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Chair’s Comment

By Grace Han Stanton

Greetings Section Members! As of October 2005, the
Section’s newest Executive Committee began its term and
had its first meeting on October 19, 2005, at Perkins Coie in
Seattle, Washington.

I am happy to introduce the 2005-2006 IP Section
leadership to you. Our tireless leader, Liz Holohan,
(liz@intven.com) completed her tremendous year as Chair
of the Section. We are fortunate that she will continue as the
Section’s Past Chair. I am honored to be serving as the
Section’s Chair with the support and leadership of Chair-
elect Michael Keyes (jmkeyes@prestongates.com) and Sec-
retary-Treasurer Davina Childs (davina.childs@
t-mobile.com). Mike continues to play a key role in bridging
the Section with Eastern Washington practitioners. Mike
practices in Preston Gates Ellis’s Spokane office and still
manages to commute to Seattle for our Executive Commit-
tee monthly meetings. Davina was instrumental in orga-
nizing a joint CLE with the WSBA Business Law Section
entitled Look Before You License, which was held on Septem-
ber 20, 2005. We are fortunate to have the continuing
support of our at-large members, Maurice Pirio
(mpirio@perkinscoie.com), who supports the Section’s out-
reachactivities; Jim Baunach (jbaunach@woodcock.com), who
continues to serve as the Section’s newsletter Editor; Brian
Bodine (brianbodine@dwt.com), who co-chaired last year’s
IP Institute CLE and has now taken on a new role as the
Section’s liaison to Seattle University Law School; and
Kimton Eng (eng.kimton@dorsey.com), who continues sup-
ports Section outreach.

The Section continues to benefit from generous volun-
teers, as well. Christopher Lynch is our Eastern Washing-
ton representative. Signe Brunstad is our University of
Washington Law Schoolliaison. She serves as the Assistant
Director for both the law school’s LL.M and CASRIP
programs. Mark Lorbriecki is our website coordinate vol-
unteer. Toni Doane of the WSBA continues to provide the
Section with tremendous support and resources.

In reflecting on the Section’s goals for the 2005-2006
term, we cannot help but contemporaneously look back on

the commendable roadmap set by the Section’s immediate
Past-chair, Liz Holohan, the 2004-2005 Executive Commit-
tee, the WSBA and you, our members. A theme that we
plan to continue this year is Outreach and Contribute.

Last year, we continued our efforts to outreach to all
three law schools, IP practitioners and Section members in
Eastern Washington. We held Meet-and-Greet events at
each of the three local law schools, with the most recent
Meet-and-Greet event hosted at Gonzaga University Law
School on October 25, 2005. The event was well-attended
by law school professors, the Dean, practitioners and law
students. Atthis event, we also had the pleasure of present-
ing a $2,000 WSBA IP Section scholarship to a deserving
Gonzaga law student with an interest pursuing a legal
career in intellectual property.

One of Executive Committee’s goals was to create
opportunities to strengthen ties with Eastern Washington'’s
intellectual property bar. Through our Eastern Washing-
ton liaisons, Christopher Lynch and Michael Keyes, we
organized a well-attended joint WSBA IP Section/Gonzaga
University Law School day-long CLE. The success of the
Eastern Washington outreach efforts has the Executive
Committee looking into other similar opportunities in
other parts of Washington state for 2005-2006.

Looking ahead, we also plan to hold additional Meet-
and-Greet events at Seattle University Law School and
University of Washington Law School early next year. We
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will post information about these events on our website
and welcome any of our Section members to attend these
events. Continuing with the Section’s outreach to law
schools, the Executive Committee has recently decided to
provide financial support to each local law school who
hosts Intellectual Property-focused moot court competi-
tions.

The other exciting events coming up next year include
our annual Intellectual Property Institute, which will be
held on Friday, March 24, 2006, at the Red Lion Hotel in
downtown Seattle, Washington. This year’s co-chairs are
Michael Stein and Mark Jordan. The Executive Commit-
tee through volunteer Mark Lorbriecki continues to work
on the Section’s website redesign to bring important infor-
mation and update to the Section members. The plan is to
“go live” in 2006. The joint CLE collaboration in Eastern
Washington and the Look Before You License CLE also has
the Executive Committee looking into other joint CLE
opportunities with other WSBA sections.

These arejust several of the projects that we have in the
works, and we welcome any comments, suggestions or
ideas from our members concerning these projects or any
other matters. On behalf of your Executive Council, we
look forward to serving you, our Section’s members. Thank
you.

Grace Han Stanton is an Associate at Perkins Coie LLP and is in
her fifth year on the IP Section Executive Committee.
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Grokster and the Substantial Non-Infringing Use Test

By Charles Sipos, Perkins Coie LLP

This June the United States Supreme Court unanimously
held in MGM v. Grokster,125S.Ct. 2764, that “distribut[ing]
a device with the object of promoting its use to infringe
copyright, as shown by clear expression or other affirma-
tive steps taken to foster infringement,” constitutes con-
tributory copyright infringement. That decision, and its
implications for copyright holders and file-sharing net-
works like Grokster, has already been widely reported and
discussed in the wake of the Court’s ruling.

