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Note from the Managing Editor

As economic signs point to a recovery from the severe global downturn, many
companies are positioning themselves for growth in 2010. Taiwanese companies that
protect and assert their intellectual property in Taiwan and abroad stand to benefit as
they market their products globally. We hope the information in this issue will help keep
you informed as you guide your own company’s business and legal strategies.

In this issue we discuss several legal developments of interest, including the success
of companies seeking to transfer cases out of the Eastern District of Texas — and the
challenges that remain. We also discuss cases related to patent pooling and licensing
considerations when a subsidiary is involved.

We are happy to report on recent victories on behalf of our clients, and rankings listing
the firm as among the most active and well-respected in a number of intellectual
property categories. In other exciting news, our firm has launched its first mobile
application for iPhone.

Best wishes,

Alexander J. Hadjis, Morrison & Foerster LLP
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Imation v. Philips: Federal Circuit Holds That Patent
License Extends to Subsidiaries Acquired After
Expiration of License Agreement

By Rufus Pichler

The Federal Circuit held in Imation Corp.
v. Koninklijke Philips Electronics N.V."
that Imation’s rights under a cross-license
agreement with Philips extend to two
subsidiaries that Imation acquired after
the termination of the agreement. The
decision is a reminder of how important

it is that license agreements be drafted
clearly, carefully, and consistently to avoid
unintended consequences of economic
significance for the parties.

Factual Background

In 1995 Philips and Minnesota Mining
and Manufacturing Company (known as
“3M”) entered into a patent cross-license
agreement (“CLA”) covering, among oth-
er technology, optical disks and drives.

It was undisputed that Imation, a spin-off
from 3M, succeeded in 3M’s rights and
obligations under the CLA. The CLA, by
its terms, expired on March 1, 2000, but
also provided that “any patent license
which has been granted under [the li-
cense provision]” (emphasis added) was
to continue, as to each licensed patent,
for the life of such patent. In 2003, after
expiration of the agreement term, Ima-
tion formed a joint venture with Moser
Baer India Limited (“Moser Baer”) which
was called Global Data Media FZ-LLC
(“GDM”). Imation owns 51% of GDM
and Moser Baer owns 49%. In 2006
Imation also acquired Memorex Interna-
tional, Inc. (“Memorex”).

Under the relevant provision of the CLA,
Philips “agrees to grant and does hereby
grant to [Imation] and its Subsidiaries

a personal, non-exclusive, indivisible,
nontransferable, irrevocable, world-
wide, royalty-free license under Philips
Licensed Patents to make, have made,

make for others, use, lease, distribute,
offer to sell, sell, import, or otherwise
dispose of Licensed Products.” A “Sub-
sidiary” is defined as any “corporation ...
or other form of business organization as
to which the party now or hereafter has
more than a fifty percent (50%) ownership
interest” (emphasis added).

Both GDM and Memorex commercialize
optical storage disk products that are cov-
ered by Philips’s patents. In 2007, Imation
filed a declaratory judgment action seek-

THE ISSUE BEFORE THE
DISTRICT COURT WAS
WHETHER GDM AND
MEMOREX HAVE VALID
LICENSES TO PHILIPS’S
PATENTS UNDER THE

CLAIN LIGHT OF THE
FACT THAT THEY
BECAME IMATION

SUBSIDIARIES ONLY

AFTER THE EXPIRATION
OF THE CLA.

ing, among other things, a declaration that
GDM and Memorex are licensed under the
CLA as “Subsidiaries” of Imation. To fully
understand the background, it is important
to note that Moser Baer supplies optical
disks to GDM. While Moser Baer has its
own royalty-bearing license agreement with
Philips, Moser Baer, Imation, and GDM
took the position that no royalties are owed
to Philips under that agreement because
GDM may exercise royalty-free “have
made rights” under the CLA with respect to
products supplied to it by Moser Baer.

