: Are big vendors using
their patent portfolios to stifle innovation?

BYLINE: Paul McDougall

HIGHLIGHT:

Almost two years ago, IBM donated 500 software patents to the open source community, with a pledge that it
would not enforce its license rights to the technologies. But the company remains fiercely protective of its vast portfolio
of intellectual property, as Amazon.com leamned last week when IBM filed a patent-infringement suit claiming the
Internet retailer built its business using IBM-developed technology and processes.

BODY:

Welcome to the tortuous world of technology patents and IP, where community-minded vendors share original
ideas manifest as software code one day-then bring the hammer down on suspected scofflaws the next. Over the past
two months, Microsoft has released three internally developed technologies-related to Web services, its virtual hard disk
format, and its Sender ID-with promises that they can be used by others in perpetuity. At the same time, Microsoft is
aggressively licensing-and protecting-other intellectual property.

IBM's top attorney for intellectual property rights acknowledges his company's position can seem contradictory and
confusing. "We've referred to our patent policy as apparent schizophrenia,” David Kappes says. Yet he maintains that
"on a deeper level, our actions are consistent.”

Problems with the U.S. patent process are well documented: It's a costly, multiyear undertaking to obtain a patent,
involving overworked examiners who frequently grant patents for technologies and processes many think are too obvi-
ous or broad to deserve such protection. Lawsuits fly fast and furious. Last week, SGI sued ATI Technologies (just ac-
quired by Advanced Micro Devices) for allegedly infringing on one of its computer-graphics patents. And earlier this
menth, chip designer Transmeta sued Intel, charging that the No. 1 chipmaker violated 10 of its microprocessor patents,
Also last week, the U.S. Supreme Court agreed to hear an appeal in a patent dispute between AT&T and Microsoft. An
appeals court had ruled that Microsoft was liable based on worldwide sales, not just U.S. sales, for infringing on a U.S.
patent held by AT&T.

The number of patent fawsuits continues to rise and so does the size of settlements and judgments, says the Coali-
tion for Patent Faimess, a group supported by large tech companies. Before 1990, only one patent damage award larger
than $100 million had been awarded; in the past five years there have been at least 10 judgments and settlements of that
size and at feast four that topped $500 million, the group says.
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To avoid getting snared in the patent trap, businesses must be careful about the technology they use. And intellec-
tual property disputes can encompass more than just patents: SCO Group sued AutoZone and DaimlerChrysler in 2004
for copyright violations related to its ongoing Linux and Unix legal claims.

Tech vendors, IBM and Microsoft principal among them, are trying to change things they don't like about the pat-
ent process. In addition to giving away patents to the open source community, IBM wants all patent applications to be
subject to public review. And it's urging Congress to do away with patents-including some of its own-based on so-called
business methodologies that lack technical merit. .

But in suing Amazon, IBM promised to "aggressively defend" its intellectual property and hunt down other compa-
nies it thinks are using its IP without pcrmission. IBM says it tried unsuccessfully to negotiate a licensing deal with
Amazon for four years before filing suit. Amazon declined to comment.

GOOD COP, BAD COP

1BM 1nakes more than $1 billion a year licensing its IP. As the largest patent holder in the United States, IBM's
good-cop, bad-cop approach reflects a broader debate within the tech industry about the role patents should play in a
Web 2.0 ecosystem characterized by open source development, collaborative innovation, and fast product cycles.
"There are some pathologies in the systeim that need to be dealt with,” Harvard Business School professor Josh Lerner
says. "Patents have become too powerful and too easy to get" for an economy that’s increasingly information-based,
Lerner says.

IBM's strategy is to be an IP benefactor to the tech industry when it's in IBM's interest, while staunchty defending
its IP rights at other times. That's hardly reassuring to entrepreneurs and startups that risk a run-in with IBM as they
develop new products. IBM holds about 40,000 patents worldwide for everything from how to display ads online to the
creation of an Internet checkout system. IBM patents cover "most of, if not all, e-commerce,” senior VP John Kelly told
The Wall Street Journal last week.

Coincidentally, Amazon last week settled an e-commerce lawsuit filed in 2004 by Cendant that covered some of the
same technology that IBM claims as its own. Amazon and Cendant agreed to mutual nonexclusive cross-licenses to the
patents involved in the suit.

Meantime, the prospect of a more aggressive IBM has some tech companijes worried. "We're looking at the patents
that IBM is concerned about with Amazon and checking them out," says Daren Gill, VP of development at Choic-
eStream, which created an ontine product-recommendation engine used by AOL, Yahoo, and, soon, a major Internet
movie retailer.

IBM's suit against Amazon involves technology that underlies the Web retailer's recommendations generator, a
popular feature that suggests books to shoppers based on books they previously bought on the site and similar purchases
by other shoppers. IBM says it invented and patented the concept in the 1980s. The method uses a search and retrieval
technique known as collaborative filtering that creates associations betwecn objects in, say, an online product catalog,
based on the number of times they're selected by a single buyer. IBM also is suing Amazon for violating four other pat-
ents it says are at the core of Amazon's business (see "IBM Vs. Amazon," p. 25).

What's setting off alarms in some quarters is the fact that personalized recommendation systems are widely used,
and they can be generated in a number of different ways. "These kind of lawsuits hurt our whole industry,” says Mary
Hodder, CEO of Dabble.com, an online video-sharing service. She thinks the patent process needs tightening to prevent
what she eonsiders a proliferation of nuisance suits. "Most of the patents they grant are really for simple and basic con-
cepts and ideas, not complex and innovative processes, which is what they're supposed to be allowing,” Hodder says.

IBM officials insist the move against Amazon isn't a sign of a new and more aggressive IP legal campaign. "I don't
anticipate any change in our basic policies,” Kappos says. "Consensual licensing and working on a nonconfrontational
basis is the best way to run an IP program.” IBM's last major patent-infringement suit was six years ago against data-
base vendor Informix, Kappos says, a company IBM has since acquired.