What is equally, if not more, intriguing are the two
concurring opinions by Justice Ginsburg and Justice Breyer.
These concurrences address the question that many people
(including the parties to the lawsuit) expected the Court to
answer directly — how much noninfringing use is “sub-
stantial” in order for a product to be protected from copy-
right infringement liability under the Supreme Court’s
prior Sony v. Universal decision. Justice Breyer argued that
the Grokster file-sharing service was capable of substantial
noninfringing use; in contrast, Justice Ginsburg argued
that Grokster was not entitled to summary judgment on
that issue, and suggested that the Grokster service prob-
ably would not qualify as capable of a substantial
noninfringing use. Although not binding, the views of
these Justices provide some insight into how courts might
treat future technologies that are capable of infringing
copyrightsbutalso have some “substantial” noninfringing
use. Here, after taking the reasoning of each concurrence in
turn, I offer some thoughts on which justice had the better
view of things based on existing copyright law and policy.

A brief review of the Sony decision helps frame the
views expressed in Justices Breyer and Ginsburg’s concur-
rences. Sony v. Universal first articulated the “substantial
noninfringing use” test as applied to copyright law. In
Sony, television and film studios sued the makers of VCRs,
claiming that the VCR contributed to copyright infringe-
ment by permitting people to tape copyrighted television
programs. While acknowledging that many VCR users
were indeed simply unlawfully copying programs, the
Court determined that the VCR was nonetheless capable of
substantial noninfringing use, because it could be used to
“time-shift” programs — taping a program at its scheduled
time to watch later. The Court relied on evidence showing
that some television producers did not object to time-
shifting and in fact supported it, and that even unautho-
rized time-shifting of copyrighted programs would be
considered fair use. The Court, however, did very little in
Sony to establish or explain how much use had to be
noninfringing to be considered “substantial.” With this
framework in place, the litigants in Grokster both made
arguments about whether the noninfringing uses of the
Grokster file-sharing service, primarily downloading non-

copyrighted files orauthorized copyrighted files, was “sub-
stantial” enough under Sony.

Justice Breyer concluded that the Grokster service
would satisfy the substantial noninfringing use standard
under Sony, relying on a two key pieces of evidence from
the record below. Justice Breyer determined that “near
10%” of the files swapped on Grokster were noninfringing,
and that this percentage was “very similar” to the 9% of
authorized time-shifting established in Sony that was con-
sidered “substantial.” Next, Justice Breyer looked to
whether potential future uses of the file-swapping service
could be noninfringing, concluding that the record sup-
ported an inference that noninfringing use would increase
as file-sharing services matured. On those facts, he con-
cluded that the Grokster service met the Sony substantial
noninfringing use standard. He buttressed this conclusion
with three policy arguments: (1) a liberal interpretation of
Sony helps foster and protect new technology; (2) a more
strict interpretation of Sony would “chill technological
development”; and (3) increased copyright protection,
through a strict reading of Sony, would not necessarily
result in any offsetting increased creative output of copy-
righted works.

In contrast, Justice Ginsburg concluded that the Ninth
Circuit erred in concluding on summary judgment that the
Grokster service was capable of a substantial noninfringing
use. She reasoned that there was insufficient evidence in
the record to make that finding. Criticizing as “anecdotal”
declarations from the defendants and recording artists
who did not object to their copyrighted material being
swapped on Grokster, Justice Ginsburg concluded that
summary judgment for Grokster on noninfringing use was
improper. Justice Ginsburg asserted that these declara-
tions demonstrating noninfringing use were nevertheless
insufficientin the face of evidence of “overwhelming use of
[the] software for infringement.” Although the plaintiffs
could only account for 75% of the files on Grokster as
infringing and 15% as likely infringing — leaving the re-
maining 10% in dispute — Justice Ginsburg was unwilling
to assume that this 10% was indeed noninfringing. She
reasoned that the Grokster case differed significantly from
Sony, because in Sony she believed the evidence showed
more clearly that there was some measurable noninfringing
use of VCRs.

In my view, Justice Breyer got it right as a matter of
copyrightlaw, and he got it right as a matter of policy, too.
ArticleI of the Constitution authorizes copyrightand gives
Congress the power to regulate copyright as necessary to
protect that “limited” right. Copyright law has been pro-
mulgated and authorized, then, as statutory law. Although

continued on next page
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GROKSTER AND THE SUBSTANTIAL NON-INFRINGING USE TEST continued from previous page

contributory and vicarious infringement are now well
entrenched aspects of copyright doctrine, they are not
statutory rights. As the Sony Court recognized, the Su-
preme Court has traditionally, and appropriately, taken a
cautious approach to expansion of copyright protection
into areas that are not explicitly authorized under statute.
There are good reasons for this. Congress is better suited —
and constitutionally directed — to weigh the competing
interests of copyright holders and innovators, and deter-
mine the rightbalance to strike between the two in order to
“Promote the progress of ...useful Arts” that the Constitu-
tion provides.

