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PATENT

Attorneys reflect on Supreme Court debate
over when a ‘sale’ bars a patent
By Patrick H.J. Hughes

The U.S. Supreme Court grilled drugmakers on both sides of a debate over the
Patent Act’s on-sale bar, which blocks the issuance of a patent, and attorneys have
offered predictions based on the justices’ reaction to the Dec. 4 oral argument.
Helsinn Healthcare SA v. Teva Pharmaceuticals
USA Inc. et al., No. 17-1229, oral argument held,
2018 WL 6329869 (U.S. Dec. 4, 2018).
Swiss pharmaceutical company Helsinn
Healthcare SA defended its certiorari petition,
arguing that a confidential deal with a drug
distributor failed to qualify as a “public sale” that
would otherwise trigger the bar.
Technology that was “on sale” more than one
year before the inventor filed a patent application
can invalidate a patent after issuance because
the sale is considered prior art under the on-sale
bar doctrine, according to U.S. patent law.
The U.S. government also argued for Helsinn’s
case, saying ordinary people would interpret the
language of the Patent Act, as amended through
the 2011 Leahy-Smith America Invents Act, or
AIA, to say private agreements are not putting
the technology “on sale.”
CONTINUED ON PAGE 14
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EXPERT ANALYSIS

Singing the same claim construction tune:
PTO adopts federal courts’ standard
Bracewell LLP’s Brad Y. Chin, Kevin R. Tamm and R. Nick Buchmuller reflect on
why the Patent and Trademark Office recently changed the standard for construing
patent claims and how the change impacts the patent system.
SEE PAGE 3
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EXPERT ANALYSIS

Singing the same claim construction tune:
PTO adopts federal courts’ standard
By Brad Y. Chin, Esq., Kevin R. Tamm, Esq., and R. Nick Buchmuller, Esq.
Bracewell LLP

On Oct. 11, the U.S. Patent and Trademark
Office published notice of a final rule
change adopting the claim construction
standard applied by federal courts for use
by the Patent Trial and Appeal Board in
proceedings created by the Leahy-Smith
America Invents Act.
Under the new rule, the PTAB will no
longer interpret claims under the broadest
reasonable interpretation, or BRI, standard.
Instead, it will construe claims more
narrowly according to the standard adopted
by the U.S. Court of Appeals for the
Federal Circuit in Phillips v. AWH Corp., 415
F.3d 1303 (Fed. Cir. 2005), and its progeny.
While
introducing
some
near-term
uncertainty, ultimately the rule change likely
will result in more consistent proceedings
between the federal courts and the PTO —
and relief to patent owners.

DETAILS
The PTO will revise 37 C.F.R. pt. 42 to provide
that claims in inter partes review, postgrant review and covered business method
proceedings “shall be construed using the
same claim construction standard that
would be used to construe the claim in a civil
action under 35 U.S.C.A. § 282(b).”1

The final rule replaces the BRI standard
with the claim construction standard used
in federal courts and International Trade
Commission proceedings.
Operating under the Phillips standard, the
PTAB will consider the claim language itself,
the specification and prosecution history
pertaining to the patent, and relevant
extrinsic evidence.

The decision to implement
the BRI standard drew
criticism from many.
However, patent examiners will continue
to apply the BRI standard during original
patent prosecution and re-examination
proceedings.
The final rule change took effect on Nov. 13,
and it applies to proceedings with petitions
filed on or after that date.
The PTAB will apply the new Phillips standard
to construe patent claims and proposed
substitute claims in AIA proceedings in which
trial has not yet been instituted before the
effective date.
The BRI standard will continue to govern
petitions filed before Nov. 13.

The PTO will now also consider any claim
construction determination from a prior civil
action, or a proceeding before the ITC, that
is timely filed in the record of an IPR, PGR or
CBM proceeding.
The rule requires the PTAB to consider
a district court’s prior construction only
if it is “timely made of record,” and the
administrative law judges at the PTAB are
not required to adopt the claim construction
of a federal court.
Regarding the timeliness of a submission,
the PTO provided in its commentary that
“parties should submit the prior claim
construction determination by a federal
court or the ITC in an AIA proceeding as soon
as that determination becomes available.
Preferably, a prior claim construction
determination should be submitted with the
petition, preliminary response, or response,
with explanations.”
Existing rules that govern supplemental
information submission during proceedings
before the PTAB will govern the timing and
procedures for submitting federal court claim
construction decisions.

HOW WE GOT HERE
Congress, by enacting the America
Invents Act, authorized the PTO to adopt
regulations “establishing and governing” AIA
proceedings before the PTAB.2
The PTO adopted the BRI standard when it
established those proceedings.

Brad Y. Chin (L) is a partner at Bracewell LLP in Houston, where he chairs the firm’s intellectual
property practice group. He is a registered patent attorney who counsels and represents clients in the
energy and high-tech industries. He can be reached at brad.chin@bracewell.com. Kevin R. Tamm (C)
is an associate at the firm’s Houston office. His practice focuses on transactional IP issues for large
and midsize companies. He can be reached at kevin.tamm@bracewell.com. R. Nick Buchmuller (R)
is also an associate at the firm’s Houston office. He represents U.S. and international clients in
transactional IP matters. He can be reached at nick.buchmuller@bracewell.com.
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The PTO reasoned that the BRI standard
was appropriate because, under the AIA, a
patent owner is able to amend the challenged
claims to avoid prior art — a distinguishing
characteristic between patent office
proceedings and district court proceedings.3
The decision to implement the BRI standard
drew criticism from many, and it was
challenged shortly after the PTAB issued its
first decisions under the program.
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Ultimately, the U.S. Supreme Court
considered whether PTO’s decision to adopt
the BRI standard was appropriate in Cuozzo
Speed Technologies LLC v. Lee, 136 S. Ct. 2131
(2016).
In Cuozzo, the PTO reasserted its position that
the BRI standard was appropriate because a
patent owner can amend challenged claims
in AIA proceedings to avoid prior art.
The Supreme Court deferred to the PTO,
holding that Congress granted the agency
authority to make substantive rules adopting
a claim construction standard in AIA
proceedings.

have avoided invalidation in a federal district
court.
However, the PTO describes the Phillips and
BRI standards as similar, and it explains that
“there have been very few decisions in which
courts have attributed a variance in claim
interpretation to the differences between the
two standards.”5
In fact, some believe that the BRI and Phillips
standards have essentially converged.6
But the change does appear to limit the
possibility of a patent challenger obtaining
a narrow claim construction from the

The ability to amend claims in AIA trials
to avoid prior art, and have those amended claims
accepted by the PTAB, proved to be rare.
However,
many
practitioners
and
stakeholders called into question the
reasoning provided by the PTO for adopting
the BRI standard, because the ability to
amend claims in AIA trials to avoid prior art,
and have those amended claims accepted by
the PTAB, proved to be rare.
A recent PTAB study indicates that out of all
cases where a motion to amend was filed,
only 18 out of 189 motions to amend were
granted or granted in part.4
Though not specifically cited as a reason
for the change to the Phillips standard, the
lack of claim amendments, both filed and
accepted, in AIA trials likely drove the PTO to
make the change to the Phillips standard.
In addition to problems with amending
claims in AIA proceedings, the PTO indicated
that there was some merit to the concerns
of stakeholders regarding the unfairness
of applying different claim construction
standards in AIA and district court
proceedings.
Specifically, the PTO cited several studies that
suggested the different claim construction
standards resulted in a second bite at the
apple for petitioners, decreased confidence
in patent rights and proved to be a waste of
parties’ and judicial resources.

WHAT TO EXPECT
In some cases, the rule change likely will help
patent owners avoid claim invalidation by
the PTAB, particularly where similar claims
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district court for the purpose of infringement
analysis, and a significantly broader claim
construction before the PTAB for the purpose
of claim invalidation.
Because the PTAB will consider claim
construction decisions in prior district court
proceedings, both patent owners and
challengers should expect to make more
consistent arguments with regard to claim
construction in the different fora.

There is some uncertainty regarding whether
the claim construction of a PTAB proceeding
will have a preclusive effect in subsequent
district court proceedings.
The Supreme Court held in B&B Hardware
Inc. v. Hargis Industries Inc., 135 S. Ct. 1293
(2015), that issue preclusion may apply to
a determination by an agency when the
ordinary elements of issue preclusion are
met.
And while the Federal Circuit previously
held in Skyhawke Technologies LLC v. Deca
International Corp., 828 F.3d 1373 (Fed.
Cir. 2016), that issue preclusion is unlikely
to apply to the PTAB’s claim construction,
it did so in part because claims in PTAB
proceedings had been construed under a
different standard than the standard applied
in district court proceedings, and therefore
had not been actually litigated.
Now that claims will be construed uniformly
across the PTAB and district courts, there
may be new breath in the argument that
issue preclusion should apply to the PTAB’s
claim construction decisions.
Logistically, the final rule change likely will
allow patent owners and challengers to
leverage legal work performed developing
claim construction arguments for district
court proceedings in PTAB proceedings.