But IBM is under pressure to boost its top line, and CEO Sam Palmisano sees gold in the company’s vast patent li-
brary. Last year, IBM hired Boston Consulting Group patent expert Kevin Rivette as VP for intellectual property.
Rivette is author of Rembrandts In The Attic (Harvard Business School Press, 1999), a primer on how companies can
profit from their IP assets. Palmisano created a technology and intellectual property unit within IBM under senior VP
Kelly, dedicated to finding new markets for the fruits of its research.
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IBM also sees itself at the vanguard of a movement to reform the patent system. Last month, IBM said it would
register all patents in the name of the company, not the scientist who developed the technology, for the sake of transpar-
ency. IBM also is ceding 100 business-method patents to the public domain, though it would like to see such patents
done away with unless they're based on substantial technical innovation. (The top patent official in Israel ruled last
week that business-method patents aren’t permitted in that country.)

General Electric, Hewlett-Packard, IBM, Microsoft, and Red Hat are participating in a "community review” pilot
project sponsored by the U.S. Patent and Trademark Office. The program aims to open patent appiications to public
scrutiny, easing some of the pressure on inspectors and garnering input on a patent’s validity from experts worldwide.

At the same time, the Patent Office is considering revising its rules to limit to 10 the number of times patent appli-
cants can request a re-examination of applications and the ber of claims contained in an application. Congress is
considering changes, too. Sens. Orrin Hatch, R-Utah, and Patrick Leahy, D-Vt., are sponsoring legislation that would
grant stronger protection to patent seekers who are first to file and make it more difficult for challengers.

MICROSOFT'S AGENDA

Like IBM, Microsoft has released internally developed technology, some of it patented. In September, Microsoft
said developers were free to use its Web services specifications, and earlier this month it did the same with its virtual
hard drive image format. "Every individual and organization in the world” can use the technology, Microsoft deciared
generously, adding that the offer stands "forever.”

Last week, Microsoft added its Sender ID technology, which helps identify the source of e-mail, to the components
available under its so-called Open Specification Promise. "There are some technologies that we think are critical for
broad industry adoption,” says Jason Matusow, senior director of IP and licensing. OSP is "an irrevocable promise” that
developers can use these Microsoft technologies without fear of being sued or being forced to pay license fees, he says.
At the same time, Microsoft has set a goal to cut its intellectual property "deficit.” It paid about $1 biltion in licensing
fees last year but brought in just $100 million.

Not everyone buys the patent-reform agenda of the big tech companies. Hans Hxu, founder of online gift registry
Felicite.com, says the industry’s large players are more interested in tbe appearance of IP openness than in practicing
what they preach. "IBM patents almost everything they do, then they sit on it. That doesn't do much to encourage inno-
vation,” says Hxu, a McKinsey consultant before launching Felicite.

Other critics suggest the vendors’ moves are aimed at cementing their advantages at a time when they face rising
competition from startups. In an August essay, Harvard Law School professor and tech entrepreneur James Moore ar-
gued that the collaborative patent review process proposed by IBM, Microsoft, and others will result in fewer patents
being issued because it will give examiners more ammunition to shoot down applications. "If fewer patents are issued,
but existing patents are not revoked, IBM and Microsoft win because they already possess vast existing portfolios,”
Moore writes.

Some Web 2.0 companies dismiss IBM's argument that business-method patents protect obvious ideas., "Everything
is obvious after someone has done it," says a spokesman for online movie renter Netflix, which has patents on its queue-
ordering system-and is suing Blockbuster for allegedly copying the system.

Small tech eompanies are taking matters into their own hands, forming patent cooperatives through which IP is
shared. Search company Wink partieipates in Creative Commons, a group that encourages sharing of copyrights and
GNU open source licenses. But there's a line between sharing and protecting intellectual property that creates competi-
tive advantage, says Wink CEO Michael Tanne. "When companies have invested in the development of teechnologies,
they really ought to be able to protect it,” Tanne says.

How these issues are resolved will influence how tech innovations are developed and commercialized in the years
ahead. Too many lengthy and expensive legal battles will persuade IT departments to stick with familiar technology.
That's something tech vendors should consider as they take one another to court. -with Eric Chabrow

Write to Paul McDougail at paulmcd@cmp.com
Forces Of Reform
Key players working to change the patent system
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IBM

Seeks community review of patent applications, abolition of business-method patents that don't include technical
innovation, and increased transparency of patent ownership

Microsoft

Wants international harmonization of patent law, a crackdown

on questionable patent fitigation, and the end of filing fees for small companies and individual inventors
U.S. Patent And Trademark Office

Proposes limiting to 10 the number of times patent applicants can request a re-examination of their applications and
the number of individual patent claims contained in any single application

Sens. Orrin Hatch, R-Utah, and Patrick Leahy, D-Vt.

Sponsors of the Patent Reform Act of 2006, which would grant stronger protection to "first to file” patent holders,
raise the bar for litigants who claim prior invention, and limit damage awards for patent holders

IBM Vs. Amazon
In dispute:

An electronic requisition system that has catalogs of items offered by suppliers stored on a central catalog database
system

A system that includes a means of storing at least one link profile associated with a specific set of one or more us-
ers, which can be used to make recommendations

A system that lets users request applications during a session with a group of servers

A system in which the network presents the requested applications as one or more screens
A method for storing and managing advertising on a Web server
http://infonnationwéek.com/

Copyright © 2006 CMP Media LLC. All rights reserved.
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HEADLINE: PATENT REVIEW GOES WIKI

BYLINE: Nicholas Varchaver

BODY:
THE PROBLEM: an epidemic of shoddy patents.
The solution: Wikipedia?

That's the basic concept behind a pilot program sponsored by IBM and other companies, which the U.S. Patent and
Trademark Office appears poised to green-light. The project would apply an advisory version of the wiki approach to
the patent-approval process.

The issue is that patent applications have tripled in the past two decades, leaving examiners only 20 hours on aver-
age to comb through a complex application, research past inventions, and decide whether a patent should be granted. As
aresult, critics contend, quality has declined and lucrative patents have been granted for ideas that weren't actually new.