The District Court’s Decision

The issue before the district court was
whether GDM and Memorex have valid
licenses to Philips’s patents under the
CLA in light of the fact that they became
Imation subsidiaries only after the expira-
tion of the CLA. The district court held
for Philips. Ininterpreting the CLA it
found that, pursuant to the termination
provision, only licenses that “had been
granted” survive the expiration of the
agreement on March 1, 2000. Because
GDM and Memorex were not Imation sub-
sidiaries until 2003 and 2006, respective-
ly, no licenses could “have been granted”
to them as of March 2000. Moreover, the
court held that GDM and Memorex were
not “Subsidiaries” as defined in the CLA
because the language “now or hereafter”
in the definition of “Subsidiaries” must be
read as referring only to the time period
up until the expiration of the agreement.

The Federal Circuit’s Decision

The Federal Circuit disagreed and
reversed. Applying New York law, the
Court rejected the interpretation of the
CLA by the district court. The Court
concluded that the language in the
license grant, wherein Philips “agrees to
grant and does hereby grant to [Imation]
and its Subsidiaries,” constitutes a pres-
ent license grant to a class comprised
of Imation and each “Subsidiary,” which
class may shrink or grow over time as
entities become or cease to be “Sub-
sidiaries.” Under this “group license”
construction, as opposed to the district
court’s finding of a grant of multiple
licenses over time, a single license

“had been granted” and vested as of
the effective date of the CLA even with
respect to future “Subsidiaries.”
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Imation v.
Philips

(Continued from Page 2)

Secondly, the Federal Circuit found that
GDM and Memorex met the definition of
“Subsidiaries” under the CLA. It refused
to follow the district court’s reading that
the term “hereafter,” without any express
temporal limitation, is implicitly limited to
the period of time up until the expira-
tion of the CLA. The Federal Circuit
reasoned that if the parties had intended
to limit the group of “Subsidiaries” to
those in existence at a certain time, they
could have said so. Instead, the plain
language of the relevant provision con-
tains no such explicit temporal limitation,
and the Court stated that it is “extremely
reluctant to interpret an agreement as
impliedly stating something which the
parties have neglected to specifically
include.” As additional support for its
interpretation, the Court pointed to the
agreement’s definition of “Licensed
Patents,” which does contain an explicit
temporal limitation (i.e., patents now or
hereafter owned and having a filing date
prior to the expiration date). “Where
one provision of an agreement contains
a particular reference,” said the Court,
“the omission of this reference from any
similar provision must be assumed to
have been intentional.”

As an aside, because “a proper interpre-
tation of a contract generally assumes
consistent usage of terms throughout
the Agreement,” it follows from the
Court’s interpretation of “hereafter” in the
“Subsidiary” definition, that the “Licensed
Patent” definition? also covers patents
acquired by a party after the expiration
date of the CLA (as long as such patents
meet the separate requirement of a filing
date prior to the expiration date). Simi-
larly, Philips would be licensed under
any patents of GDM and Memorex, as

“Subsidiaries” of Imation, which meet the

filing date requirement.

Conclusion and Lessons

The ruling obviously has a significant eco-
nomic effect on Philips which is not only
prevented from recovering royalties from
GDM and Memorex, but may also lose
royalties from Moser Baer to the extent
Moser Baer is now covered by GDM’s
have made right and therefore does not
need to rely on its own royalty-bearing
license from Philips.

The decision highlights the significance of
fundamental contract interpretation rules
that should be remembered when drafting
agreements, including the following which
the Federal Circuit expressly relied on in
reaching its conclusion:

+ A contract will be construed so as to
give full effect to its provisions and not
render any portion meaningless.

» A contract will be read as a whole and
be interpreted as to give effect to its
general purpose.

» Courts are reluctant to interpret a
contract as impliedly stating something
which the parties did not specifically
state.

* Where a provision of an agreement
contains a particular reference, the
absence of this reference from a similar
provision will be assumed to have been
intentional.

+ Courts will not adopt an interpretation
that renders language in the agreement
superfluous.

» Courts will generally assume consistent
usage of terms throughout an
agreement.