For example, consistent arguments are
particularly important in light of the Federal
Circuit’s recent ruling in Maxlinear Inc. v.
CF CRESPE LLC, 880 F.3d 1373 (Fed. Cir.
2018), where a panel decided that issue
preclusion should generally extend to all
related claims sharing identical issues of
patentability with the invalidated claims of
an administrative decision.7

Given that an estimated 86.8 percent of
patents in AIA proceeding have also been

Following Maxlinear, the Federal Circuit
applied collateral estoppel based on the
claim construction of related claims from a
separate IPR proceeding, and noted that not
just identical claims are subject to collateral
estoppel — “[r]ather it is the identity of the
issues that were litigated that determines
whether collateral estoppel should apply.”8

the subject of litigation in federal courts,
the new rule should benefit parties funding
simultaneous proceedings in one or more
district courts and the PTAB.9

Because claim construction of the claims in
related, but distinct, patents may be used in
separate proceedings, patent owners should
carefully consider their arguments and
adopt a strategy in district court and PTAB
proceedings that considers the broader
patent family.

INTELLECTUAL PROPERTY

The rule change likely
will help patent owners
avoid claim invalidation
by the PTAB.

Federal court challenges to the rule change
appear to be likely, especially for patents
invalidated under the BRI standard between
the passage of the AIA and the effective
date of the new rule.
In addition, many questions remain, such as
whether high institution rates at the PTAB
for challenger petitions will decrease under
the narrower Phillips standard.
The developing interplay and comity granted
between the PTAB and district courts will
also be of interest to parties, particularly with
© 2018 Thomson Reuters

respect to granted stays in district courts
pending the outcome of an AIA proceeding
and the effectiveness of collateral estoppel.
Practitioners and stakeholders should also
be on the lookout for more rule changes
coming from the PTO and PTAB, as Director
Andrei Iancu has shown a willingness to
move swiftly to address lingering issues that
have arisen since the implementation of the
AIA.
For many years, the common terminology
and discussions in patent literature and
conferences included “patent quality,”
“patent trolls” and “bad patents.” Under
Iancu, the discussion has shifted back to
innovation, consistency, efficiency and
foreseeable rights for stakeholders.
While only certain issues can be addressed
by an administrative agency through
rulemaking, the current leadership at the
PTO and PTAB seem willing to tackle many
perceived problems head-on in this manner,

even in light of potential court challenges
ahead. WJ
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Edwards owes Boston Scientific $35 million
in heart valve patent case, jury says
(Reuters) – A federal jury in Delaware has ordered medical device maker Edwards Lifesciences Corp. to pay $35 million
after finding a heart valve replacement system it makes infringes a patent held by rival Boston Scientific Corp.
Boston Scientific Corp. v. Edwards
Lifesciences Corp., No. 16-cv-275, verdict
returned (D. Del. Dec. 11, 2018).
Jurors in federal court in Wilmington on
Dec. 11 found Edwards Lifesciences’ Sapien 3
aortic valve infringed a single patent
Boston Scientific held. The jury rejected its
counterclaims that Boston Scientific’s heart
valves infringed its patents.
The verdict followed a two-week trial and
came in a lawsuit that Boston Scientific filed
in 2016. The case is one of a number of patent
disputes involving heart valve replacement
systems between the two companies in the
United States and in Europe.
Marlborough, Massachusetts-based Boston
Scientific in a statement welcomed the jury’s
finding that Edwards’ Sapien 3 infringed its
patent.

© 2018 Thomson Reuters

“We continue to be encouraged by the
sustained record of positive legal rulings,
first in European courts and now in the U.S.,
which upholds our company’s intellectual
property,” Desiree Ralls-Morrison, Boston
Scientific’s general counsel, said in a
statement.
Irvine, California-based Edwards in a
statement noted the jury found its own
patents for transcatheter heart valves
were valid, even though it did not find that
Boston Scientific’s Lotus aortic valve system
infringed them. It said it plans to appeal.
Boston Scientific’s 2016 lawsuit targeted
the Sapien 3, which the U.S. Food and Drug
Administration approved in 2015 and was
at the time the newest in Edwards’ line of
transcatheter valves.
It is used in a relatively new procedure called
transcatheter aortic valve replacement, or
TAVR, in which the original heart valve is not

surgically removed. Instead, the replacement
valve is pushed into its place through a
catheter.
Boston Scientific alleged that the Sapien 3
infringed a patent it obtained in 2015
describing an artificial heart valve.
Transcatheter valve products accounted for
$481.2 million in net sales for Edwards in
2017, more than any other class of product
the company sells, according to its most
recent financial report.
Edwards denied infringing Boston Scientific’s
patent and filed counterclaims against the
company targeting its Lotus valve system,
which is not currently on the market in the
United States but had been in Europe up
until a recent recall.
Edwards alleged that Boston Scientific’s
product infringed three patents it held. WJ
(Reporting by Nate Raymond)
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VirnetX waived argument against retroactive patent reviews,
Federal Circuit says
(Reuters) – A federal appeals court on Dec. 10 refused to use a patent dispute between VirnetX and Apple to determine
whether retroactive application of the review process created by the America Invents Act of 2012 is constitutional.
VirnetX Inc. v. Apple Inc., Nos. 2017-2490
and 2017-2494, 2018 WL 6441123 (Fed. Cir.
Dec. 10, 2018).
A unanimous three-judge panel of the U.S.
Court of Appeals for the Federal Circuit said
that Nevada-based VirnetX had waived the
constitutional claim by raising it too late
in the appeal and by limiting its argument
to one paragraph in its opening brief last
December.
A “very generous reading” of that paragraph
would be that VirnetX had argued that the
administrative inter partes review process
violates the right to a jury trial — a position
the U.S. Supreme Court rejected a few
months later in an unrelated case.
It “in no way provides any arguments
specifically preserving the retroactivity issue,”
Circuit Judge Kathleen O’Malley wrote for
the court. She was joined by Circuit Judges
Pauline Newman and Raymond Chen.
Attorneys for VirnetX and Apple did not
immediately respond to requests for
comment Dec. 10.
The patent involved in this litigation
described a system for creating a secure VPN
connection, which VirnetX accused Apple of
infringing with its iPhone 5, iPhone Touch
and other devices.
VirnetX had obtained the patent in 2013,
but its effective date was determined by its
patent application in 2011 — a year before
Congress passed the America Invents Act.
When the patent was issued, VirnetX and
Apple were engaged in litigation over four
earlier but related patents governing VPN
technology and other iPhone and iPad
features. (That lawsuit resulted this year in
a $502 million verdict for VirnetX, which is
currently on appeal. VirnetX Inc. v. Apple Inc.,
No. 12-cv-855, verdict returned, 2016 WL
9382997 (E.D. Tex. Feb. 3, 2016).)
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Apple sought inter partes review of the
asserted patents, and succeeded in
invalidating many of their claims. The appeal
decided Dec. 10 involved only the 2013
patent.
VirnetX’s appellate brief, filed in December
2017, focused on the ruling that invalidated
its 2013 patent as obvious in light of
a combination of prior inventions and
publications. The Federal Circuit affirmed
that conclusion in March in a separate case,
VirnetX Inc. v. Apple Inc., 715 F. App’x 1024
(Fed. Cir. 2018), and Apple argued that the
March ruling also resolved the appeal in this
action.
In July VirnetX responded that the court still
needed to resolve its separate constitutional
challenge to retroactive application of the
inter partes review process. As support
for that argument, it referred to the final
paragraph of its December brief, in which it
simply stated that the America Invents Act
was unconstitutional for reasons the U.S.