One solution is to let astute outsiders weigh in during the patent-review process, as online encyclopedia Wikipedia
does, vastly increasing the information availabe to the patent examiner. New York Law School professor Beth Noveck
floated the idea on her blog last July, inspiring an article in Wired News. That, in turn, attracted the attention of IBM,
which got behind the idea. Says Dave Kappos, vice president for intellectual-property law at IBM: "It's a very powerful
concept because it leverages the enormous capabilities of the entire world of technical talent.”

Working with IBM and the Patent Office, Noveck developed a system that will not only permit, for example, an in-
ventor to show that an allegedly new idea is already in practice but also lets reviewers rate one another’s submissions,
much as they do on eBay and Amazon. Patent examiners will be given only the ten highest-rated pieces of input, and
attempts to sabotage a competitor’s application by submitting phony materjal should theoreticaily be avoided.

Corporate sponsors including 1BM, Microsoft, and Hewlett-Packard will make a total of 250 to 400 software pat-
ents available for the pilot. Says the commissioner for patents, John Doll: "We're just trying to put the finishing touches
on the details before we roll it out to the {head of the Patent and Trademark Office] and get the final approval to move
ahead.” Noveck thinks the test could launch early in 2007. If successful, the approach could then be implemented
throughout the patent office. "It seems fairly obvious," says Noveck, "to try to tie together some of the systemns of peer
production of information that we've seen in the private sector.” And those who've complained about the patent process
could take part in fixing it.

AN IDEA BORN ON A BLOG IS ENDORSED BY MICROSOFT AND IBM.

GRAPHIC; PHOTO: Noveck: Eric Johnson; THOUGHT LEADER New York Law School professor Beth Noveck
hatched the plan.
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HEADLINE: E-GOVERNMENT;
PATENT EXAMINERS TO SEEK EXPERTS' ADVICE ONLINE PATENT OFFICE'S SITE SOLICITS EXPERTS

BODY:

The Patent and Trademark Office will test a program to use the
Internet in the process of reviewing patents. The Washington
Post reports that the PTO program will post patent applications
online and use a community rating system to prioritize the
most-respected comments so agency examiners can review those
first. The system resembles the user-created online encyclopedia
Wikipedia. David Kappos, vice president and assistant general
counsel at IBM, said, "For the first time in history, it allows
the patent-office examiners to open up their cubicles and get
access to a whole world of technical experts."” Patent examiners
have rarely sought outside opinions, but as applications grow in
record numbers, the workload limits examiners' time for thorough
reviews. Volunteers to participate in the pilot project include
Microsoft, Hewlett-Packard, IBM, Intel and Oracle.
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HEADLINE: IBM joins corporate giants in sharing ecological patents
BYLINE: Bloomberg News

DATELINE: NEW YORK

BODY:

NEW YORK - International Business Machines Corp., the leading recipient of U.S. patents, is joining Sony Corp.,
Nokia Oyj and Pitney Bowes Inc. in offering the rights 10 environmentally friendly technologies for free.

The effort, called the Eco-Patent Commons, is designed to help companies save energy and water and curb pollu-
tion, IBM said yesterday in a joint statement with the World Business Council for Sustainable Development in Geneva.

Companies are taking steps to show they're fighting global warming and promoting sustainable development. The
Eco-Patent Commons is the first forum for sharing intellectual property with environmental uses.

"There's no one indusiry, innovation or technology that provides a sitver-bullet solution,” said David Kappos,
IBM's lead patent attorney. "There's going to be a long series of development involving many industries.”

The Eco-Patent Comrmons will start with 31 patents, 27 of which were contributed by [BM. The company has re-
ceived more U.S. patents than any other for 15 years. The U.S. Patent and Trademark Office issued 3,125 to IBM last
year.

IBM is contributing a patent for a catalytic reactor that uses low-radio frequency energy ions to help convert pollut-
ants into stable gases.

Another patent covers a packaging design for a five-sided, shock-absorbing tray that replaces the need for Styro-
foam "peanuts.”
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HEADLINE: 1BM offers free ‘green’ technologies
BYLINE: Compiled from Herald News Services

BODY:

International Business Machines Corp., the leading recipient of U.S. patents, is joining Sony Corp., Nokia Oyj and
Pitney Bowes Inc. in offering the rights to environmentally friendly technologies for free. The effort, called the Eco-
Patent Commons, is designe! to help companies save energy and water and curb pollution, Armonk, New York-based
IBM said Monday in a joint statement with the World Business Council for Sustainable Development in Geneva.

Companies are taking steps to show they're fighting global warming and promoting sustainable development. The
Eco-Patent Commons is the first forum for sharing intellectual property with environmental uses.

"There's no one industry, innovation or technology that provides a silver-bullet solution," said David Kappoes,
IBM's iead patent attorney, "There's going to be a long series of development involving many industries.”
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HEADLINE: Patent process goes high-tech
DATELINE: ALEXANDRIA, Va., March 5

BODY:
The U.S. Patent and Trademark Office is going to try to find out if the Internet can help it do a better job reviewing
patent applications.

Under a pilot project to begin this spring, the office will post applications and seek public comment, the Washing-
fon Post said Monday. The commentary cream theoretically will rise to the top through a community rating system.

"For the first time in history, it allows the patent-office examiners to open up their cubicles and get access to a
whole world of technical experts,” said IBM executive David J. Kappos.

The genesis of the project was a meeting between IBM, the nation’s top patent generator, and Beth Noveck, a New
York Law School professor who said it will trigger "the first major change to our patent examination system since the
19th century.”

A record 332,000 applications were reviewed last year by the agency's 4,000 examiners, headquartered in Alexan-
dria, Va.

Patent Office spokeswoman Brigid Quinn said the program will kick off with about 250 applications from the soft-
ware sector. The review volunteers already include Microsoft, Intel, Hewlett-Packard, Oracle and IBM. Additional ap-
plicants will be allowed.
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HIGHLIGHT:
One probiem with software patents, compared with those in other areas, is the language used. Patents granted for phar-
maceuticals, for instance, use a chemistry Iexicon to describe the specifics of what the invention accomplishes: com-

pounds, bonds, and reactions. "The language of chemistry is hundreds of years old, and it's really clear," says Dave
Kappos, senior intellectual property counsel at IBM.