The passage of the Digital Millennium Copyright Act
(“DMCA”) is a good example of Congress’s ability to
address these competing concerns in ways that courts
cannot. During the passage of the DMCA, dozens of rights
holders and online service providers gave input to Con-
gress regarding the interests at issue if online service
providers were provided some limited immunity to sec-
ondary copyright liability. These voices helped inform
Congress on how to strike a balance between appropriate
copyright protection and encouragement of technological
innovation. Indeed, the DMCA stands as a marked ex-
ample of Congress’ willingness to recalibrate the statutory
protections offered under copyright if it is necessary. Err-
ing on the side of limited copyright protection when Con-
gress has been silent is the sounder, and legally justified,
approach. The interpretation of Sony advocated by Justice
Breyer recognizes and respects this approach by, in close
cases, choosing not to expand the scope of copyright pro-
tection to impinge on technological development where
that protection has not been sanctioned by Congress.

Justice Breyer’s application of Sony is also the better
approach from a policy perspective. Copyright protection
is meant to provide incentives for artists and authors to
produce creative works, knowing those works will be
protected. But the broader objective of copyrightis tomake
sure that society as a whole benefits from production of
more creative works. Critics of Grokster and similar file-
sharing services — including the plaintiffs — frequently
point to declining record sales as evidence of the evils
engendered by file-swapping. But even if those critics
could draw some causal line between online file sharing
and decreased record sales, that would miss the point.
Copyright protection is meant to foster creative output, not
economic output. There was no evidence put forward in
Grokster that the number of albums released, or the number
of songs written and distributed, had been on the decline.
Absent some evidence on diminished creative output, and
when faced with clear evidence that the challenged tech-
nology does foster and provide for some noninfringing
uses, the copyright policy justification is weak. At the very

least, it is not strong enough for judges to extend copyright
protections beyond their existing spheres.

In contrast, both the method and reasoning of Justice
Ginsburg’s concurrence takes anarrower view of the scope
of Sony. First, Justice Ginsburg essentially revisited find-
ings of fact made by the District Court regarding substan-
tial noninfringing use, deeming evidence that the trial
court found persuasive to be “anecdotal.” Whether or not
a noninfringing use is “substantial” is a fact-intensive
question, and the court in Sony deferred considerably to
the trial court’s determinations on that point, noting that
the appeals court in Sony had left the findings of fact
undisturbed. Justice Ginsburg nevertheless essentially re-
visited the findings of fact in Grokster on substantial
noninfringing use. Next, Justice Ginsburg focused on what
percent of the infringing files the plaintiff owned (70-75%),
instead of looking to what percentage of files were
noninfringing. Under Justice Ginsburg’s approach, a court
is improperly focused on whether or not the plaintiff can
persuasively show that many of its copyrights are being
infringed, rather than looking to the quantity and nature of
noninfringing use. Moreover, Justice Ginsburg largely ig-
nored any forward-looking assessment of whether the
technology was “capable” of noninfringing use. She gave
littleaccount to the evidence thatshowed that noninfringing
use of Grokster was on the rise and had the potential to
expand. Of course, Justice Ginsburg made no attempt to
show how her more restrictive reading of Sony might
promote the aims of copyright law, or what effect that
reading might have on technological developments. In
doing so, she largely ignored the Sony Court’s admonition
that courts should not infer authority to cast a wide net for
infringement in cases that implicate the “competing inter-
ests that are inevitably implicated by [] new technology.”

Unfortunately, neither Justice Breyer nor Justice
Ginsburg’s concurrence provides lawyers with clear law to
counsel clients developing new technologies or those who
seek to protect their portfolio of copyrights. Ironically, the
Grokster opinion probably leaves this aspect of Sony more
muddled than it was before. One thing that can be drawn
from these opinions, however, is that determining
noninfringing use under Sony eludes a simple mathemati-
cal calculus. For parties litigating these issues, it will nev-
ertheless continue to be critical to offer some quantification
of how much use is noninfringing, as both Justice Breyer
and Ginsburg recognized this as a crucial fact in their
respective opinions. Beyond that, the Supreme Court in
Grokster has once again effectively deflected the call for
guidance onjusthow much noninfringing use is enough to
protect new technology against copyright claims.
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A Summary of Key Provisions of the Patent Reform Act of 2005

By David R. Bailey and Chad E. Ziegler, Woodcock Wahsburn LLP

On June 8, 2005, Congressman Lamar Smith (R-TX) intro-
duced the Patent Reform Act of 2005 (“the 2005 Act”). The
bill, H.R. 2795, proposes various changes to the United
States patent laws. The changes, if enacted, will have
implications for both the prosecution and litigation of U.S.
patents. It is unlikely, however, that these changes will be
enacted into law this year. Rather, the proposal will likely
go through committee mark-up and be revised for further
discussion this year and into next year.