Finally, the decision highlights the im-
portance of clear, careful, and consistent
drafting and the need to identify and
address potential future problem areas.
Specifically, the possibility of future acqui-
sitions and other corporate transactions
presents a variety of complex issues that

should be addressed in license agree-
ments. These issues include, for example:

* Whether future subsidiaries will be
licensed and how they are defined;

* Whether product lines acquired by
the licensee through acquisition of a
subsidiary or otherwise will be licensed;

* Whether there will be volume or “organic
growth” restrictions with respect to the
licensee’s products so that volume
increases due to an acquisition will not
automatically be covered by the license;

» Whether patents of acquired or
acquiring entities will be encumbered by
the license granted;

» Whether licenses can be transferred
or extended in connection with the
divestiture of product lines, assets,
business units, or entities;

* Whether licenses survive an acquisition
of the licensee, and, if so, whether there
will be restrictions with respect to the
licensed products (such as a limitation to
pre-acquisition product lines or models);
and

» The effects of an acquisition of an entity
that is separately licensed (e.g., under
different terms that are more favorable
to the licensor). m

1 586 F.3d 980 (Fed. Cir. 2009).

2 The definition of “Licensed Patents”
covers patents which “(1) are owned or
controlled by the granting party or any of
its Subsidiaries such that such party or its
Subsidiaries now has or hereafter obtains
the right to grant the licenses within the
scope of this Agreement; (2) related to
optical or magneto-optical storage and
retrieval technology; and (3) have a filing
date ... on or before the expiration date of
this Agreement [i.e., March 1, 2000].”
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Recent Federal Circuit Venue Decisions Continue to
Reveal Transfer Options For Companies Sued In
The Eastern District of Texas

By Jason A. Crotty, Rudy Y.
Kim, and J. Manena Bishop

In re Hoffman-La Roche Inc. and In re Nin-
tendo Co., Ltd. are the latest in a series of
Federal Circuit decisions that have shifted
the legal landscape regarding patent
venue — turning the tide in favor of defen-
dants seeking to transfer cases out of the
Eastern District of Texas.! These cases
may be helpful to Taiwanese companies
and other defendants who do not have any
specific ties to the district.

The Eastern District of Texas (“EDTX”") has
developed a reputation for being a plaintiff-
friendly forum. Until recently, motions

to transfer were often denied and many
defendants were forced to litigate in EDTXx,
even if they had little or no connection to
the venue.

The Fifth Circuit’'s en banc decision in
Volkswagen started a significant change
in Eastern District of Texas transfer law.
In re Volkswagen of America, Inc., 545
F.3d 304 (5th Cir. 2008) (en banc). In
Volkswagen, the plaintiff filed an auto
injury related suit in the Eastern District
of Texas even though virtually all of the
witnesses, documents, and physical
evidence were located in the Northern
District of Texas. /d. at 316-18. The
district court denied transfer, discount-
ing the physical location of evidence in
view of the fact that modern technology
has made it easier to transport certain
types of discovery. The appellate court,
however, concluded that the district court
failed to properly consider the actual
location of evidence, the availability of
the compulsory process, and the local
venue’s interest in deciding the case “at
home.” Id. at 317-18. The Fifth Circuit,
therefore, granted Volkswagen’s petition

for a writ of mandamus and ordered the
case transferred to the Northern District
of Texas. Id. at 319.

Shortly thereafter, in TS Tech, a defendant
in a patent infringement suit filed a similar
petition for a writ of mandamus in the
Federal Circuit. Inre TS Tech USA Corp.,
551 F.3d 1315, 1318 (Fed. Cir. 2008). Fol-
lowing Fifth Circuit law, the Federal Circuit
held that the district court abused its dis-
cretion by: (1) giving too much weight to
plaintiff's choice of venue; (2) ignoring Fifth
Circuit precedent requiring an assess-
ment of costs for attendance of witnesses;
(3) marginalizing the factor concerning

the relative ease of access to sources of
proof; and (4) disregarding Fifth Circuit law
in analyzing the public interest in having
localized decisions decided “at home.”

Id. at 1320-21. Accordingly, the Federal
Circuit granted TS Tech’s writ and ordered
the district court to transfer the case. /d.
at 1322-23.

Initial district court rulings following
Volkswagen and TS Tech suggested that
more cases would be transferred from the
Eastern District of Texas, particularly when
the physical evidence and witnesses were
centralized at or near an alternate forum
that was “clearly more convenient.” /d.

at 1319. Some district court decisions,
however, distinguished these “centralized”
cases from “decentralized” cases involving
multiple defendants (i.e., cases in which
the evidence, witnesses, and parties were
located throughout the U.S. and outside
the U.S.).