BODY:

" Juxtapose that with software, which has no such lexicon. "Software-related inventions typically are described proc-
esses, with very general functional language involving taking a first data entry and transporting it to a data location and
taking it to a second data entry,"” Kappos says. "It's really difficult to understand what those mean. A lot of the problem
boils down to the lexicon. That's not the fault of [the] Patent Office. It's not really thc fault of anybody. It's just a prob-
lem that we have to live with.”

Changes have been proposed to the patent examination process that would let third parties and rivals submit docu-
mentation about software during the application process and in reviews after patents are granted. These adjustments
could help define the exact purpose of an invention, Kappos says. Beyond that, technospeak will continue to be a chal-
lenge.

http://informationweck.com/
Copyright (c) 2006 CMP Media L1.C. All rights reserved.
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BODY:
Big Blue makes gift that will benefit open source software community
Julie Moran Alterio
The Journal News

1BM Corp. is donating 500 of its patents to the open source software community today to make it easier for compa-
nies to link technology using shared standards.

The Armonk-based computer giant is making the gift on the same day that it's announcing that it has generated
more U.S. patents than any other company for the 12th year in a row.

IBM had 3,248 patents last year, according to figures released today by the U.S, Patent and Trademark Office.

Dave Kappos, IBM's assistant general counsel for intellectual property law, said the patent donation signals a
major shift in the way Big Blue deploys its intellectual property portfolio.

Traditionally, companies accrue patents to generate licensing revenue and to horsetrade technology with rivals. In
2003 IBM collected $900 million from licensing, royalty fees and sales of intellectual property.

"It came to us that we have an opportunity to demonstrate leadership here to use patents, not to exclude others but
to provide a foundation for others to build on,” Kappos said.

The patent donation reflects the combined work of tens of thousands of research hours. The donated patents were
chosen to give a kickstart to industry efforts to link databases, operating systems, user interfaces and other Internet stan-
dards.

"When you have a world where everything intersects with information technology, everything has to work together.
Refrigerators and toaster ovens have to work with computers. For vendors to get these products working together, you
must have open standards,” Kappos said.

The fundamental sofiware that runs much of the Internet - the Web servers, mail programs and communications
protocols - are open source.

The benefits of open source software are lower cost - no pricey licensing fees - and reliability because 2 community
of programmers around the world is eradicating the bugs.

The donated patents include a set of voice recognition technologies that could help companies in such industries as
travel, banking and retail create automated systems that better understand customers’ telephone requests, Kappos said.
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Any individual or company can tap the IBM patents if they agree to conform to terms of the Open Source Initiative,
which stipulates freedom from royajties, among other conditions.

Eric Raymond, a celebrity in the Linux community and author of open source bible, "The Cathedral and the Ba-
zaar," said IBM's gift is a "wonderful thing" that will be valued by software developers everywhere.

"IBM, the biggest beneficiary of the patent system, is acknowledging with this grant that the best thing it can do for
progress in software is to waive its patent rights,” Raymond said. "That ought to send a message to all the corporations
who have been loudly prociaiming that software innovation depends on a restrictive intellectual-property system.”

Larry M. Augustin, chairman of open source champion VA Software, said IBM's patent gift provides a poot of
software that developers can tap to create standards everyone can use.

"One of the barriers to the adoption of standards is when the standards depend on somebody else’s patent,” Au-
gustin said. "The method that IBM is putting in place bypasses all of that.”

IBM, which spends $5 billion a year on research and employs 3,000 scientists around the world, hasn't given up on
its passion to generate patents.

Last year was the fourth that IBM received more than 3,000 U.S. patents - a feat unmatched by any other company.
About 580 of the patents were developed at IBM’s Thomas J. Watson Research Center in Yorktown Heights.

Among the Jocal patents that detailed new ways to build speedier microchips and improve Web commerce was an
idea inspired by a researcher's four sons and their passion for video games.

Sara H. Basson, a White Plains mom as well as a researcher at IBM in Yorktown, said she and fellow rescarchers
Peter Gustav Fairweather, Alexander Faisman and Dimitri Kanevsky alt worried that their children played too many
games.

"We all have kids with various levels of addiction to video games. We talked about how to convert this potentially
unhealthy video game addiction into something positive," she said.

The answer was to turn a video game machine into a rehabilitation tool.

Children recovering from injuries who must perform physical therapy tasks would play the games, and their mo-
tions would be incorporated into the action.

A child recovering from a broken arm, for example, who had to perform a certain number of movements for heal‘
ing, wouldn't be able to advance to the next evel in the game world until he completed them.

"It would make the tasks more pleasurable and likely to be fulfilled," Basson said.

The idea is in the early stages, but since there are so many existing video games that could be employed, Basson
said all that's needed to implement it is a partnership with a video game developer and rchabilitation professionals.

Reach Julie Moran Alterio at jalterio@thejournalnews.com or 914-694-5228.
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The Jong and growing list of tech-related patent cases reflects the US patent system'’s inability to keep up with
changing times, particularly in IT. The number of patent applications filed with the Patent and Trademark Office mush-
roomed 73% in the last decade. Patent Commissioner John Dol thiuks his office has some solutions. He has proposed
hiring 1,000 examiners a year over the next five years to the 4,258 exami] the agency already employs. Few
people outside the Patent Office think frue reform will come from administrative rule changes alone. That is why debate
over patent reform often returns to the power of injunction. But injunctions are only a symptom of the bigger problem --
bad patents lead to confusion, litigation, and a bad system. It may take 20 years to get rid of all the weak patents, but the
overall effect on the patent system would be well worth the wait.

FULL TEXT:
The U.S. patent system is in disarray. Change requires not just a better system, but better Apatents, too,

"1 don't know of any other agency ... that allows you to retry your case until you get the answer you'd like,” Patent
Commissioner Doli says.

"1 don't know of any other agency ... that allows you to retry your case until yon get the answer you'd like," Patent
Commissioner Doll says.

TOM WOOLSTON IS ABOUT TO HAVE HIS DAY IN COURT, AGAIN.