Below we review some of the major proposed changes,
and highlight the implications such changes may have for
patent owners. The proposed changes examined include:

(1) changing the United States from a “first-to-invent”
to a “first-to-file” system;

(2) changing the definition of “prior art” under § 102;
(3) instituting post-grant opposition proceedings;

(4) changing the judicial standards for a finding of
willful infringement;

(5) curtailing the defense of inequitable conduct;

(6) changing the judicial standards for the grant of an
injunction;

(7) removing the “best mode” requirement for patent-
ability;

(8) codifying elements to a reasonable royalty dam-
ages analysis;

(9) potentially limiting continuation application prac-
tice; and

(10) third-party prosecution submissions.

1. Implement a First-to-File System

Currently, the United States stands alone among de-
veloped countries by granting patents on a first-fo-invent
standard. Other countries use a first-to-file standard. The
difference is that under current U.S. law, the right to a
patent is judged not upon whether the inventor was the
first to file a patent application, but whether the inventor
was the first toinvent the claimed subject matter. Under the
present U.S. system, where two applications claim the
same invention, an interference is instituted in the Patent
Office to determine who was first to invent. The current
system imparts uncertainty and is costly for applicants.

The 2005 Act removes interferences and replaces them
with “inventor’s right contests.” The Patent Office would
no longer conduct interferences to determine who was the
first to invent the subject matter, but rather an “inventor’s
right contest” will be used to determine who can lay claim

to the earliest “effective filing date” — the date of the earliest
filed application.

The proposed change to a first-to-file system raises
policy concerns. A first-to-file system may further patent
policy by encouraging the prompt filing of applications
and disclosure of new technology (the Act calls for publi-
cation within 18 months of filing). Such a system, however,
may disadvantage sole inventors, universities, and small
companies that typically do not have the procedures in
place to quickly and effectively file applications.

2. Redefining “Prior Art” Under § 102

A change to a first-to-file system requires a change to
what is “prior art” under the patent laws. The 2005 Act
completely replaces §102 of the patent laws, which defines
the scope of prior art. The new definition of prior art is
subject matter that was “patented, described in a printed
publication, or otherwise publicly known” prior to the
effectivefiling date for the patent. The proposed legislation
retains the one-year statutory prior art bar (any subject
matter published or otherwise publicly known for more
than a year before the effective filing date is automatically
prior art) and the one-year grace period for inventors to
disclose their invention without creating prior art.

The gray area for “prior art” under the 2005 Act is the
definition for “publicly known.” The Act states that subject
matter is “publicly known” if it is “reasonably and effec-
tively accessible” through its “use, sale, or disclosure by
other means.” Subject matter is also “publicly known” if it
is “embodied or inherent” in something that is reasonably
and effectively accessible. Something is “reasonably and
effectively accessible” if one can gain access to the subject
matter or comprehend its content “without resort to undue
efforts.”

The first to file aspect of the 2005 Act significantly
expands the scope of “prior art.” Patentees can no longer
remove certain types of potential prior art by proving that
they had possession of the invention prior to the date of the
prior art (referred to as “swearing behind” potential §
102(a), (e) and (g) prior art).

The Act does, however, take out of the definition of
prior art certain subject matter disclosed only in a prior
filed application that has not published more than a year
before the effective filing date of the claimed invention.
Prior art will not include subject matter in such earlier filed
applications if the applications are commonly owned or,
for purposes of obviousness only (notnovelty), where both
the subject matter and the claimed invention were part of
a joint research agreement.

continued on next page
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The major changes by redefining prior art is that the
standard will be changed to the “publicly known” stan-
dard. The proposal does away with subject matter being
prior artby way of itbeing sold or publicly used by anyone,
even if the subject matter was not “publicly known” by its
sale or use.

3. Post-Grant Opposition Proceedings

Current U.S. law permits limited inter partes and ex
parte procedures for reexamination of a patent by the
Patent Office. The 2005 Act would establish post-grant
opposition proceedings to enable any person to oppose an
issued or reissued patent in a litigation-style proceeding
before an administrative panel.

Under the 2005 Act, opposition proceedings will be
heard by a panel of three administrative patentjudges. The
burden of proof to prove invalidity is by a preponderance
of the evidence, not clear and convincing evidence. Ap-
peals to the CAFC are allowed.

An opposition request must be filed either (1) within
nine months after the patent grant; or (2) within six months
after an opposing party receives notice of an alleged in-
fringement. If the patent owner files suit alleging infringe-
ment within these deadlines, the opposition proceeding
will be stayed if requested by the patent owner.

A request may be based on any of number of grounds
of invalidity, including the requirements for patentability
under §§ 102, 103 and 112. Moreover, a request may be
based not only on patents and printed publicationsbutalso
on declarations, expert opinions, and “other factual evi-
dence.”

After an opposition has been instituted, the patent
owner is entitled to file aresponse. The patent owneris also
entitled to narrow the claims and to request new claims.
Limited deposition discovery is permitted during the op-
position proceeding. In general, discovery is limited to
depositions of persons offering declarations and affida-
vits.