INTELLECTUAL PROPERTY

Supreme Court was considering in a pending
case, Oil States Energy Services v. Greene’s
Energy Group.
However, the challenge in the Oil States
case was based solely on the right to a jury
trial. In April, the Supreme Court upheld
the America Invents Act, but expressly left
open questions not raised by the parties —
including whether retroactive application of
the law was constitutional. Oil States Energy
Servs. LLC v. Greene’s Energy Grp. LLC, 138 S.
Ct. 1365 (2018).
VirnetX had never raised retroactivity prior to
its July letter, and “never sought to provide
supplemental briefing or to otherwise
develop this argument,” Judge O’Malley
wrote. “All of this suggests that VirnetX’s
insistence is likely less than sincere.” WJ
(Reporting by Barbara Grzincic)
Related Filings:
Opinion: 2018 WL 6441123

© 2018 Thomson Reuters
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L.A. rapper says ‘Fortnite’ video game infringes his dance moves
By Patrick H.J. Hughes

The video game “Fortnite Battle Royale” allows players to not only fight each other, but also customize their avatars to
move in a way that a Los Angeles-based rapper says infringes a distinctive dance he created.
Ferguson v. Epic Games Inc. et al.,
No. 18-cv-10110, complaint filed, 2018 WL
6427714 (C.D. Cal. Dec. 5, 2018).
Rapper 2 Milly, whose real name is Terrence
Ferguson, filed a copyright infringement
suit in the U.S. District Court in the Central
District of California on Dec. 5, claiming
Epic Games Inc. acted “fraudulently,
willfully and with malice” when it copied his
“Milly Rock” dance.
In addition to the North Carolina-based video
game company, the suit names numerous
John Doe defendants for their part in
developing the “Fortnite” game.

MILLY ROCK
Ferguson choreographed his moves to
accompany his rap tune, also called Milly
Rock, which ushered in his “highly popular
dance craze” in 2014, the complaint says.
He performs the dance with his song on
various social media platforms and on
YouTube, where it has garnered 18 million
views, the suit says.

the Milly Rock dance, and for violating
Ferguson’s right of publicity by using his
likeness for the allegedly infringing avatars.

FORTNITE
Epic released its “Fortnite” online game
in July 2017 as a follow-up to its successful
“Gears of War” games, according to the
complaint.
The suit says the game has gained popularity
quickly, calling it “the most popular game
ever.”
“Fortnite” comes in different formats. Its
“Battle Royale” version allows up to 100
players to fight each other, according to the
game directions found on Epic’s website.
“Fortnite Battle Royale” is free to play, but
certain extras cost virtual money, which can
be earned from playing or can be bought
online with real money, the site says. Making
avatars dance is one of these extras.
The defendants programmed the Milly Rock
dance into the game for direct monetary

gain and to incentivize current players to
continue playing the game, according to the
suit.
Ferguson says he did not authorize the
defendants to offer the Milly Rock dance as
one of the game’s options, but that having
the dance in the game gives the false
impression that he has endorsed the game
and is actively inducing players to perform
the dance.
Ferguson seeks an order restraining the
defendants from using his dance and
his likeness in the game. He also seeks
damages, including punitive damages for
the defendants’ willful infringement, and
costs. WJ
Attorneys:
Plaintiff: John M. Pierce, Carolynn Beck and
Daniel Dubin, Pierce Bainbridge Beck Price &
Hecht, Los Angeles, CA
Related Filings:
Complaint: 2018 WL 6427714
See Document Section B (P. 35) for the
complaint.

Ferguson’s dance is one of many that the
defendants have copied, according to the
suit. Korean pop star Psy’s “Gangnam Style”
and Snoop Dogg’s “Drop It Like It’s Hot”
are examples of dances Epic impermissibly
copied for the game, the complaint says.
The video game does not use the names
of the original dances, the suit says. For
instance, the Milly Rock dance is called
“Swipe It” in the game.
Nevertheless,
the
choreography
is
copyrighted and has been directly infringed
by the defendants, the suit says. Ferguson
says he filed an application with the U.S.
Copyright Office in February but has yet to
receive a registration certificate.
The suit says the defendants are also liable
for contributory copyright infringement, for
enabling and encouraging players to perform
REUTERS/Mike Blake

© 2018 Thomson Reuters
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‘Krampus’ movie infringes Christmas story
parody, copyright suit says
By Patrick H.J. Hughes
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“Krampus,” a Christmas-themed horror movie Universal Studios released in
2015, infringes a Canadian author’s work parodying the 1800s poem known
commonly as “Twas the Night before Christmas,” according to a copyright suit
filed in Delaware federal court.
Purohit v. Legend Pictures LLC et al.,
No. 18-cv-1907, complaint filed, 2018 WL
6288203 (D. Del. Nov. 30, 2018).
Author Kaylan Purohit, of Ontario, filed his
complaint in the U.S. District Court for the
District of Delaware, accusing Universal and
related film companies of infringing his book
“The Krampus Night Before Christmas.”
The author admits his work is a parody that
“draws some inspiration from the public
domain,” where the 1823 poem has been
freely available for many years for anyone to
copy.
Purohit even goes by
“Clement Gore,” itself a
Clement Clarke Moore,
original poem under the
St. Nicholas.”

the pseudonym
parody of author
who wrote the
title “A Visit from

Nevertheless, Purohit says his illustrated
poem is about the “original Krampus,” a work
he registered with the Canadian Copyright
Office in 2012 and the U.S. Copyright Office
in 2017.

ACCORDING TO FOLKLORE
The suit describes Krampus as a historical
“creature of mythology and folklore known in
Austria and surrounding regions.”
According to the suit, Krampus accompanies
St. Nicholas on his visits each Dec. 5, but
unlike St. Nick, who fills well-behaved
children’s shoes with treats, Krampus comes
to punish naughty children by swatting
them with birch sticks. He has a goat’s
head with horns and wears a sack to carry the
kids away, according to Teutonic legend.
Purohit says he wrote his story in 2001,
setting his Krampus character in a story
parodying Moore’s poem with the intention
of making Krampus approachable to North
American audiences.

INTELLECTUAL PROPERTY

Since publishing the text with illustrations
in 2012, Purohit has created many derivative
works based on his “original Krampus,” the
suit says.
He created a YouTube video and a website at
krampusmasks.com, where he sells masks
based on his character, the suit says.

COPYRIGHTS AND MORAL RIGHTS
The defendants’ Krampus film, which takes
place just before Christmas Day, is about the
mythical figure’s attack on a naughty family.
The suit says the film’s creators and
distributors directly and willfully infringe
Purohit’s work.
In addition, the defendants have created their
own derivative works based on the film that
also infringe his work, the complaint says.
These derivatives include a graphic novel and
a Facebook page.
The suit says the defendants are liable for
contributory and vicarious infringement for
allowing third parties to infringe Purohit’s
work.
The suit also accuses the defendants of
violating Purohit’s moral rights to his book’s
illustrations under the Visual Artists Rights
Act, 17 U.S.C.A. § 106A.
Purohit says he is entitled to a disgorgement
of profits, injunctive relief barring the
infringing film and derivative works from
being exhibited in public, attorney fees and
costs. WJ
Attorneys:
Plaintiff: Timothy Devlin, Devlin Law Firm LLC,
Wilmington, DE
Related Filings:
Complaint: 2018 WL 6288203
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Rejection of trademark license didn’t end licensee’s rights,
high court is told
By Donna Higgins

The Bankruptcy Code’s contract rejection rules do not give a debtor any “special bankruptcy power” to take back
property that was conveyed under the contract’s terms, a trademark licensee that was stripped of its intellectual
property rights has told the U.S. Supreme Court.
Mission Product Holdings Inc. v.
Tempnology LLC, No. 17-1657, petitioner’s
opening brief filed (U.S. Dec. 10, 2018).
A debtor’s rejection of an executory contract
constitutes a breach and entitles the other
party to seek damages for the debtor’s
nonperformance of its obligations, just as it
could outside of bankruptcy, Mission Product
Holdings Inc. says in its opening brief to the
high court.
The justices are reviewing a decision from
the 1st U.S. Circuit Court of Appeals that
said Mission lost its right to use Chapter 11
debtor Tempnology’s trademarks and other
intellectual property once Tempnology
rejected the parties’ license agreement as an
executory contract.
An executory contract is one that requires
continued performance by both sides.
“As the great majority of courts and scholars
have recognized, rejection is not a special
bankruptcy power to terminate or rescind a
contract,” Mission says. “Nor does it allow the
trustee to revoke interests in property that
the debtor granted to a counterparty under
the contract before bankruptcy.”
Yet the 1st Circuit’s decision allowed exactly
that result — Tempnology could take back
the license it had granted to Mission so that
it could relicense its intellectual property to
others, Mission says.

CONTRACT REJECTED IN
BANKRUPTCY
New Hampshire-based Tempnology made
cooling fabrics for exercise clothing sold
under the “Coolcore” and “Dr. Cool” brands,
according to Mission’s brief.
In 2012, Tempnology entered into
an agreement that gave Mission the
nonexclusive right to sell certain patented

© 2018 Thomson Reuters

and trademarked Tempnology products
throughout the world, and the exclusive right
to sell a subset of those products within the
United States, the brief says.
In September 2015, Tempnology entered
Chapter 11 in the U.S. Bankruptcy Court for
the District of New Hampshire and sought
to reject its agreement with Mission as an
executory contract under Section 365(a) of
the Bankruptcy Code, 11 U.S.C.A. § 365(a).
Mission objected, asserting its option to
retain its contractual rights as an intellectual
property licensee as provided under Section
365(n).