For example, in Genentech, Novartis, a
German company, filed suit in the Eastern
District of Texas against Genentech (lo-
cated in the Northern District of California)
and Biogen (located in the Southern Dis-

trict of California). Genentech, 566 F.3d

at 1340-41. The witnesses and evidence
were located in multiple geographic re-
gions, and none were located in Texas. /d.
The district court denied transfer on the
grounds that the Eastern District of Texas
was a central location that was as good a
location as any other venue. Id. at 1342.

The Federal Circuit, however, rejected
this “central location rationale” and
concluded that the district court failed

to properly apply Fifth Circuit law. /d. at
1342-49. Among other things, in ruling
that Texas is a central location, the district
court failed to consider the fact that none
of the identified witnesses lived in Texas
and the majority of witnesses lived in
California. Id. at 1344-45.

The district court also placed too much
emphasis on the fact that Texas was
closer to the witnesses in Europe, given
that those witnesses would be “required

to travel a significant distance no matter
where they testify.” /d. Therefore, the
slight additional time that European wit-
nesses would have to travel was far out-
weighed by the significant inconvenience
that two California parties and multiple
California-based witnesses would have
had to face if required to travel to Texas.
Id. Likewise, while there would be a “sig-
nificant and unnecessary burden” imposed
on defendants if required to transport
relevant materials from California to Texas,
it would be only “slightly more inconve-
nient or costly” to transport materials from
Europe to California instead of Texas. /d.
at 1345-46.

More recently, in Hoffmann-La Roche, the
Federal Circuit has extended this shift in
transfer law. 2009 WL 4281965, at *4. In
Hoffmann-La Roche, Novartis, a California

6
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company, brought suit in the Eastern Dis-
trict of Texas against Hoffmann-La Roche
Inc., Roche Laboratories Inc., Roche
Colorado Corp., and Trimeris, Inc. /d. at
*1. The accused product was developed
at Trimeris’ labs in North Carolina where
certain documents were maintained. /d.
Roche’s manufacturing and processing
facilities were located in Colorado, Michi-
gan, and Switzerland. /d. The company
packaged the drug at its New Jersey
headquarters and marketed the accused
product nationwide. /d. Only a handful
of 25 potential witnesses lived in North
Carolina. Id.

Defendants moved to transfer, contending
that there were no witnesses or evidence
within 100 miles of the Eastern District of
Texas. Id. Additionally, defendants argued
that most of the relevant evidence, a num-
ber of Trimeris’ employee witnesses, and
four non-employee witnesses were located
in North Carolina. /d. The plaintiff argued
that because the case involved multiple
parties from across the country, and sourc-
es of proof and witnesses were located
throughout the United States, transferring
the case to North Carolina would merely
rearrange the inconveniences. /d.

The district court denied the motion to
transfer, finding that: (1) four non-party
witnesses in North Carolina did not con-
stitute a substantial number of witnesses;
(2) Novartis’'s documents had been
transferred to Texas; and (3) the district
court had subpoena power over one of
the witnesses who lived in Houston. /d.
at *2. The district court concluded that
“the Eastern District of North Carolina had
no more of a local interest in deciding this
matter than the Eastern District of Texas”
because the accused product was offered
for sale nationwide. /d. at *4. Defendants

petitioned the Federal Circuit for a writ of
mandamus. /d. at *2.

The Federal Circuit compared the case’s
connection to the Eastern District of
Texas and its connection to the Eastern
District of North Carolina and held that
there was “a stark contrast in relevance,
convenience, and fairness between the
two venues.” Id. The appellate court
held that the district court abused its
discretion by failing to give proper weight
to the meaningful connection that the
patent infringement dispute had to North
Carolina but did not have to the Eastern
District of Texas. /d. at *4. Accordingly,
the Federal Circuit granted the defen-
dants’ petition and ordered the case to
be transferred to the Eastern District of
North Carolina. Id. at *4.

An even more recent Federal Circuit
decision further confirms this ongoing

shift in the law. See Nintendo, 2009 WL
4842589, at *4-5. In Nintendo, Nintendo
sought transfer to the Western District of
Washington, where it was incorporated
and had its principal place of business. /d.
at *1. Motiva opposed transfer, arguing
that Eastern District of Texas was the
proper venue for the decentralized case.
Id. The Federal Circuit again rejected the
“decentralized” argument for maintaining a
case in Texas that lacks any connection to
the venue and reminded the district court
that it had “already questioned this type

of reasoning in another case involving the
Eastern District of Texas.” Id. at *4 (citing
Genentech, 566 F.3d at 1344).