4. Willful Infringement

Currently, willful infringementis governed by Federal
Circuit precedent. Generally, willfulness may be found if
the infringer did not exercise a duty of due care after
becoming aware of the patent. The difficulty to avoid
charges of willfulness for various companies is that while
their employees may be aware of a patent, the employees
often do not think to bring it to the attention of manage-
ment. Many have also argued that the present system
discourages the use of patents to further research because
companies fear a baseless charge of willfulness brought on
by sheer awareness of the patent. Thus, it is argued that

patents are not used like other research publications to
advance technology.

The 2005 Act states statutory grounds for whatacts can
constitute willfulness. The Act provides prerequisites for a
finding of willfulness under three grounds:

1) after having received a detailed written notice of
infringement identifying the accused acts and the
asserted patent claims, the accused infringer, after
a reasonable opportunity to investigate, thereafter
conducted acts of infringement;

2) intentional copying with knowledge that the sub-
ject matter was patented; or

3) the accused infringer continues to infringe after
having been found by a court to have infringed the
patent (contempt proceedings).

In addition, the Act sets forth express limitations for a
finding of willfulness. No willful infringement can be
found if theinfringerhad aninformed good faith belief that
the patent is invalid, unenforceable or not infringed. Rea-
sonable reliance on advice of counsel establishes the in-
formed good faith belief. In addition, the Act states that the
decision not to present evidence of advice of counsel shall
not factor into the willfulness determination. Finally, a
patentee may not plead willful infringement until after a
determination that the patent in suit is valid, enforceable,
and infringed.

The 2005 Actwould reduce the fear many corporations
have with respect to willful infringement charges. Com-
monly after receiving a notice of infringement, corpora-
tions will obtain advice of counsel in the form of an opinion
letter. Under the 2005 Act, reliance upon such an opinion
would bar a finding of willfulness.

5. Inequitable Conduct

Inequitable conduct is predicated upon a finding of a
patent applicant or prosecuting attorney withholding or
misrepresenting material information from the PTO with
anintent to mislead the patent examiner. As commentators
have noted, the issue of inequitable conduct finds its way
into nearly every patent infringement suit, with a corre-
sponding cost to the litigants. The 2005 Act attempts to
address this perceived problem in three ways.

First, the Act requires a district court to refer any issue
of a violation of the duty of candor to the Patent Office if the
court determines that an issue of possible misconduct
exists. The Patent Office is directed to set up a special office
with authority toinvestigate possible violations of the duty
of candor. Violations of the duty include fines of up to
$1,000,000 for each separate act of misconduct, except that

continued on next page




Winter 2005-2006

Intellectual Property Section Newsletter 7
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conduct deemed fraudulent or “particularly egregious”
may carry fines up to $5,000,000 for each such act.

Second, rather severe limitations are placed upon the
right of an accused infringer to plead a charge of inequi-
table conduct before a district court. Under the Act, the
accused infringer must first successfully obtain ajudgment
that the patent claims are invalid before a requesting an
amendment to the pleadings to add the inequitable con-
duct charge.

Third, the 2005 Act requires a showing of actual fraud
in order to prove a charge of inequitable conduct before a
district court. In other words, the accused infringer must
demonstrate that an invalidated claim would not have
issued but for the alleged misconduct or the claim issued
on account of the alleged misconduct.

Inaway, the legislation balances the willfulness charge
of the patentee with the inequitable conduct charge of the
accused infringer. Both are taken away from a litigation
until after a finding of infringement or invalidity, respec-
tively. Thus, inanormal case, trial will proceed without the
jury hearing evidence on either willfulness or inequitable
conduct.

6. Injunctions

Currently, 35 U.S.C. § 283 permits a court to grant
injunctions in patent infringement cases “in accordance
with the principles of equity and to prevent the violation of
any right secured by patent, on such terms as the court
deems reasonable.” Courts have interpreted that statutory
language to mean that a patent owner who prevails in a
patent infringement action is generally entitled to an in-
junction absent strong countervailing public interests.

The 2005 Act seeks to limit the injunction remedy by
modifying the “equity” standard. Thus, the 2005 Actwould
add that “the court shall consider the fairness of the rem-
edy in light of all facts and the relevant interest of the
parties associated with the invention.” Moreover, the 2005
Act would require that a court should stay the injunction
pending an appeal upon an affirmative showing that the
stay “would not result in irreparable harm to the owner of
the patent that the balance of hardships form the stay does
not favor the owner of the patent.”

7. Best Mode

The 2005 Actremoves the requirement under 35 U.S.C.
§ 112 to disclose the best mode for the patented invention.
The change here will significantly affect patent prosecu-
tion. Many applicants will welcome not having to disclose
their best mode to their competitors. Currently, applicants
often make a hard choice between patent or trade secret
protection because choosing patent protection can require
disclosure of trade secrets.