The panel majority then said the rejection
also terminated Mission’s trademark
rights, because Section 101(35A) of the
code, 11 U.S.C.A. § 101(35A), which defines
intellectual property for Bankruptcy Code
purposes, does not include trademarks and
trade names.
Mission then filed its petition for a writ of
certiorari, which was granted in October.

NO EXEMPTION FROM
GENERAL LEGAL DUTIES
“Outside bankruptcy … the breaching party
to a contract could not declare the contract

“As the great majority of courts and scholars have
recognized, rejection is not a special bankruptcy power
o terminate or rescind a contract,” the petitioner says.
The Bankruptcy Court ruled that the
protections to intellectual property rights
afforded licensees under Section 365(n)
did not extend to Mission’s exclusive
distribution rights or its right to use the
debtor’s trademarks. Those rights were thus
terminated by the debtor’s rejection of the
contract, the court said.
Following an appeal to the 1st Circuit’s
Bankruptcy Appellate Panel, which partially
reversed the Bankruptcy Court’s decision, the
Court of Appeals by a 2-1 margin affirmed the
entirety of the Bankruptcy Court’s decision.
The Court of Appeals panel held that
Tempnology’s rejection terminated Mission’s
exclusive distribution rights, because
the exclusive right to sell a product that
incorporates patented technology is not an
intellectual property right protected under
Section 365(n). Mission Prod. Holdings v.
Tempnology (In re Tempnology), 879 F.3d 389
(1st Cir. 2018).

terminated or rescind the other party’s rights
by virtue of its own breach,” Mission says.
“Nor could it take back an interest in property
that the contract had already conveyed to the
other party.
“There is no basis, textual or otherwise, for a
different result in bankruptcy.”
The only way the debtor could have taken
back its intellectual property was through a
suit under the Bankruptcy Code’s avoidance
provisions, which did not occur here, Mission
says.
Nor can a trademark owner’s obligation to
monitor a licensee’s use of the mark justify
terminating the licensee’s rights via rejection,
Mission says.
“Rejection frees the estate only from the
burden of performing under contracts; it does
not exempt the estate from duties imposed
by generally applicable law,” Mission says.
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“Whether the estate should incur the cost
of monitoring to preserve the value of a
trademark is an economic decision that is no
different than any of the trustee’s many other
decisions whether to incur costs to preserve
estate assets.” WJ

Attorneys:
Petitioner: Danielle Spinelli, Craig Goldblatt,
Joel Millar and James Barton, Wilmer Cutler
Pickering Hale & Dorr, Washington, DC;
Robert J. Keach and Lindsey Z. Milne, Bernstein,
Shur, Sawyer & Nelson, Portland, ME
Respondent: Daniel W. Sklar, Nixon Peabody,
Manchester, NH; Lee Harrington and George
Skelly, Nixon Peabody, Boston, MA

Related Filings:
Order: 2018 WL 2939184
Opposition to certiorari petition:
2018 WL 4275886
Certiorari petition: 2018 WL 2967405
Law professors’ amicus brief: 2018 WL 3811976
INTA’s amicus brief: 2018 WL 3425350
1st Circuit opinion: 879 F.3d 389

TRADEMARK

Insurer wins injunction in trademark suit
against disgruntled claimant
By Dave Embree

Symetra Life Insurance Co. has won a temporary restraining order against a man accused of registering a domain name
in the insurer’s name and creating a website to post personal details about the company’s leaders and their family
members.
Symetra Life Insurance Co. v. Emerson,
No. 18-cv-492, 2018 WL 6338723 (D. Me.
Dec. 4, 2018).
U.S. District Judge Jon D. Levy of the
District of Maine ruled that a temporary
restraining order was appropriate because
Symetra is likely to succeed on its trademark
infringement and defamation claims
against the accused, who allegedly posted
victims’ personally identifying information
on a website that appears to be Symetra’s.
Guy R. Emerson, a disability claimant
with
Symetra
under
his
former
employer’s policy, registered the domain
symetralifeinsurancecompany.com and then
launched a website at that location without
the insurer’s knowledge or authorization,
according to the complaint.

Additionally, Emerson published the
personally identifying information of several
officers and employees of Symetra and
their family members, including their home
addresses and the names of their spouses
and children, according to the suit.

TEMPORARY RESTRAINING ORDER
Symetra sued Emerson on Dec. 4 in Maine
federal court for trademark infringement
under the Lanham Act, 15 U.S.C.A. § 1114,
common law trademark infringement and
defamation.
The complaint says several of the employees’
family members named on Emerson’s
website have suffered severe emotional
distress stemming from his “veiled threats
and conduct.”

The complaint alleges that Emerson
designed the website to confuse the public
into believing it was affiliated with Symetra
by including numerous copyright-protected
images from the insurer’s official website
and a copyright notice identifying Symetra as
the owner.

The insurer also filed a motion for an
emergency temporary restraining order,
asking the court to order Emerson to take
down the website and refrain from further
publishing any defamatory statements
or personal information about Symetra’s
employees or their family members.

Emerson published multiple allegedly
defamatory statements on the website, such
as falsely quoting Symetra’s CEO as saying,
“Well of course we engage in bad-faith
tactics like delaying and denying our policy
holders [sic] valid claims,” the suit says.

“Emerson’s outrageous conduct is having
a detrimental impact of Symetra’s ability
to provide its employees with the safe and
professional work environment that they
deserve,” the motion says.
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He reasoned that the insurer was likely to
succeed on the merits of its claims and
would suffer irreparable harm to its business
reputation if Emerson were allowed to
continue using Symetra’s trademarks and
copyright-protected images on his website.
Judge Levy agreed that Emerson’s
publication of personal data about
employees’ family members impeded
the insurer’s ability to provide a “safe and
professional environment” for its workforce.
The judge therefore ordered Emerson
to remove Symetra’s trademarks, logos
and copyright-protected images from his
website, in addition to all personal data
about employees’ family members.
However, the judge refused to order
Emerson to take down the website in its
entirety, reasoning that such an order might
unlawfully infringe his constitutional free
speech rights. WJ
Attorneys:
Plaintiff: Geraldine G. Sanchez, Roach, Hewitt,
Ruprecht, Sanchez & Bischoff, Portland, ME;
John Whitaker, Christensen, O’Connor, Johnson &
Kindness, Seattle, WA
Related Filings:
Order: 2018 WL 6338723
Motion for temporary restraining order:
2018 WL 6424369
Complaint: 2018 WL 6424387

Judge Levy granted Symetra’s motion in part
in a Dec. 4 ruling.

INTELLECTUAL PROPERTY
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Court scolds law firm for ‘judge shopping’
in trademark advice spat
By Patrick H.J. Hughes

LegalForce Inc., a law firm accusing legal self-help company LegalZoom.com Inc. of offering misleading trademark
assistance, was forum shopping when it refiled claims from a closed case in a second California federal court, a judge
in Los Angeles has ruled.
LegalForce Inc. v. LegalZoom.com Inc.,
No. 18-cv-6147, 2018 WL 6179319 (C.D. Cal.
Nov. 27, 2018).
U.S. District Judge Otis D. Wright of the
Central District of California on Nov. 27
granted LegalZoom’s motion to transfer
the case back to the federal court in San
Francisco where LegalForce had first brought
suit in December 2017.
LegalZoom, which operates its international
legal self-help service at legalzoom.com, is
based in the Los Angeles area.
The company did not say a move would be
more convenient for witnesses, which is often
the reason behind a transfer request, and
even admitted it did not expect any witnesses
to be called.
Instead, LegalZoom convinced the judge
that LegalForce only filed suit in Los Angeles
because it “did not get the result it wanted in
the Northern District action.”
“LegalForce abused the judicial process
by judge shopping,” Judge Wright said. He
added that it was within the court’s inherent
authority to dismiss cases and even impose
monetary sanctions to prevent forum
shopping, but he only ordered the transfer.

NEW COMPLAINT, SAME ISSUES
The dispute with LegalZoom stems from
LegalForce’s criticism of LegalZoom’s
trademark registration service.

© 2018 Thomson Reuters

LegalForce said LegalZoom’s “trademark
document specialists” were not lawyers but
were nevertheless giving legal advice about
trademark registration issues.

LegalZoom did not anticipate witnesses
and LegalForce offered only “conjecture and
speculation” about possible witnesses, the
opinion said.

LegalForce, as an employer of trademark
attorneys who assist customers with the
same issues, sued LegalZoom for violations
of the Lanham Act and California’s
unfair-competition and false-advertising
laws.