This time, it's the United States Supreme Court,

Vilified by some, a hero to others, Woolston is CEO of MercExchange, an online auction house that couldn't com-
pete with eBay and dropped out of the anction business six years ago. Since then, MercExchange has exacted some $25
million in patent-infringement damages from eBay's hide, but Woolston wants more. He wants the Supreme Court,

which will hear arguments next month, to force Virginia's Eastern District federal court to issue an injunction that
would stop eBay from continuing to use the infringing "Buy It Now" technology.

"We want to compete, we want to go back into the market, we want to see our own site back up,” Woolston says.
"Money damages aren't going to make a difference against eBay."”
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MercExchange and eBay aren't the only ones duking it out over techrelated patents. Among the highest-profile
cases: NTP's challenge of technology in Research In Motion's BlackBerry; mobile E-mail vendor Visto's suit against
Good Technology over patents for synchronizing data with mobile devices; Broadcom's suit against Qualcomm over
Biuetooth technology patents; Microsoft's loss to a Guatemalan inventor for technology in Office 2003 and XP; and
Eolas' fight with Microsoft over use of browser technology in Internet Explorer. This long and growing list reflects the
U.S. patent system's inability to keep up with changing times, particularly in IT.

We've moved toward this Jitigious point over the past two decades as the courts strengthened the rights of patent
holders while the standards to grant patents were weakened. It's a “perfect storm, a complex and intensifying combina-~
tion of factors that increasingly makes the patent system a hindrance rather than a spur to innovation,” Harvard Business
School professor Josh Lerner said before a House subcommittee last summer.

The number of patent applications filed with the Patent and Trademark Office mushroomed 73% in the last decade,
from 236,679 in 1995 to 409,532 Jast year. About 10% of all patents issued are for software; more than 19,000 in 2003,
up from 1,100 in 1981, the year the Supreme Court ruled that software could be patented, says Gregory Aharonian, edi-
tor of the Internet Patent News Service.

Patents are popular because they confer a competitive edge on their owners: 20 years of exclusive rights to profit
from the use of the patented innovation. They're worth so much money that some companies-including Acacia Tech-
nologies Group, Forgent Networks, Intellectual Ventures, and NTP-make trafficking in them their primary business.
Earlier this month, merchant bank Ocean Tomo launched an auction business to buy and sell patents-one more sign of
just how hot this market is.

With the growing number of applications has come a huge backlog. The Patent Office started last year with more
than 500,000 new applications in backlog and ended it with almost 600,000 waiting to be examined. "We'll add another
100,000 cases to the backlog this year," Patent Commissioner John Dol says, "so the two problems really are how to do
the amount of work we have to do, and then how do we do it with as much quality as we possibly can.”

CHANGE AFOOT

Doll thinks his office has some solutions. He's proposed hiring 1,000 examiners a year over the next five years to
augment the 4,258 examiners the agency already employs. He wants to restructure training so new examiners are profi-
cient at their jobs within a year, rather than the current two to three years. Beyond staffing, Doll wants limits on the
amount of information applicants can provide examiners early in the application process and the number of appeals al-
lowed when an application is turned down. He's also hoping to require applicants to share the costs involved with exam-
ining extensive documentation.

Most of Doll's proposals, which could take effect in a matter of months, are designed to speed patent approvals
rather than ensure patent quality. Critics of the system are calling for more fundamentat changes.

One such change proposed in legisiation that Rep. Lamar Smith, R-Texas, introduced in June would let third-party
experts fumish evidence-calied "prior art™~during the examination process to demonstrate whether an invention is
unique. Under current rules, only the patent applicant can provide such evidence. Outsiders can get involved after a pat-
ent is granted by requesting a review and submitting priar art that might discredit the patent. If third parties could par-
ticipate in the process, examiners would have more relevant information to decide whether to grant a patent.

In addition to the legislation, another group is working to take prior art investigations online. The PeerTo-Patent
Group, spearheaded by New York Law School associate law professor Beth Noveck and backed by IBM, proposes an
online system where experts in a given field would submit prior art to be ranked by other experts using the same type of
software tools that let people recommend books at Amazon.com. This collaborative filtering system would forward only
highly ranked prior art to patent examiners.

Another proposed reform in Smith’s legislation would expand the scope of challenges permitted after a patent is
granted. Currently when a patent is challenged, the petitioner is only allowed to submit evidence to the reviewer. No
testimony is given.

The proposed legislation would establish a minitrial, where parties would make legal arguments before three ad-
ministrative law judges who'd determine the patent's legitimacy. Patents that successfully navigate such a review would
be deemed higher quality and less likely to be overtumed in court. That process should dissuade the opportunists from
filing further legal challenges.
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Expanding the scope of post-grant challenges isn't all that cententious. But there is disagreement over when such
challenges should be allowed. The legislation proposes two points at which peopie could file for reviews: nine months
after a patent award and, more controversial, years later, when a company starts to enforce its patents.

Many large tech companies support adding the opportunity for a jater review. But emerging enterprises with busi-
nesses based on homegrown patented technologies and companies that generate revenuc mostly from enforcing patents
contend this second window would let big vendors string out the review process over many years. "It gives someone
with a large budget the power to never have to respect someone's patent,” says Brent Frei, executive VP at Intellectual
Ventures, a company headed by former Microsoft CTO Nathan Myhrvold that generates much of its revenue from en-
forcing patents. Frei calls the provision in the legislation "the infringer's Bill of Rights."

But since most patents aren't enforced, having the opportunity for a later review makes sense to some. If challenges
are allowed only right after a patent is granted, then companies and courts end up wasting a lot of resources "trying to
validate a bunch of patents that will never get asserted," says Jason Schultz, staff attorney at the Electronic Frontier
Foundation. The later window is aimed squarely at patent trolls, Schultz says, companies that "are notorious for finding
old patents that no one has ever used, dusting them off, purchasing them, and going after people and asserting them.
Without the second window, you have no effect on patent trolls, period.”

A streamlincd review process might have helped in the NTP-RIM case. The Patent Office appears to be slowly
moving toward invalidating seven wireless patents that NTP holds; it has issued a preliminary ruling to that effect but
may not have a final ruling for years. Concurrently a federal judge has ruled that RIM violated those possibly invalid
patents, and the court could issue an injunction this week to shutter BlackBerry service in the United States. RIM is pre-
pared for the worst with a software workaround that customers would download to continue using their BlackBerrys-all
because one branch of government appears blind to what the other branch is doing.