8. Damages Limits

The 2005 Act codifies the common-law principle that
in the case of an infringing combination product, the
damages analysis should include such factors as the por-
tion of the product’s value that is attributable to the pat-
ented invention as distinguished from other valuable
features of the product (including benefits from the manu-
facturing process and the business risks in bringing the
product to market). This change reflects the sentiment that
far too often, patent awards are not based on the value of
the invention, but rather based on the overall value of the
product with its other beneficial, but not patented, fea-
tures.

9. Continuation Applications

The 2005 Act states that the “Director may by regula-
tion limit the circumstances under which an applicant ...
may be entitled” to file continuation applications. Thus,
the Act provides for the ability of the Patent Office to
regulate continuation practice to curb “submarine patent”
practice. However, in view of the new 20-year term for
patents from the effective filing date, this aspect may prove
to be unnecessary.

10. Third-Party Prosecution Submissions

The 2005 Act would allow any person to submit for
consideration and inclusion in the record of a patent appli-
cation, any patent, published patent application, or any
other publication of potential relevance for consideration
during examination of the application.
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Trademark Clearance, Use and Registration Considerations
for Geographical Designations

By Shannon M. Jost, Stokes Lawrence, P.S.

Trademark practitioners have long been aware of the
various hurdles that must be overcome to obtain U.S.
federal registration of marks that include a geographical
designation.! With recent developments and the continu-
ing convergence of U.S. and international trademark laws,
clearance, enforcement and registration of geographical
designations is becoming more complicated.

First, a skills test: With your hands firmly positioned
away from your computer mouse, identify which of the
following marks were granted registration by the USPTO
and which were refused or cancelled. (1) HOLLYWOQOD
(for fast foods and restaurants); (2) TOSCANA (furniture);
(3) PARIS BEACH CLUB (clothing); (4) US WEAR (cloth-
ing); (5) COLORADO STEAKS (restaurants and food prod-
ucts); (6) ZHIGULY (beer); (7) CALIFORNIA
INNOVATIONS (miscellaneous bags and organizers). (For
those of you who cannot wait, answers are at the end of this
article.)

Next, the legal primer:

U.S. Trademark laws:

Marks that are primarily geographically descriptive:
Under §§ 2(e) and 2(f) of the Lanham Act, 15 U.S.C.§1052,
a mark that is primarily geographically descriptive (but
not deceptive) may be registered if (1) it has become
distinctive to consumers of the applicant’s goods in com-
merce, or (2) it falls within the collective and certification
marks provisions of Lanham Act § 4. A mark that includes
a geographic designation that is not construed by consum-
ers primarily as a geographic indication of source may be
registered without proof of secondary meaning, so long as
the mark is not geographically misdescriptive and would
not deceive consumers.

Geographically deceptively misdescriptive marks:
Under §§ 2(a) and 2(e)(3) of the Lanham Act, 15 U.S.C. §§
1052, the PTO must deny registration of a mark if: 1) the
primary significance of the mark is a generally known
geographic location; 2) consumers are likely to believe the
place identified by the mark indicates the origin of the
goods bearing the mark, when in fact the goods do not
come from that place; and 3) the misrepresentation was a
material factor in the consumer’s decision.

Trademark laws of other countries and principal
international treaty considerations:

The application of other countries’ trademark laws
and/or the provisions of international treaties such as the
North American Free Trade Agreement (NAFTA) or the

TRIPS Agreement of GATT also impact the registrability
and enforcement of a given mark.

For example, the NAFTA prohibits U.S. registration of
a geographically misdescriptive mark unless it attained
secondary meaning prior to the effective date of before
December 8, 1993, the date that the NAFTA-mandated
amendments were enacted.” This is true even if the trade-
mark applicant can show secondary meaning by a later
date or admits descriptiveness by moving the application
to the Supplemental Register.

The TRIPS Agreement also governs member states’
protection and enforcement of geographical indicators. In
a well-publicized and quite politicized March 2005 Panel
decision, the World Trade Organization (“WTO”) ad-
dressed a long-standing dispute regarding the interplay
between geographical indications and trademarks, includ-
ing previously registered trademarks, that incorporate
those designations. The trademark issue at the root of the
dispute was whether a later-named geographical indica-
tion could trump the “exclusivity” of a previously regis-
tered trademark. EU Counsel Regulation No. 2081/92 in
effect required a mandatory coexistence, irrespective of
whether there was a likelihood of confusion, between a
prior mark and a later-designated geographical indication.
The United States and Australia challenged the EU Regu-
lation on grounds that it violated Article 16.1 of the TRIPS
Agreement of the GATT, which governs priority, exclusiv-
ity and territoriality and, at least as to the United States,
because in application the EU Regulation discriminated
against U.S. geographical indicators and failed to protect
U.S. trademarks because of differences between the EU
and U.S. national systems of protection for geographical
indicators.