Judicial economy also weighed in favor of a
transfer because Judge Chesney was already
familiar with the issues, Judge Wright said.

The firm, based in Mountain View, California,
filed the suit Dec. 19, 2017, in nearby
San Francisco.
U.S. District Judge Maxine M. Chesney
dismissed the first complaint for failure
to state a claim. LegalForce made several
amendments, but voluntarily dropped its
claims on July 9, which led Judge Chesney
to close the case.

‘BLATANT’ FORUM SHOPPING
On July 16, LegalForce filed a new complaint
in a Los Angeles federal court, making the
same claims it raised in the San Francisco
litigation, according to Judge Wright’s
opinion.
When LegalZoom moved to transfer, the
judge considered the convenience of the
parties and witnesses, and found the
San Francisco forum more convenient for
both parties.

The judge said forum shopping can
reasonably be inferred when a party files the
same claims after getting an unfavorable
ruling elsewhere.
Forum shopping is sufficient reason for a
court to use its inherent powers to transfer a
case to another forum, the judge said, calling
LegalForce’s intent “blatant.” WJ
Attorneys:
Plaintiff: Raj V. Abhyanker, LegalForce RAPC
Worldwide, Mountain View, CA
Defendant: Michelle C. Doolin, Cooley LLP,
San Diego, CA
Related Filings:
Order granting defendant’s motion to transfer
venue: 2018 WL 6179319
Order denying leave to file amended complaint:
2018 WL 2013552
Order granting dismissal: 2018 WL 1738135
Complaint: 2017 WL 6505183
See Document Section C (P. 44) for the order
granting defendant’s motion to transfer venue.
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TRADE DRESS

Maker of medical manikins wins appeal against ITC over trade
dress claim
By Patrick H.J. Hughes

Laerdal Medical Corp. has won its appeal against the U.S. International Trade Commission, which the Norwegian
medical supply company had accused of unfairly ignoring trade dress infringement claims against several Chinese
medical supply companies.
Laerdal Medical Corp. et al. v. International
Trade Commission, No. 2017-2445, 2018
WL 6423561 (Fed. Cir. Dec. 7, 2018).
The ITC erred in waiting to rule out the
trade dress issues until after initiating
an investigation into the importation of
infringing medical manikins and cervical
collars, the U.S. Court of Appeals for the
Federal Circuit ruled.
The commission entered only default patent
and trademark judgments against the
no-show Chinese companies.
Laerdal had alleged the companies were also
infringing the trade dress rights it held in the
original design and “distinct aesthetic look”
of its cervical collars, manikins and BaXstrap
spine boards.
The commission had found that Laerdal
failed to show it suffered the requisite harm
and failed to specify what aspects of their
products constituted protectible trade dress.
The panel reversed and remanded the
case for the ITC to consider if any public
interest concerns precluded the trade dress
allegations.

SPINE BOARDS, CERVICAL COLLARS
AND MANIKINS
Laerdal is a Stavanger, Norway-based maker
of medical devices and training products.
It filed a complaint with the ITC in March
2016, asking the commission to investigate
whether numerous Chinese companies were
importing medical products into the U.S.
that violated Section 337 of the Tariff Act,
19 U.S.C.A. § 337.
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Laerdal said it had reason to believe
Medsource International Co., Basic Medical
Supply LLC and others were importing
goods such as manikins for CPR training
that infringed Laerdal’s intellectual property
rights.
The complaint also said the companies were
violating U.S. copyright law by infringing the
3D designs and images of some of Laerdal’s
products.

The ITC must inspect a
complaint for sufficiency
and compliance before an
investigation is instituted,
the Federal Circuit said.
In June 2017 the ITC issued an order stating
that after investigating the allegations, it
had asked the China-based companies to
respond but none of them did.
Without a response, the ITC can accept
allegations as true, so the commission then
found the complaint sufficiently alleged
the patent and trademark claims to earn a
default cease-and-desist order.
The commission also ruled, however, that
Laerdal had not sufficiently pleaded the
copyright and trade dress infringement
claims.
Even when an alleged infringer is a no-show,
when all the allegations are presumed true
and an investigation has commenced, the
ITC must still find unlawful activity before
issuing relief, the ITC said.

INTELLECTUAL PROPERTY

Laerdal appealed the exclusion of the trade
dress infringement claims.

‘PRESUME’ TRUTH
Laerdal argued in its appellate brief that the
ITC acted outside its statutory authority when
it terminated the company’s trade dress
rights without being prompted to do so.
Laerdal cited Section 1337(g)(1) of the Tariff
Act, 19 U.S.C.A. § 1337(g)(1), which requires
the ITC to “presume the facts alleged in the
complaint to be true” if it finds a party in
default.
The Federal Circuit agreed.
The ITC must inspect a complaint for
sufficiency and compliance before an
investigation is instituted, the panel said,
explaining that Congress wanted the ITC
to investigate under certain presumptions
because of the difficulties in dealing with
defaulting respondents.
As for the ITC’s argument that Laerdal did
not properly plead its trade dress claims, “the
time for that assessment was pre-institution,”
the panel concluded. WJ
Attorneys:
Appellants: Jeffrey I. Kaplan, Kaplan, Breyer,
Schwarz LLP, Matawan, NJ; Joseph W. Bain,
Shutts & Bowen, West Palm Beach, FL
Appellee: Robert John Needham, Dominic L.
Bianchi, Wayne W. Herrington., Office of the
General Counsel, U.S. International Trade
Commission, Washington, DC
Related Filings:
Federal Circuit opinion: 2018 WL 6423561
Opening brief: 2018 WL 1969623
ITC determination: 2017 WL 6434967
Complaint: 2016 WL 3671170
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TRADE SECRETS

Ex-employees hijacked and sabotaged
U.S. Army computer system, suit says
By Dave Embree

Cybersecurity firm Federated IT Inc. has sued two former employees in Virginia federal court for allegedly taking
unauthorized control over and incapacitating for 10 days a computer system it created for the U.S. Army.
Federated IT Inc. v. Anthony et al.,
No. 18-cv-1484, complaint filed, 2018 WL
6332538 (E.D. Va. Dec. 4, 2018).
The suit, filed Dec. 4 in the U.S. District Court
for the Eastern District of Virginia, accuses
the former employees of violating several
state and federal statutes that prohibit
computer hacking and theft of trade secrets.
Barrence Anthony of Waldorf, Maryland,
worked as a senior systems engineer for
Arlington, Virginia-based Federated IT from
January 2016 to December 2016, the suit
says.
Anthony and his immediate supervisor,
co-defendant Ashley Arrington, were
responsible for overseeing a cloud-based
computer system Federated created and
maintained for the U.S. Army Office of
the Chief of Chaplains, according to the
complaint.

Suspecting that he was about to be fired,
Anthony took unauthorized control of
the firm’s Amazon web services account,
redirected all help desk inquiries to his
personal email address and erased data from
a company server, the suit says.
Anthony also deactivated his co-workers’
administrator accounts to the company’s
servers and applications, downloaded and
deleted files from shared drives, and erased
the hard drive on his work laptop, according
to the suit.
During Federated’s subsequent investigation
into the incident, the company discovered
that Arrington had sent confidential
information about the investigation to her
personal email address before resigning, the
complaint says.
The IT company alleges that Arrington
forwarded the confidential information to
Anthony to assist his efforts to sabotage

the company’s computer systems before
attempting to conceal her actions.
According to the suit, Anthony and Arrington
had also been in an inappropriate romantic
relationship while working for Federated.
The complaint accuses Anthony and
Arrington of violating multiple statutes,
including the Computer Fraud and Abuse
Act, 18 U.S.C.A. § 1030, the Defend Trade
Secrets Act, 18 U.S.C.A. § 1836, and the
Virginia Computer Crimes Act, Va. Code Ann.
§ 182-152.1
In addition to attorney fees and litigation
costs, Federated is seeking $500,000 in
monetary damages. WJ
Attorneys:
Plaintiff: Peter C. Cohen, Charlson, Bredehoft,
Cohen & Brown, Reston, VA
Related Filings:
Complaint: 2018 WL 6332538
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INSURANCE

Insurer drops coverage fight over NHL trademark feud
By Jason Schossler

Sentinel Insurance Co. Ltd. has dropped its bid for a court order declaring it has no duty to cover a lawsuit against a pair
of companies accusing them of selling merchandise that infringes the National Hockey League’s trademarks.
Sentinel Insurance Co. Ltd. v. ABC Stein LLC
et al., No. 18-cv-7404, notice of dismissal
filed (N.D. Ill. Dec. 5, 2018).
Sentinel did not provide a reason for its
decision.
The insurer filed its complaint Nov. 7 in
the U.S. District Court for the Northern
District of Illinois, saying ABC Stein LLC,
The Hockey Cup LLC, and their owner and
manager Roger Dewey are not entitled to
a defense or indemnity in the underlying
litigation.
In the underlying suit filed in the U.S. District
Court for the Southern District of New York,
the NHL alleges the defendants infringed
the league’s trademarks by selling a plastic
beer stein that is a replica of the Stanley Cup
trophy.