In holding that the district court abused its
discretion in denying transfer from a venue
“with no meaningful ties to the case,” the
Federal Circuit concluded that: (1) the
district court gave the plaintiff's choice of
venue too much deference, (2) the district
court failed to give proper weight to the
fact that all of the identified key witnesses
were in Washington, Japan, Ohio, and
New York and no witnesses lived in Texas,
(3) the fact that Nintendo’s products are

sold nationally did not justify keeping the
case in Texas as the “Fifth Circuit has
unequivocally rejected the argument that
citizens of the venue chosen by the plain-
tiff have a ‘substantial interest’ in adjudicat-
ing a case locally because some allegedly
infringing products found their way into the
Texas market,” and (4) the district court
“glossed over a record without a single rel-
evant factor favoring the plaintiff's chosen
venue” and incorrectly “hypothesized that
the Eastern District of Texas could serve
as a centralized location” despite the fact
that neither party had evidence in Texas
and the majority of Nintendo’s evidence
was located in Washington. /d. at *3-5.

These recent Federal Circuit decisions
indicate that the tide continues to turn in
favor of parties seeking to transfer cases
out of the Eastern District of Texas. Ge-
nentech and Nintendo indicate that trans-
fer is appropriate in decentralized cases if
there are no witnesses in the district where
the case is filed and a significant number
of witnesses would benefit from a change
of venue. Hoffman-La Roche and Nin-
tendo suggest that district courts evaluate
whether the patent dispute’s connection
to a plaintiff's selected venue is more
meaningful than the connection to any
one alternative local venue. All of these
cases highlight the importance of witness
convenience, location of evidence, and a
connection between the dispute and the
district. Additionally, the fact that a case
involves a product that is sold nationwide
does not mean that any venue in the coun-
try is appropriate. Consequently, even
decentralized cases now appear to have
a high probability of being transferred if
the dispute does not have any meaningful
connection to the Eastern District of Texas
and an alternate jurisdiction with such a
connection exists. m

1 In re Hoffmann-La Roche Inc., — F.3d —,
Misc. No. 911, 2009 WL 4281965 (Fed. Cir.
Dec. 2, 2009); In re Nintendo Co., Ltd., —
F.3d —, Misc. No. 914, 2009 WL 4842589
(Fed. Cir. Dec. 17, 2009).
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Can a Company Refuse to License a Pooled Patent
Outside of the Pool?

By Cynthia Lopez Beverage

Any company involved in patent licensing
or litigation that concerns technology sub-
ject to patent rights “pooled” among multiple
companies (such as when competitors
have jointly-developed industry standards
patent pools) should pay close attention to
an en banc hearing that will take place in
Princo Corporation v. International Trade
Commission in 2010." At present, the par-
ties, the NYIPLA, and the AIPLA are prepar-
ing briefs on the patent misuse issues that
the Federal Circuit specifically identified in
its October 13, 2009 order granting en banc
review.? In this case, the Federal Circuit
may decide whether it is patent misuse for
patent owners, who create a patent pool

for technology that is also subject to other
companies’ patents, to agree among them-
selves not to license a pooled patent for a
potentially competing technology outside of
the pool.?

Background

The root of the patent misuse issues in
Princo started in the late 1980s and early
1990s, when U.S. Philips Corporation and
Sony Corporation jointly developed the
technical industry standards (called the
“Orange Book”) for the production of CD-R
and CD-RW discs. Philips developed and
patented an analog method for encoding
position data on a blank disk to determine
position (“Raaymakers patent”). Sony de-
veloped and patented a digital method for
doing the same (“Lagadec patent”). Philips
and Sony, nevertheless, chose to define the
Orange Book standard using only Philips’s
analog approach. However, when Philips
and Sony and two other companies agreed
to pool their patents that covered the
Orange Book standard, they also included
Sony’s Lagadec patent in the patent pool's
joint license, even though this patent did
not cover the chosen analog approach

described in the Orange Book.