The Panel decision was claimed as a victory for both
sides, finding (1) that Article 16.1 requires that at least on
a territorial basis, a prior trademark can block a later,
confusingly similar geographic indication, but (2) that
Article 17 of the TRIPS Agreement, which allows a member
state to provide on a national basis for an exception to the
provisions of Article 16.1, permits a state to allow the
coexistence of a prior trademark and a later geographical
indication so long as consumer confusion is not likely. The
Panel also determined (3) that the EU Regulation could
only protect geographical indicators as registered, and not
translations of those geographical indicators. The effect of
the third part of the ruling appears to be thata United States
company holding EU trademark rights to a mark of which
atranslationislaternamed a geographical indicator would

continued on next page
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be able to block use of the translation of the geographical
indicatorif it were confusingly similar to the U.S. company’s
trademark.

At present, Article 23 of the TRIPS Agreement gives
added teeth to nations seeking to protect their national
geographical indications and to prevent use of a geo-
graphical indication for wines or spirits not originating in
the place indicated by the geographical indication, even
where the actual place of origin of the goods is clearly
marked on the product and no confusion is likely. The next
showdown on theinternational front concerning geographi-
cal indications is likely to involve efforts, led again by the
EU, to extend that special protection to products other than
wines and spirits.

Other sources of regulation of geographically
descriptive marks:

Depending on the products or services at issue, addi-
tional regulations may also apply. For instance, a company
wishing to use an American geographical place name on
wine must comply not only with the Lanham Act but also
with the regulations of the Alcohol and Firearms Tax and
Trade Bureau (TTB, formerly the BATF) pursuant to the
Federal Alcohol Administration Act. The TTB prohibits
use of the name of any federally recognized viticultural
area unless at least 85% of the grapes were grown in that
area, and prohibits use of an “appellation of origin” (ex-
amples include a country, U.S. state or foreign equivalent,
or U.S. county) unless at least 75% of the volume of the
wine is derived from grapes (or other agricultural com-
modity) grown in the labeled appellation of origin.

Putting it into practice:

So how might the various U.S. and international laws
and regulations play out? Let’s take for example the mark
“Short Hills” proposed for use in connection with wines in
International Class 33.

Is the designation “Short Hills” geographically de-
scriptive? Readers from the East Coast may recognize
“Short Hills” as a portion of Millburn Township, New
Jersey, known for its high-end shopping and sprawling
estates. Regardless of their location, few would instinc-
tively understand the phrase “Short Hills” to designate
Short Hills, New Jersey, as the geographic origin of wine
products. But Virginia — which happens to be the home of
around 75 wineries — has a “Short Hill Mountain.” It may
be conceivable (particularly to a PTO examiner who grew
up in Virginia) that some consumers familiar with Virginia
geography and conscious of its burgeoning wine industry
would perceive a connection between the “Short Hill”
designation and Short Hill Mountain. However, here the

applicant would seem to have a fairly strong argument that
consumers would not perceive the term “Short Hills” as
primarily a geographic indicator.

If the mark is deemed to be primarily geographically
descriptive, has secondary meaning of the term “Short
Hill” as a geographic descriptor “penetrated” the relevant
market? Unless the applicant has already commenced
substantial use and advertising of the term “Short Hill” in
connection with a wine product, it seems unlikely that the
applicant could successfully argue that the designation
had acquired distinctiveness.

Do consumers care whether the productactually comes
from the designated geographic area? The applicant may
argue the goods-place association is not material and that
customers would not make the association and would not
be deceived. The PTOwould likely argue that the ordinary
consumer cares about the location from which wine goods
originate, and thus the geographical designation may
change the buying decision. See, e.g., In re California Innova-
tions, Inc, 329 F. 3d 1334 (Fed. Cir. 2003), reh’g denied (Aug.
2003). Here, though, if consumers are not likely to perceive
the term “Short Hills” as referring to any specific geo-
graphic area, it seems likely that the PTO would have a
difficult time establishing that consumer deceptionislikely.

Is confusion likely vis-a-vis any previously used or
registered mark or registered geographical indication?
Maybe. There is no recognized U.S. viticultural area that
includes the name “Short Hill,” nor does a Google search
immediately reveal any wineries that are using the term. A
quick search of the PTO online database does not reveal
any pending or registered marks for “Short Hill” or close
variations in connection with wines. But at least one win-
ery, the Windham Winery, of Loudon County, Virginia,
describes itself as standing “in the lee of Short Hill Moun-
tain.” Moreover, a search of the TTB registry of label
approvals (https://www.ttbonline.gov/colasonline/
publicSearchColasBasic.do) reveals several entries for wines
using variations on the “Short Hill” designations (includ-
ing from Virginia’s Windham and also from a California
source), and even a “Short Hills Summer Ale” used by a
New Jersey entity. A full search of the term, including state
trademark registries and common-law uses, may reveal
additional uses.

If the applicant is considering using the designation
outside the United States, additional inquiry may be war-
ranted. For instance, a search of the relevant country trade-
mark registries for identical or confusingly similar marks,
in English or as translated. It can be more difficult to review
existing registered geographical indicators, but the For-
eign Agricultural Service U.S. Mission to the European

continued on next page
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Union maintains a list of registered geographical designa-
tion and geographical indications on a country and prod-
uct basis (http://www.useu.be/agri/GIL.html).