On-sale bar

It also says the defendants infringed the
league’s intellectual property rights by
marketing and selling counterfeit hockey
jerseys bearing the “NHL” word mark and
its shield design. NHL v. Hockey Cup LLC,
No. 18-cv-6597, complaint filed (S.D.N.Y.
July 23, 2018).
According to Sentinel’s complaint, the
defendants tendered the NHL’s action under
primary and excess umbrella policies that
ran from Jan. 1, 2016, to Feb. 1, 2018.
But the insurer said the defendants are
not owed coverage because the NHL’s suit
does not allege any injuries caused by
an “occurrence,” or accident, under their
policies.
Numerous exclusions in the defendants’
policies, including an intellectual property
exclusion, also preclude coverage, Sentinel
said. WJ

bet” that the U.S. Supreme Court would
reverse and remand.

CONTINUED FROM PAGE 1
Their positions were opposed by Teva
Pharmaceuticals and other drugmakers
seeking to uphold the bar in such
circumstances to pave the way for
noninfringing sales of generics.

The Supreme Court will find “the new
language added to the statute — ‘or
otherwise available to the public’ — modifies

PREDICTIONS

Robert Maier, a partner with Baker Botts
LLP, said the fact that Justice Neil Gorsuch
mentioned that the patent office was siding
with Helsinn demonstrated it was a “safe
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Related Filings:
Complaint: 2018 WL 5839529

the listing of terms that precedes it, such that
sales must be public in order to constitute
prior art under the AIA,” Maier predicted.
Irena Royzman, an attorney at Patterson
Belknap Webb & Tyler, agreed with Helsinn
that the Federal Circuit’s decision was
“inconsistent with congressional intent.”
“The decision is particularly problematic
for the bio/pharma industry, where many
innovations are made by small companies
that need to partner with established
pharmaceutical companies in order to bring
their inventions to patients,” she said.

The U.S. Court of Appeals for the Federal
Circuit ruled in favor of Teva in May 2017.
Helsinn Healthcare SA v. Teva Pharm. USA
Inc., 855 F.3d 1356 (Fed. Cir. 2017).

Attorneys not involved in the case anticipate
different outcomes when the Supreme Court
finally resolves the dispute sometime before
July.

Attorneys:
Plaintiff: Michael J. Duffy and Ashley L.
Conaghan, Wilson Elser Moskowitz Edelman &
Dicker, Chicago, IL

Baker Botts LLP attorney
Robert Maier said it was
a “safe bet” that the U.S.
Supreme Court would
reverse and remand.

INTELLECTUAL PROPERTY

Brinks Gilson & Lione attorney Mark Remus
said that before the argument it was widely
believed the court would reverse the Federal
Circuit, but given some of the justices’
remarks, the court may affirm.
Remus noted that recently appointed Justice
Brett Kavanaugh, “one of the more vocal
judges,” demonstrated some opposition to

© 2018 Thomson Reuters

Helsinn when the company argued that the
added “or otherwise available” language was
merely meant to clarify the existing law.

support that the “or otherwise available”
language did not upset the historical
application of the on-sale bar.

“If that was a clarification, it was a terrible
clarification,” Kavanaugh said.

Justice Elena Kagan formulated an analogy
about brownies. “So suppose I say ‘don’t buy
peanut butter cookies, pecan pie … brownies
or any dessert that otherwise contains nuts’
…. Can I buy nutless brownies?” she asked.

“I expect a split decision,” Remus predicted.
Robins Kaplan LLP attorney Jake Holdreith
said that while the case raises a specific
dispute over statutory language, it also pits
“two rationales against each other.”
“Some have argued that allowing such
confidential commercial arrangements
before a patent is filed will help smaller
companies fund innovation and will protect
inventors,” Holdreith noted.
“Others have argued that Congress could
not possibly have intended to make such a
significant change to a long-standing patent
doctrine without being more clear and
explicit, and that the public would be harmed
by allowing inventors to wait to file patents
and to keep their exclusivity for a longer
period of time,” he said.

“I expect a split decision,”
Brinks Gilson & Lione
attorney Mark Remus
predicted.
In 2011, when Teva and other companies filed
applications with the FDA to make generic
versions of the treatment, Helsinn filed suit.
Teva argued that Helsinn’s agreement with
the “intermediary,” even if done in secret,
initiated the on-sale bar.
When the lower court dismissed this
argument, Teva appealed and won.
In February Helsinn filed its certiorari petition,
which the Supreme Court granted in June.

‘NUTLESS BROWNIES?’
The justices’ questions focused on whether
the on-sale bar requirements changed
with the introduction of the AIA and its “or
otherwise available” language.

Patterson Belknap
Webb & Tyler attorney
Irena Royzman said the
Federal Circuit’s decision
was “inconsistent with
congressional intent.”
ON-SALE BAR
Helsinn claims it needed funding to complete
the development of its patents for treatment
of nausea associated with chemotherapy, so
in 2001 it entered into an agreement with a
“financial intermediary” that was contingent
on receiving FDA approval.
In 2002, after successful clinical trials,
Helsinn submitted a new drug application
to the FDA. In 2003 it filed several patent
applications.

© 2018 Thomson Reuters

At the onset of the oral argument, Chief
Justice John Roberts asked Helsinn attorney
Kannon K. Shanmugam about the meaning
of the bar. “If something’s on sale, it doesn’t
have to be on sale to everybody,” the chief
justice said.
“The critical phrase, Mr. Chief Justice, is
not ‘sale,’” Shanmugam said. “It is ‘on sale.’
And I do think that the more natural
understanding of ‘on sale’ is that something
has been made available for purchase by the
public,” he said.
The AIA’s new language merely clarified that
the Patent Act always allowed such “secret
sales,” Shanmugam argued.
The U.S. government’s attorney Malcolm
Stewart agreed, arguing primarily that it was
the nature of the agreement that shielded it
from becoming prior art.
Teva attorney William Jay presented the
respondents’ interpretation of the AIA to

Robins Kaplan LLP attorney
Jake Holdreith said the case
pits “two rationales against
each other.”
“I think you can,” Jay admitted, but added
that maybe he was misunderstanding the
hypothetical question.
“We think that the best reading of this
new category is that it creates a new set of
invalidating prior art and it does not unsettle
any of the prior categories, whether patented,
described in a printed publication, in public
use or on sale,” Jay said. WJ
Attorneys:
Petitioner: Joseph M. O’Malley Jr., Eric W.
Dittmann, Young J. Park and Isaac S. Ashkenazi,
Paul Hastings LLP, New York, NY; Kannon K.
Shanmugam, David M. Krinsky, Amy M. Saharia,
A. Joshua Podoll, Kathryn S. Kayali and Meng J.
Yang, Williams & Connolly, Washington, DC
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2018 WL 6329869 (U.S.) (Oral Argument)
Supreme Court of the United States.
HELSINN HEALTHCARE S.A., Petitioner,
v.
TEVA PHARMACEUTICAL USA, INC., et al., Respondents.
No. 17-1229.
December 4, 2018.
Oral Argument
Appearances:
Kannon K. Shanmugam, Esq., Washington, D.C.; on behalf of the Petitioner.Malcolm L. Stewart, Deputy Solicitor General, Department
of Justice, Washington, D.C.; for the United States, as amicus curiae, supporting the Petitioner.William M. Jay, Esq., Washington, D.C.,
on behalf of the Respondents.
*1 The above-entitled matter came on for oral argument before the Supreme Court of the United States at 11:05 a.m.
CONTENTS
ORAL ARGUMENT OF KANNON K. SHANMUGAM ON BEHALF OF THE PETITIONER
ORAL ARGUMENT OF MALCOLM L. STEWART FOR THE UNITED STATES, AS AMICUS CURIAE, SUPPORTING THE
PETITIONER
ORAL ARGUMENT OF WILLIAM M. JAY ON BEHALF OF THE RESPONDENTS
REBUTTAL ARGUMENT OF KANNON K. SHANMUGAM ON BEHALF OF THE PETITIONER

*3 PROCEEDINGS

(11:05 a.m.)