NOT JUST A U.S. PROBLEM

It's not just U.S. patent law that gets people agitated. The European Union is more restrictive when it comes to
granting software patents and doesn't grant patents for business processes at atl. The open source community as well as
those wanting to maintain national rights successfully opposed legislation last summer that would have brought
Europe's software rules closer to the United States’,

Critics of the U.S. system say too many patents have been issued in the last decade for software and business proc-
esses that hardly deserved special treatment. Weak patents are the ones that get challenged, first as part of the Patent
Office's review and then in the courts, and this diverts to legal battles money and resources that should be earmarked for
innovation. "Good patents create a financial incentive for innovation; bad patents impose costs on the economy and on
national competitiveness,” says New York Law School's Noveck, who's also director of the school's Institute of Infor-
mation Law and Policy.

Patent quality is an issue in nearly all of the most visible patent suits. And the stakes are high: a $521 million judg-
ment, for instance, in the Eolas-Microsoft case. Vague or weak patents lead defendants to argue that the descriptions of
the inventions in the patents don't apply to their use of a technology or that the patents should be invalidated because the
innovations depicted were neither original nor nonobvious, two requisites of a patent.

QUALITY VS. SPEED

So why aren't patent examiners granting good patents? For one, they're overburdened. It takes an average of three
years for the Patent Office to grant a patent, but examiners spend as little as 20 hours reviewing each application-not
nearly enough time for a thorough examination, particularly when it comes to tech patents. "When the input exceeds the
ability to deal with what comes in ... you get a big backlog," says Dave Kappos, IBM's senior intellectual property
counsel. "You get all kinds of other problems. You get people who have to push things out till the end of the process so
that patents don't get appropriately examined.”

Patent Commissioner Doli's push to hire more examiners could help, as could some of his other proposals, such as
timiting the number of claims -statements made about the unique properties of the invention-a patent applicant can
submit. Under the existing rules, applicants can inundate examiners with scores of claims. Doll's proposat would limit
them to submitting the 10 claims they think are most important. Examiners would use those initial claims to decide
whether an invention is novel enough to proceed. Other claims could be added as the process progresses, and the more
claims examiners accept, the stronger the patent. In addition, Doll says, applicants would be asked to heip defray the
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cost of reviewing the additional claims. "If an applicant wants us to examine a hundred claims, we're going to examine a
hundred claims, but we're going to ask them to share the burden,” he says.

Another proposal would cut back the number of times an applicant could refile a rejected application. The office
now aflows an unlimited number of refiles; the proposed rule would allow four. "I don't know of any other agency or
court in the Tand that allows you to retry your case until you get the answer you'd like," Doll says.

INJUNCTIVE POWER

Few people outside the Patent Office think true reform will come from administrative rule changes alone. Legisla-
tive reforms are more likely to improve patent quality and reduce litigation, but getting a bill pushed through Congress
is no sure thing, given the variety of interests lobbying for and against parts of Smith's legislation. And even if it did
happen, those changes would have little impact on patents already in force. Tens of thousands of existing patents of
questionable quality would remain valid for as long as 20 years.

That's why debate over patent reform often returns to the power of injunction. Injunctions have been the default
remedy in patent cases for nearly a century requiring the court to bar an infringer from continuing to use the technology
at issue. Major IT vendors would like to limit their use to cases where irreversible darnage has been done to a company.
Even with dramatic improvements in patent quality injunctions shouldn't be automatic, says Matt Tanielian, Cisco Sys-
tems' senior technology policy counsel. "It's inherently an imperfect science. It's never going to eliminate al bad pat-
ents,” he says. "The entrepreneur and the opportunist in the system will find a bad patent, or find the patent they can
exploit, and use it."

But opponents, including small tech companies, independent inventors, and companies with patents as their princi-
pal assets, argue that without the threat of an injunction, large infringing companies would have no motive to settle with
patent holders. "You can wave a magic wand right now and get ali these high-quality patents to be issued, and I'm tefl-
ing you, the infringement problem won't go away,” MercExchange's Woolston says. The big tech companies arrogantly
disregard other companies’ intellectual property rights, assuming that no one can stop them, he says. The more aggres-
sive they are, the more Wall Street rewards them, "and they get paid handsomely” he adds. "They don't think the system
is quick enough to stop them.”

The threat of an injunction can force warring parties to negotiate. "A good reason to have an injunction remedy is
because the courts won't do a very good job of determining what patent damages should be, or because we think the
process of going through that is too expensive," says George Washington University Law School professor Mark
Abramowicz.

In most areas of law, judges can weigh the pros and cons of various remedies that serve the public interest. Patent
law however, all but mandates automatic injunctions for an infringing patent. But "this is what judges are good at...
weighing what the appropriate remedy would be," says Electronic Frontier Foundation’s Schultz. "If you have a good
case... a judge will grant you an injunction in a minute. It's just giving the judge discretion to actually decide whether or
not it's a good idea, as opposed to some automatic thing where even if you have a lousy case, and there'll be extreme
public harm, you get it anyway"

But injunctions are only a symptom of the bigger problein: Bad patents lead to confusion, litigation, and a bad sys-
tem. Strong patents would mean fewer challenges, fewer resources spent on interminable reviews and court battles, and
more confidence in a system that underpins entrepreneurialism in America. It may take 20 years to getrid of alf the
weak patents, but the overall effect on the patent system would be well worth the wait.

Moments In Patent History

Data: Oyez.org, Wikipedia, M-Cam, Patent and Trademark Office

1449 }

King Henry VI issues first modern patent to John of Utynam for making stained glass

1646

Massachusetts issues first mechanical patent in North America to Joseph Jenkes for making scythes
1981

In Diamond v. Diehr, the Supreme Court holds that software is patentable
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1998

Court upholds business process patents in State Street Bank v. Signature Financial Group

2001

NTP sues Research In Motion, charging the BlackBerry infringes on NTP's wireless patents

20035

Patent Reform Act of 2005 is introduced, proposing new ways to contest patents

2006

Supreme Court will hear MercExchange v. eBay and rule on whether injunctions should be mandatory

'Good patents create a financial incentive for innovation; bad patents impose costs on the economy and on national
competitiveness.