Mark selection guidelines:

What does all this mean for clients seeking to select
marks that may be registered not just in the United States
but also in selected foreign countries? Clients should be
encouraged to provide a list of possible marks for initial
screening in the United States and in any other relevant
country aswell as, for alcohol products, in the TTBregistry.
Based on the client’s prioritization, those marks that ap-
pear tobe clear after the initial screening should be searched
based on a full examination of U.S. federal, state and
common law uses, including the Internet. Finally, the client
should select from those marks cleared for use in the
United States the priorities for clearance in the countries
deemed to be of primary importance for future distribu-
tion of the client’s product or services, and clearance in
association with any related goods that would be impor-
tant to the client’s marketing efforts.

Quiz Results:

Refused: TOSCANA (geographically deceptively mis-
descriptivebecause goods did not originate from Tuscany);
COLORADO STEAKHOUSE (geographically deceptively
misdescriptive); ZHIGULY (geographically deceptively
misdescriptive of the town Zhiguli in the Samara region of
Russia, when used for beer imported from Lithuania).

Allowed: HOLLYWOOD (no disclaimer required; not
likely to be perceived as a geographic designation); PARIS
BEACH CLUB (viewed as arbitrary, not likely to be per-
ceived as primarily a geographic designation; US WEAR
(allowed notwithstanding that applicant’s clothing was
manufactured in Canada; Board found was likely to be
perceived as geographic designation, was geographically
misdescriptive, but that examiner failed to establish was
material to consumers’ purchasing decisions, hence the
“deceptive” prong was not met); CALIFORNIAINNOVA-
TIONS (allowed after appeal and remand by the Federal
Circuit with instructions for the PTO to assess whether
consumers were likely to make a goods-place association
between the mark and applicant’s products, and to apply
the materiality test in assessing whether deception was
likely).

1 A”geographicdesignation” or “geographical indication” (“GI”) is an indication
which identifies a good as originating in a specific geographic territory, region
orlocality, where a given quality, reputation, or other characteristic of the good
is essentially attributable to its geographic origin. See Article 22, World Trade
Organization TRIPS Agreement (Agreement on Trade-Related Aspects of Intel-
lectual Property Rights). Examples of terms recognized as GI's are Roquefort
cheese, Vidalia onions, Idaho potatoes, and Washington apples.

2 Article 1712 of NAFTA provides: 1. Each party [United States, Mexico, Canada]
shall provide, in respect of geographical indications, the legal means for inter-
ested persons to prevent:

(a) the use of any means in the designation or presentation of a good that
indicates or suggests that the good in question originates in a territory,
region or locality other than the true place of origin, in a manner that
misleads the public as to the geographical origin of the good ...” See
NAFTA, Dec. 17,1992, art. 1712, 32 1.L.M. 605, 698.

CLE CrepiTts FOR PRo BoNO WORK?

legal services provider.

LimiTED LiceENSE TO PRACTICE WITH NO MCLE REQUIREMENTS?

Yes, it’s possible!
Regulation 103(g) of the Washington State Board of Continuing Legal Education allows WSBA members to earn

up tosix (6) hours of credit annually for providing probono direct representation under the auspices of a qualified

APR 8(e) creates a limited license status of Emeritus for attorneys otherwise retired from the practice of law, to
practice pro bono legal services through a qualified legal services organization.

For furtherinformation contact Sharlene Steele, WSBA Access to Justice Liaison, at 206-727-8262 or sharlene@uwsba.org.
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INFORMATION
FOR YOUR CLIENTS

Did you know that easy-to-understand pamphlets
on a wide variety of legal topics are available from
the WSBA? For a very low cost, you can provide your
clients with helpful information. Pamphlets cover a
wide range of topics:

Alternatives to Court

Bankruptcy

Communicating with Your Lawyer
Consulting a Lawyer

Criminal Law

Dissolution of Marriage (Divorce)
Elder Law

Landlord /Tenant

Lawyers” Fund for Client Protection
Legal Fees

Marriage

The Parenting Act

Probate

Real Estate

Revocable Living Trust

Signing Documents

Trusts

Wills

Each topicissold separately. Pamphlets are $9 for 25,
$15 for 50, $20 for 75, and $25 for 100. Pricing for
larger quantities is available on request.

To place your order or for more information, please
contact the WSBA Service Center at 800-945-WSBA
or 206-443-WSBA. Sales tax is applicable to all in-
state orders.
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Service Center...
at your service!

800-945-WSBA or 206-443-WSBA
questions@uwsba.org

We're here to serve you! The mission of the WSBA
Service Center is to respond promptly to questions
and requests for information from our members
and the public.

Call us Monday through Friday, from 8:00 a.m. to
5:00 p.m., or e-mail us at questions@wsba.org.

Assistance is only a phone call or an e-mail away.

Speak Out!

Wanted: Lawyers to volunteer to speak
to schools and community groups on a
variety of topics. For more information
about the WSBA speakers bureau con-
tact Dené Canter at 206-727-8213 or
denec@uwsba.org.
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