CHIEF JUSTICE ROBERTS: We’ll hear argument next in Case 17-1229, Helsinn Healthcare versus Teva.
Mr. Shanmugam.
ORAL ARGUMENT OF KANNON K. SHANMUGAM ON BEHALF OF THE PETITIONER
MR. SHANMUGAM: Thank you, Mr. Chief Justice, and may it please the Court:
In the America Invents Act, Congress transformed the nation’s patent laws. As part of its shift from a first-to-invent to a first-to-file
system, Congress revised the definition of “prior art” and clarified the proper understanding of the phrase “on sale.”
The on-sale bar, like the other bars in the definition, reaches only a disclosure that makes the claimed invention available to the public.
That interpretation is consistent with the plain text of the definition and its legislative history. It’s consistent with the predominant

© 2018 Thomson Reuters

WESTLAW JOURNAL

n

INTELLECTUAL PROPERTY | 17

HELSINN

DOCUMENT SECTION A

objective of the on-sale bar as repeatedly articulated by this Court; namely, to preserve the public’s access to inventions *4 that have
entered the public domain.
CHIEF JUSTICE ROBERTS: Well, it might not be consistent with the actual meaning of the word “sale,” though, right?
MR. SHANMUGAM: The critical phrase -CHIEF JUSTICE ROBERTS: If you’re having -- if you’re -- if something’s on sale, it doesn’t have to be on sale to everybody. It could be
just I’m going to sell something to you.
MR. SHANMUGAM: Well, the critical phrase, Mr. Chief Justice, is not “sale.” It is “on sale.” And I do think that the more natural
understanding of “on sale” is that something has been made available for purchase by the public.
And so, for instance, if after this argument in the lawyers lounge I turn to my friend, Mr. Jay, and I say, I see that you didn’t bring a coat
today, I’ll sell you my coat for $5, I’m not sure that that would be putting my coat on sale in the same way that it would be if I turned
around to the audience and said I’ll sell this coat to the highest bidder.
JUSTICE KAVANAUGH: Why not? I don’t *5 -- and if it’s sold, it’s pretty hard to say something that has been sold was not on sale.
MR. SHANMUGAM: I think that the concept of “on sale,” Justice Kavanaugh, conveys some sense of broader availability or, at a
minimum, that there’s some ambiguity about that.
That is to say, I think I’m willing to recognize that perhaps you could make the argument that even offering something privately to
one person could be said to be putting something on sale.
Our view as a textual matter is that to the extent that there’s any ambiguity -JUSTICE KAVANAUGH: Isn’t it always the case that if you offer it to even one person or to a small group of people, it’s on sale?
MR. SHANMUGAM: I think that I would -JUSTICE KAVANAUGH: I -- I guess I’m not understanding that.
MR. SHANMUGAM: I think I would say, Justice Kavanaugh, that something can be on sale regardless of how widely it is, in fact, *6
sold. So, for instance, if you put something in the shop window and no one, in fact, wants to buy it and no one, in fact, buys it, it can
still be on sale.
But, again, to the extent that there is any doubt about the phrase “on sale” in vacuo, I think that that doubt probably was eliminated
before the AIA by the surrounding phrases, all of which, by Respondents’ recognition, convey some notion of public availability.
And then any lingering doubt was completely removed by the inclusion of the catch-all phrase “in the AIA.”
JUSTICE BREYER: You said that the opinions of this Court support you, but, of course, you know perfectly well is you have -- we only
have Justice Story, Learned Hand, and I guess various others, maybe John Marshall for all I know, who -- who -- who said that that
isn’t the sole purpose, that the purpose of this on-sale rule including private sales is to prevent people from benefiting from their
invention prior to and beyond the 20 years that they’re allowed.
*7 MR. SHANMUGAM: Justice -JUSTICE BREYER: And -- and that’s -- so I read that, I had my clerk look it up, seems right.
MR. SHANMUGAM: Justice Breyer, Respondents’ whole argument before this Court, I would respectfully submit, is really a junior
varsity version of congressional ratification. No fewer than six times in their brief they refer to the two centuries of precedent.
JUSTICE BREYER: Uh-huh.
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MR. SHANMUGAM: I would respectfully vigorously disagree with that, particularly with regard to this Court’s decisions. And let me
get to Judge Hand, but let me start with this Court’s decisions, starting with Justice Story’s opinion in Pennock.
This Court has consistently articulated the predominant purpose of the on-sale bar as preserving the public’s access to inventions
that have entered the public domain.
Indeed, if you go back to Pennock, Justice Story, at a time when the on-sale bar was not yet codified in the statute, *8 articulated
the purpose in precisely that term both with regard to the public use bar and with regard to the on-sale bar. He said, if the inventor
shall put the invention into public use or sell it for public use before he applies for a patent, this shall furnish another bar to his claim.
And all the way through to this Court’s decision in Pfaff, this Court has referred to “the reluctance to allow an inventor to remove
existing knowledge from public use” and has said that that purpose undergirds the on-sale bar. And I -JUSTICE KAVANAUGH: Doesn’t commercial exploit -- exploitation also undergird the bar?
MR. SHANMUGAM: I don’t think we would dispute that that is one way of characterizing the underlying purpose, and that is what
Judge Hand said in the Metallizing opinion.
JUSTICE BREYER: Of course, that can all be secret. It’s not very hard.
MR. SHANMUGAM: But I don’t think -JUSTICE BREYER: You have an invention -MR. SHANMUGAM: I think to -*9 JUSTICE BREYER: -- that is practiced -- well, I’m looking at the word “practice.” And it’s not just one word. It’s also practicing the
invention. And you can practice the invention in such a way that the user of the invention can’t find out what the invention is. That’s
not uncommon.
MR. SHANMUGAM: Let me say -JUSTICE BREYER: And, therefore, we have two that do not involve the public awareness of the invention itself or how it is produced.
MR. SHANMUGAM: So let me say just one last thing about this Court’s decisions and then address that concern directly.
I think that if you were to adopt our interpretation under which public availability is required to trigger the on-sale bar, just like all of
the other bars, you would not have to discard any of the reasoning of this Court’s cases and you wouldn’t have to change any of the
outcomes of this Court’s cases. We believe that all of this Court’s cases on their facts would come out the same way.
Now, with regard to this alternative *10 formulation of the purpose, which I think really first appeared prominently in Judge Hand’s
opinion in Metallizing and then did -- did get picked up in a couple of this Court’s decisions, I’m willing to accept that, when you have
a sale, there is obviously a commercial aspect to that. The person who sells the item receives some consideration in response to that.
But I don’t think it’s fair to say that what Judge Hand was doing was saying that the on-sale bar reaches all forms of pre-patent
commercialization. I think that that is an over-reading of the on-sale bar.
And I think that, critically, even our interpretation of the on-sale bar obviously substantially limits an inventor’s ability to profit from
his or her invention because, if you do have public availability and a sale, that is still going to be prohibited.
JUSTICE GINSBURG: Mr. Shanmugam, is it -MR. SHANMUGAM: Our submission is simply that the statute --
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JUSTICE GINSBURG: May -- may -- would *11 you please clarify one thing? I -- I thought that one argument was that the AIA changed
the way it was. But your definition of “on sale” seems to apply -- you seem to say there was no change; “on sale” never included the
secret sale.
MR. SHANMUGAM: Justice Ginsburg, as I said at the outset, I think that what Congress did in the AIA was to clarify the proper
understanding of the phrase. And I do think that at least our argument concerning the noscitur a sociis canon would still have applied
even before the AIA. Obviously, we have the addition of the catch-all phrase.
And I think, under this Court’s decisions construing materially identical language, catch-all provisions do shed light on the meaning
of the categories that precede them. But in our view -JUSTICE KAVANAUGH: If that was a -MR. SHANMUGAM: -- in terms of what the -JUSTICE KAVANAUGH: -- if that was a clarification, it was a terrible clarification because there were a lot of efforts, as you *12 well
know, to actually change the “on sale” language, and those all failed.
MR. SHANMUGAM: I think, in fairness, Justice Kavanaugh, I would say that this was exactly the way to achieve Congress’s dual
objective. First -JUSTICE KAVANAUGH: You don’t think it would have been easier to just change it directly, as many members of Congress tried to do
repeatedly and failed?
MR. SHANMUGAM: I -- I think that that is, with respect, an overstatement of what members of Congress tried to do. I think that, at
most, as Respondents point out, there were bills that would have deleted “public use” and “on sale” from the definition.
But I think that there was good reason, actually, to retain those phrases. As the legislative history to which -- to which Respondents
point suggests, there was a surrounding jurisprudence concerning these terms which Congress may have wanted to retain, things
like the ready for patenting requirement.
Retaining those phrases also made *13 clear that where the inventive embodiment is in the public domain, the statute reaches those
cases no differently from when the inventive idea is in the public domain.
What Congress was trying to do in the catch-all provision and the House and Senate reports, the most definitive form of legislative
history, bear this out, was to achieve two objectives: to make sure that they reached all forums of prior art, such as oral presentations,
PowerPoint presentations, and the like, and also to clarify that any form of prior art must be publicly available.
And notably -- and this gets to Justice Ginsburg’s question about whether there was a change in the law -- I do think that what