Write to Eric Chabrow at echabrow@cmp.com. Read more about patent reform and listen to our podcast on patent
enforcement as a business model at informationweek.com/1077/blog_patents.htm.
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Almost two years ago, IBM donated 500 software patents to the open source community, with a pledge that it
would not enforee its license rights to the technologies. But the company remains fiercely protective of its vast portfolio
of intellectual property (IP), as Amazon.com Jearned last week when IBM filed a patent-infringement suit claiming the
Internet retailer built its business using IBM-developed technology and processes. As the largest patent holder in the
US, IBM's good-cop, bad-cop approach reflects a broader debate within the tech industry about the role patents shouid
play in a Web 2.0 ecosystem characterized by open source development, collaborative innovation, and fast product cy-
cles. Consensual licensing and working on a nonconfrontationa} basis is the best way to run an IP program. Small tech
companies are taking matters into their own hands, forming patent cooperatives through which IP is shared.

FULL TEXT:

IBM's lawsuit against Amazon shows a patent system in need of reform and raises a question: Are big vendors us-
ing their patent portfolios to stifle innovation?

ALMOST TWO YEARS AGO, IBM donated 500 softwarc patents to the open source community, with a pledge
that it would not enforce its license rights to the technologies. But the company remains fiercely protective of its vast
portfolio of intellectual property, as Amazon.com learned last week when IBM filed a patent-infringement suit claiming
the Internet retailer built its business using IBM-developed technology and processes.

Weicome to the tortuous world of technology patents and IP, where community-minded vendors share original
ideas manifest as software code one day-then bring the hammer down on suspected scofflaws the next. Over the past
two months. Microsoft has released three internally developed technologies -related to Web services, its virtual hard
disk format, and its Sender ID-with promises that they can be used by others in perpetuity. At the same time, Microsoft
is aggressively licensing -and protectingother intellectual property.

IBM's ton attorney for intellectual property rights acknowledges his company's position can seem contradictory and
confusing. "We've referred to our patent policy as apparent schizophrenia,” David Kappos says. Yet he maintains that
"on a deeper level, our actions are consistent.”

Problems with the U.S. patent process are well documented: It's a costly, multiyear undertaking to obtain a patent,
involving overworked examiners who frequently grant patents for technologies and processes many think are too obvi-
ous or broad to deserve such protection. Lawsuits fly fast and furious. Last week, SGI sued ATI Technologies (just ac-
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quired by Advanced Micro Devices) for allegedly infringing on one of its computer-graphics patents. And earlier this
month, chip designer Transmeta sued Intel, charging that the No. I chipmaker violated 10 of its microprocessor patents.
Also last week, the U.S. Supreme Court agreed to hear an appeal in a patent dispute between AT&T and Microsoft. An
appeals court had ruled that Microsoft was liable based on worldwide sales, not just U.S. sales, for infringing on a U.S.
patent held by AT&T.

The number of patent lawsuits cootinues to rise and so does the size of settlements and judgments, says the Coali-
tion for Patent Fairness, a group supported by large tech companies. Before 1990, only one patent damage award larger
than $100 million had been awarded; in the past five years there have been at least 10 judgments and settlements of that
size and at least four that topped $500 million, the group says.

To avoid getting snared in the patent trap, businesses must be careful about the technology they use. And intellec~
tual property disputes can encompass more than just patents: SCO Group sued AutoZone and DaimlerChrysler in 2004
for copyright violations related to its ongoing Linux and Unix legal claims.

Tech vendors, IBM and Microsoft principal among them, are trying to change things they don't like about the pat-
ent process. In addition to giving away pateuts to the open source community, IBM wants all patent applications to be
subject to public review. And it's urging Congress to do away with patents-including some of its own-based on so-called
business methodologies that lack technical merit.

But in suing Amazon, IBM promised to "aggressively defend" its intellectual property and hunt down other compa-
nies it thinks are using its IP without permission. IBM says it tried unsuccessfully to negotiate a licensing dea] with
Amazon for four years before filing suit. Amazon declined to comment.

GOOD COP, BAD COP

IBM makes more than §1 billion a year licensing its IP. As the largest patent holder in the United States, IBM's
good-cop, bad-cop approach reflects a broader debate within the tech industry about the role patents should play in a
Web 2.0 ecosystem characterized by open source development, collaborative innovation, and fast product cycles.
"There are some pathologies in the system that need to be dealt with,” Harvard Business School professor Josh Lemer
says. "Patents have become too powerful and too easy to get” for an economy that's increasingly information-based,
Lerner says.

IBM's strategy is to be an IP benefactor to the tech industry when it's in IBM's interest, while staunchly defending
its IP rights at other times. That's hardly reassuring to entrepreneurs and startups that risk a run-in with IBM as they
develop new products. IBM holds about 40,000 patents worldwide for everything from how to display ads online to the
creation of an Internet checkout system. IBM patents cover "most of, if not all, e-commerce,” senior VP John Kelly told
The Wall Street Journal last week.

Coincidentally, Amazon last week settled an e-commerce lawsuit filed in 2004 by Cendant that covered some of the
same technology that IBM claims as its own. Amazon and Cendant agreed to mutual nonexclusive cross-licenses to the
patents involved in the suit,

Meantime, the prospect of a more aggressive IBM has some tech companies worried. "We're looking at the patents
that IBM is concerned about with Amazon and checking them out,” says Daren Gill, VP of development at Choic-
eStream, which created an online product-recommendation engine used by AOL, Yahoo, and, soon, a major internet
movie retailer.

IBM's suit against Amazon involves technology that underlies the Web retailer's recommendations generator, a
popular feature that suggests hooks to shoppers based on books they previously bought on the site and similar purchases
by other shoppers. IBM says it invented and patented the concept in the 1980s. The method uses a search and retrieval
technique known as collaborative filtering that creates associations between objects in, say an online product catalog,
based on the number of times they're selected by a single buyer. IBM also is suing Amazon for violating four other pat-
ents it says are at the core of Amazon’s busiess (see "IBM Vs, Amazon," p. 25).