Princo Corporation and Princo American
Corporation originally took a license to

the Orange Book pooled patents but they
quickly stopped paying royalties, insisting
they should not have to pay royalties for a
variety of reasons, including patent misuse
on the part of Philips. Though Princo did
not dispute that its products were covered
by the patent pool, it asserted that Philips’s
and Sony’s agreement not to license the
Lagadec patent outside the patent pool was
patent misuse because that agreement
prevented the development of a technol-
ogy that competed with the Orange Book
technology.* Princo’s nonpayment of royal-
ties resulted in Philips filing a complaint
against Princo before the International
Trade Commission (“Commission”), where
Philips claimed that Princo, among others,
imported CDs that infringed Philips’s pat-
ents. The Commission’s administrative law
judge and the Commission ruled in Princo’s
favor, finding patent misuse.®* However,
Philips appealed and the Federal Circuit
reversed and remanded.® On remand, the
Commission rejected Princo’s misuse de-
fense.” Princo then appealed and asserted
the Commission erred because Philips’s
conditional licensing of essential patents for
production of Orange Book compliant CD-R
and CD-RW discs upon the purchase of a
license to the Lagadec patent was patent
misuse, as was Philips’s agreement with
Sony not to license the Lagadec patent as
competing technology to the Orange Book.

On April 20, 2009, a Federal Circuit panel
issued a decision after reviewing an Inter-
national Trade Commission ruling in Princo.
The Panel Decision rejected Princo’s
argument that the Lagadec patent was not
necessary to practice the technology of the
Orange Book standard,? but it also remand-
ed to the Commission for further fact-finding
on whether Sony and Philips had agreed
not to license the Lagadec patent.® In its

en banc order, the Federal Circuit vacated
its Panel Decision, granted the petitions

for rehearing en banc filed by Philips and
the Commission, and reinstated the appeal
filed by Princo.” Princo’s reinstated appeal
will now be decided by the Federal Circuit
sitting en banc, after the parties file new
briefs primarily addressing Section Il of the
Panel Decision."

Arguments Addressed By The
Princo 2009 Panel Decision

Generally, Section Il of the Panel Decision,
on which the en banc court will focus, ad-
dressed whether the Lagadec patent was a
viable alternative to the technology licensed
through the Orange Book patent pool, and
whether Philips and Sony did agree nof to
license the Lagadec patent in a way that
would permit a competitor to develop, use,
or license the Lagadec patent’s technology
to create a competing technology.

Thus, in its en banc decision, the Federal
Circuit will likely address whether and when
the patent misuse doctrine will apply to
pooling arrangements in which participants
agree not to license a patent outside of the
pool. First, it is unclear whether the court
has viewed the relationship between Sony
and its patents and Philips and its patents
as a vertical or horizontal relationship. In
the Panel Decision, the panel discussed the
“the appropriate standard under the rule of
reason,”? as if it was the correct standard
to apply to the relationship between Sony
and Philips. However, in contrast, the
Panel Decision also identified the Lagadec
patent as “a pool competitor to the Raay-
makers pool patents,”*® rejected Philips’s
characterization of the licensing agreement
with Sony as tantamount to a merger that
would make the question of competition
moot," and implied that Philips and Sony
were “horizontal competitors.”"®

If the Federal Circuit concludes the relation-
ship between Sony and Philips was vertical

10
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(i.e., one in which the parties own comple-
mentary patents), the court will likely apply
a rule of reason analysis, which balances
the procompetitive and anticompetitive ef-
fects of the restriction, to determine if there
was patent misuse. However, if the Federal
Circuit views the relationship between Sony
and Philips as horizontal (i.e., one in which
the parties own competing patents), then
there will be the potential that the court
would find the agreement to be per se pat-
ent misuse. The fundamental question the
court must answer is whether procompeti-
tive benefits of the patent pool potentially
justify an agreement not to license outside
of the pool. If so, the court would apply a
rule of reason analysis even though the
relationship is horizontal. If not, the court
could apply a per se analysis.