‘What's setting off alarms in some quarters is the fact that personalized recommendation systems are widely used,
and they can be generated in a number of different ways. "These kind of lawsuits hurt our whole industry,” says Mary
Hedder, CEO of Drabble.com, an online video-sharing service. She thinks the patent process needs tightening to prevent
what she considers a proliferation of nuisance suits. "Most of the patents they grant are really for simple and basic con-
cepts and ideas, not complex and innovative processes, which is what they're supposed to be allowing,” Hodder says.
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IBM officials insist the move against Amazon isn't a sign of a new and more aggressive IP legal campaign. "I don't
anticipate any change in our basic policies,” Kappos says. "Consensual licensing and working on a nonconfrontational
basis is the best way to run an IP program.” IBM's last major patent-infringement suit was six years ago against data-
base vendor Informix, Kappos says, a company IBM has since acquired.

But IBM is under pressure to boost its top line, and CEO Sam Palmisano sees gold in the company's vast patent li-
brary. Last year, IBM hired Boston Consulting Group patent expert Kevin Rivette as VP for intellectual property.
Rivette is author of Rembrandts In The Attic (Harvard Business School Press, 1999), a primer on how companies can
profit from their IP assets. Palmisano created a technology and intellectual property unit within IBM under senior VP
Kelly, dedicated to finding new markets for the fruits of its research.

IBM also sees itself at the vanguard of a movement to reform the patent system. Last month, IBM said it would
register all patents in the pame of the company, not the scientist who developed the technology, for the sake of transpar-
ency. IBM also is ceding 100 business-method patents to the public domain, though it would like to see such patents
done away with unless they're based on substantial technical innovation. (The top patent official in Israel ruled last
week that business-method patents aren't permitted in that country.)

General Electric, Hewlett-Packard, IBM, Microsoft, and Red Hat are participating in a "community review” pilot
project sponsored by the U.S, Patent and Trademark Office. The program aims to open patent applications to public
scrutiny, easing some of the pressure on inspectors and garnering input on a patent's validity from experts worldwide.

At the same time, the Patent Office is considering revising its rules to limit to 10 the number of times patent appli-
cants can request a re-examination of applications and the number of claims contained in an application. Congress is
considering changes, too. Sens. Orrin Hatch, R-Utah, and Patrick I.eahy, D-Vt., are sponsoring legislation that would
grant stronger protection to patent seekers who are first to file and make it more difficult for challengers.

MICROSOFT'S AGENDA

Like IBM, Microsoft has released internally developed technology, some of it patented. In September, Microsoft
said developers were free to use its Web services specifications, and earlier this month it did the same with its virtual
hard drive image format. "Every individual and organization in the world" can use the technology. Microsoft declared
generously, adding that the offer stands "forever.”

Last week, Microsoft added its Sender ID technology, which helps identify the source of e-mail, to the components
available under its so-called Open Specification Promise. "There are some technologies that we think are critical for
broad industry adoption,” says Jason Matusow, senior director of IP and licensing. OSP is “an irrevocable promise” that
developers can use these Microsoft technologies without fear of being sued or being forced to pay license fees, he says.
At the same time, Microsoft has set a goal to cut its intcllectual property “deficit.” It paid about $1 billion in ficensing
fees last year but brought in just $100 million.

Not everyone buys the patent-reform agenda of the big tech companies. Hans Hxu, founder of online gift registry
Felicite.com, says the industry’s large players are more interested in the appearance of IP openness than in practicing
what they preach. "IBM patents almost everything they do, then they sit on it. That doesn't do much to encourage inno-
vation,” says Hxu, a McKinsey consultant before launching Felicite,

Other critics suggest the vendors' moves are aimed at cementing their advantages at a time when they Face rising
competition from startups. In an August essay, Harvard Law School professor and tech entrepreneur James Moore ar-
gued that the collaborative patent review process proposed by IBM, Microsoft, and others will result in fewer patents
heing issued because it will give examiners more ammunition to shoot down applications. "If fewer patents are issued,
but existing patents are not revoked, IBM and Microsoft win because they already possess vast existing portfolios,”
Moore writes.

Some Web 2.0 companies dismiss IBM's ar that business-method patents protect obvious ideas. "Everything
is obvious after someone has done it," says a spokesman for online movie renter Netflix, which has patents on its queue-
ordering system-and is suing Blockbuster for allegedly copying the system.

Small tech companies are taking matters into their own hands, forming patent cooperatives through which IP is
shared. Search company Wink participates in Creative Commons, a group that encourages sharing of copyrights and
GNU open source licenses. But there's 2 line between sharing and protecting intellectual property that creates competi-
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tive advantage, says Wink CEO Michael Tanne. "When companies have invested in the development of technologies,
they really ought to be able to protect it,” Tanne says.

How these issues are resolved will influence how tech innovations are developed and commercialized in the years
ahead. Too many lengthy and expensive legal batties will persuade IT departments to stick with familiar technology.
That's something tech vendors should consider as they take one another to court. -WITH ERIC CHABROW

Forces Of Reform
Key players working to change the patent system

IBM Seeks community review of patent applications, abolition of businessmethod patents that don't include techni-
cal innovation, and increased transparency of patent ownership

U.S. Patent And Trademark Office Proposes limiting to 10 the number of times patent applicants can request a re-
examination of their applications and the ' number of individual patent claims contained in any single application

Microsoft Wants international harmonization of patent law, a crackdown on questionable patent litigation, and the
end of filing fees for small companies and individual inventors -

Sens. Orrin Hatch, R-Utah, and Patrick Leahy, D-Vt. Sponsors of the Patent Reform Act of 2006, which would
grant stronger protection to "first to file” patent holders, raise the bar for litigants who claim prior invention, and limit
damage awards for patent holders

IBM Vs. Amazon
In dispute:

* An electronic requisition system that has catalogs of items offered by suppliers stored on a central catalog data-
base system

* A system that includes a means of storing at least one link profile associated with a specific set of one or 