Second, if the Federal Circuit concludes
that the purported agreement between
Philips and Sony is subject to a rule of
reason analysis, it is unclear whether, on
remand, the Federal Circuit will provide
instructions on how the Commission should
determine the relevant market in which

to evaluate the effects of the purported
agreement and whether there is market
power. For example, although the “relevant
market” was already determined by the
Commission, the Panel Decision has also
cited a couple of markets that could be
considered the “relevant market.” The
“relevant market” could be the market for
the licensing of the technology covered by
the Lagadec patent,'® the market for the
technology of the Raaymakers patented
processes or products,'” or even the patent
pool market."®

This case could have a significant impact
on the kinds of agreements that patent
owners, who are forming a pool, may enter
into with each other, and how licensees
regard these agreements. If the Federal
Circuit decides the agreement in Princo

was per se patent misuse, patent pool
owners will not be able to agree not to
license pooled patents that arguably involve
substitutable technologies outside of the
pool without fear that they will violate the
patent misuse doctrine. Equally, potential
licensees of pooled patents will then be
able to insist on paying royalties only on the
patents that actually cover the compet-

ing technology being licensed. And if a
potential licensee discovers that any of the
patents in the pool disclose alternative,
substitutable technologies to the licensed
technology, that potential licensee may be
able to use this discovery in negotiations
against the patent pool owners, or if later
sued for patent infringement, raise patent
misuse as a defense against the patent
pool owners.

THIS CASE COULD
HAVE A SIGNIFICANT
IMPACT ON THE KINDS
OF AGREEMENTS THAT
PATENT OWNERS, WHO

ARE FORMING A POOL,
MAY ENTER INTO WITH
EACH OTHER, AND HOW
LICENSEES REGARD
THESE AGREEMENTS.

If, on the other hand, the Federal Circuit
decides that the rule of reason applies to
pooling arrangements in which participants
agree not to license a patent outside of the
pool, the competitive effects of entering into
such an agreement could expose pooling
arrangements to patent misuse claims.
Though this would make it harder for a for-
mer licensee sued for patent infringement
to prove a patent misuse claim than under
a per se analysis, such companies will still
be able to raise questions about the patent
pool agreement if there is any doubt as to
the true nature of the relationship among
the patent pool owners, i.e., horizontal

as opposed to vertical; the necessity of a
patent being part of the pool; or whether a
particular patent may apply to a competing,
substitutable technology. Thus, until the
Federal Circuit issues its en banc decision
in Princo, patent owners and licensees
should closely scrutinize agreements they
may be entering into, particularly if any
agreements restrict access to patents. m

1 563 F.3d 1301 (Fed. Cir. 2009) (the “Panel
Decision”).

2 Princo Corp. v. International Trade Comm’n,
583 F.3d 1380 (Fed. Cir. 2009) (per curiam).
At present, the court has extended the
deadlines for briefing. Princo’s and the
Commission’s briefs are due on 1/15/2010;
Philips’s brief is due on 2/5/2010.

3 Though it previously held that a patent
owner was under no obligation to license
a patent, Intergraph Corporation v. Intel
Corporation, 195 F.3d 1346, 1362 (Fed.
Cir. 1999) (the antitrust laws do not negate
the patentee’s right to exclude others from
patent property) (citing Cygnus Therapeutic
Sys. v. ALZA Corp, 92 F.3d 1153, 1160
(Fed. Cir. 1996)), in Princo the question is
addressed as to whether patent owners
can agree among themselves to withhold a
license to a patent.

4 Princo, 563 F.3d at 1302.

In re Certain Recordable Compact Discs &
Rewritable Compact Discs, Inv. No. 337-TA-
474 (Int'l Trade Comm’n Apr. 8, 2004).

6 U.S. Philips Corporation v. International
Trade Comm’n, 424 F.3d 1179 (Fed. Cir.
2005).

7 In re Certain Recordable Compact Discs &
Rewritable Compact Discs, No. 337-TA-474,
slip op. at 9 (Int'l Trade Comm’n Feb. 5,
2007).

563 F.3d at 1311-12.
Id. at 1310.

10 583 F.3d at 1380-81.

11 Id. at 1381.

12 563 F.3d at 1318.

13 Id. at 1315.

14 Id. at 1316.

15 Id. at 1317.

16 Id. at 1315 (“patent licensing of competing
technologies”).

17 Id. (“processes for manufacturing an
unpatented product”).

18 Id. (patent “pooling of competing
process[es]’).

12
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IP Practice News

Recent Awards & Accolades

Morrison & Foerster’s intellectual property group
achieved rankings in ten categories in the annual
“World IP survey” by Managing Intellectual Property.
The issue, “2010 Patent Firms Of The Year,”
includes the World IP Survey in which the firm is
ranked in ten categories, and moved higher in two
categories: ITC practice and Patent Contentious
(West) for which the firm earned the highest Tier 1
ranking. Our group also received the Tier 1 ranking
in Copyright (West). We have also been shortlisted
for Managing IP’s North America Awards 2010 in

the areas of United States: National: ITC Litigation,
United States: West: Patent Prosecution, and
United States: West: Patent Contentious.

The World IP Survey is a qualitative ranking of the
leading firms in each category and reveals which

firms are rated by their peers for the strength of their
expertise and the depth of their ability to service clients,
according to the magazine. The survey, in its 14th year
of publication, is based on hundreds of conversations

with clients and practitioners worldwide. =

Morrison & Foerster Launches iPhone Mobile Application “MoF02Go”

Continuing the firm’s tradition of innovation, Morrison
& Foerster has launched one of the first iPhone
applications created by a major law firm. MoFo2Go

is a multi-function app designed for on-the-go
professionals and is available for free through iTunes.
To download, go to the app store in iTunes and search
“‘MoF02Go.”

The app’s four functional areas are “People,”
“‘News,” “Locations,” and “Play.” “People” allows
users to view short bios of all attorneys who are on

the MoFo website and is searchable by practice/
industry, office location, or law school. In the
“News” section, users can view our client alerts,
press releases and newsletters — plus special
content from our award-winning magazine MoFo
Tech. “Locations” has important information
about our offices and includes handy guides

to the nearest transportation hubs, hotels, and
restaurants. Then there’s the “Play” function —
MoFo Maze — a game that challenges users to
progress through four levels of increasing difficulty. m

Morrison & Foerster Wins Summary Judgment for AMEC

MoFo obtained a summary judgment for its client
AMEC that the employment agreements at the
center of a trade secrets dispute between AMEC
and its rival, Applied Materials Inc. (“Applied”), are
invalid and constitute unfair competition under
California law.

Applied sued AMEC in October 2007 after several
of Applied’s former employees went to work for
AMEC. The suit claims the former employees filed
patent applications in China, Japan and the U.S.
that disclosed Applied’s trade secrets to the public
and violated the employment agreements.

Under the Applied employment agreement, it was
assumed that any patent application a former
Applied employee filed within a year of leaving the

company relates to an invention they created during
their time with the company, and the application
was deemed assigned to Applied.

AMEC argued that the agreements constituted
unenforceable non-compete agreements under
California law because they restricted employee
mobility, requiring former Applied employees to

sign over inventions even if they resulted from
independent research. In his May 20 ruling, Judge
Ware sided with AMEC, finding that the agreements
were unenforceable and constituted unfair
competition under California law.

Gerald Yin, AMEC'’s chief executive officer, said
the decision marked a victory for innovators,
entrepreneurs, and all high-tech workers in California. =
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(Continued from Page 14)

Morrison & Foerster Represents Yahoo! in Sale of HotJobs

On January 5, Yahoo! announced its sale of

the assets of Yahoo! HotJobs (a leading online
recruitment website) to Monster Worldwide, Inc.
for $225 million. A team of MoFo TTG attorneys
in the San Francisco office led negotiations on
the intellectual property and commercial aspects
of the deal. The team also led negotiations on a

three-year commercial traffic agreement in which
Monster will become Yahoo!’s provider of career
and job content on the Yahoo! homepage in

the United States and Canada. The transaction
is expected to close sometime during the third

quarter of 2010, subject to regulatory review. =
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This newsletter addresses recent intellectual property updates. Because of its generality, the information provided herein may
not be applicable in all situations and should not be acted upon without specific legal advice based on particular situations. If
you wish to change an address, add a subscriber, or comment on this newsletter, please email Michael Zwerin at mzwerin@
mofo.com in Palo Alto, David Harvey at dharvey@mofo.com in Washington, D.C. or Priscilla Chen at priscillachen@mofo.com

in Greater China.
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