Congress was doing was abrogating some of the outlying lower court decisions that had extended both the on-sale bar and the
public use bar to cases where there was not public availability.
And, indeed, the legislative history identifies by name some of the public use cases that had so held, cases like the Beachcombers
decision from the Federal Circuit and the *14 JumpSport decision. We also point to some of the on-sale cases that had extended to
sales that did not involve public availability, cases like Special Devices and Caveney.
And I think, Justice Kavanaugh, that that’s precisely why you should think that what Congress did here was fit for a purpose.
I think we would certainly acknowledge that Congress could have modified the language of “on sale,” but what Congress wanted to
do, we would respectfully submit, was also to fix some of this outlying Federal Circuit case law on public use.
Now, of course, that phrase “public use” one might think would have inherently conveyed some notion of public availability, as
Respondents themselves suggest in their brief. But at the same time, you had the Federal Circuit extending the public use bar to
circumstances in which inventions were displayed, and private parties, the JumpSport case involved a trampoline in the inventor’s
backyard. These were cases where, in our view, there would not have been public availability.
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And so Congress, in including the *15 Scatch-all provision, did what Congress did in cases like Seatrain Lines and Paroline. It shed
light on the meaning of the pre-existing specified provisions, and to be sure, in those cases, everything was enacted at the same time,
but as a textual matter, you have to read the statute as a whole.
And, again, Respondents’ argument here really rests on this notion of congressional ratification. The first part of that is the part that
I’ve already addressed, this notion that there was some settled body of law saying that you don’t have to have public availability. And
not only did this Court never say that, this Court never did that.
But, of course, the second component of any congressional ratification argument is that you have to have statutory language that
was not changed. And this provision was dramatically revised and, to be sure, some elements of the pre-AIA definition, including
the phrase “on sale,” were retained, but at the same time, Congress added the catch-all phrase. It defined a claimed invention. And,
of course, it shifted to a first-to-file system, *16 which largely addresses this concern about improper commercialization because, of
course, any inventor who engages in commercial activity without applying in a first-to-file system runs the risk that another inventor
will beat them to the Patent Office.
And that is a concern, I would respectfully submit, that is particularly acute in a context like this.
JUSTICE KAVANAUGH: On -- on the first part of what you just said as to what the law was, the amicus brief, the Lemley amicus brief
says the law has always treated secret sales and uses as prior art. Are you disagreeing with that?
MR. SHANMUGAM: I am disagreeing with that. And, again, in our view, and the government can offer its view with the institutional
heft of the Patent Office, there is no decision of this Court that would have to be disturbed.
In our view, there are a handful of Federal Circuit cases that would come out differently if a public availability requirement is applied.
*17 And I want to say one more -JUSTICE BREYER: What about Bonito Boats? I mean, in Bonito Boats, this Court, while it isn’t necessary for the holding, does quote
Learned Hand, and it does say it is a condition upon the inventor’s right to a patent that he shall not exploit his discovery competitively
after it is ready for patenting. He has to go ahead and patent it or keep it a secret forever.
So an inventor who, in fact, in year one has his invention ready for patenting, and goes around from one person to another secretly
selling it to each with a confidentiality agreement, is a person who is exploiting his agreement -- his invention and, therefore, since
he didn’t do it through a patent, he loses the right for a patent.
That seemed to me the clear -- pretty clear rationale of Learned Hand, of why the Court did that in Bonito Boats, of why Justice Story
said what he said, and I think it’s that that the Lemley brief was relying upon when they made that statement.
MR. SHANMUGAM: We are not disagreeing *18 that that can be fairly read to be a purpose of the on-sale bar. My submission is a
much more modest one. It is that, in order to accept Respondents’ submission, you have to think that the on-sale bar really pursues
that purpose at all costs.
And part of the reason why we know that that is not true is because Respondents themselves concede that, if this arrangement had
been structured slightly differently, if this had been structured as a right to profit sharing rather than a -- a structure where you have
upfront payments followed by payments per unit for any eventual product, if there even is one -JUSTICE BREYER: Can we -- can we accept that point, write something in your favor on that, that is, that there is a question of what
is on sale. It’s not the public/private question.
There are experimental exceptions, for example, and perhaps there should be other, if not exceptions, at least care taken to be certain
that it is an exploitation of the invention when it is a private sale.
*19 I mean, to go that far seems consistent with what we have previously said and what they say with the exceptions in the statute.
It’s where you want much more than that, really, that -- you’ve read --
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MR. SHANMUGAM: I -- I don’t think we want -JUSTICE BREYER: -- the Lemley brief. I’ve read the Lemley brief. We’ve all read these different -MR. SHANMUGAM: Justice Breyer, I don’t think we want much more than that. We might suggest, respectfully, that the opinion be
written slightly differently.
JUSTICE BREYER: Yes.
MR. SHANMUGAM: I mean, I think that we think that this Court should correct the Federal Circuit’s error, which is to say that public
availability is not required.
Now Respondents, we believe, have forfeited any argument that there is public availability here. But we also think that this would
be an easy case under a public availability requirement, both because this *20 involved a sale to a single distributor, MGI, that was
under an obligation of confidentiality, and also because this was a development arrangement of which distribution was an eventual
possible part.
There was not even a product at the time of this arrangement. And so we certainly think that this would be an easy case under a
public availability requirement.
I’d like to reserve the balance of my time for rebuttal. Thank you.
CHIEF JUSTICE ROBERTS: Thank you, counsel.
Mr. Stewart.
ORAL ARGUMENT OF MALCOLM L. STEWART FOR THE UNITED STATES, AS AMICUS CURIAE, SUPPORTING THE
PETITIONER
MR. STEWART: Mr. Chief Justice, and may it please the Court:
In the government’s view, there are two basic reasons that the transaction at issue here shouldn’t be held to trigger the on-sale
bar. First, MGI was not a company that intended to use the drug for its -- that planned to use the drug for its intended *21 purpose
by administering it to patients. MGI proposed to function as a financial intermediary that would take title to the Palonosetron but
ultimately would resell it.
And, second, even as to MGI itself, the transaction did not provide any assurance that title would ultimately pass because the terms
of the deal were subject to various contingencies. And I’d like to focus on the -- the first point first.
None of this -- none of the Court’s decisions in either the public use or the -- the on-sale bar apply -- holding those bars to apply have
dealt with situations involving distribution intermediaries. All -- all but one of those cases have involved fact patterns in which the
invention was actually out there in the world being used for its intended purposes, and that was what was held to trigger the on-sale
or the public use bar.
The only exception to that is Pfaff, because Pfaff involved an offer for sale that had not yet been consummated, and the Court held
that the bar was triggered even though the invention had not yet been supplied.
*22 But even in Pfaff, you had a firm offer to Texas Instruments that proposed -- that intended to use the component for its ultimate
purposes to be incorporated into larger machines. You didn’t have an entity that intended to buy the product solely for resale.
And -- and I think in terms of how do we usually understand phrases like “on sale” or “available to the public,” our reading really
conforms much more closely to usual public practices. That is, if you imagine a situation with a new product like an iPhone, it’s
manufactured. It’s sold to a wholesaler. The wholesaler sells it to a retailer. And then the retailer sells it to consumers. There’s a train
of transactions that constitute UCC sales.
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But, if you ask an ordinary speaker of the language at what point did the iPhone go on sale or become available to the public, you
would say that it’s when consumers could buy it, when the people who planned to use the phone for its intended purpose -JUSTICE SOTOMAYOR: If you ask a *23 consumer. But if you ask in the industry to distributors, they’ll say the moment that Apple was
going to start shipping it to distributors.
MR. STEWART: I think you -JUSTICE SOTOMAYOR: That I didn’t win is irrelevant to me. It was on sale the moment distributors were going to pick it up and ship
it out.
MR. STEWART: You -- you might use a phrase like “on sale to distributors” or “on sale to resellers” -- “resellers,” but I don’t think you
would use the phrase “on sale” standing alone. And it would certainly be odd to describe the phone as being made available to the
public at the time that Apple was accepting bids as to who would -JUSTICE SOTOMAYOR: This definition of “on sale,” to be frank with you, I’ve looked at the history cited in the briefs, I looked at the
cases, I don’t find it anywhere.
You’re sort of giving “on sale to the public” its meaning, but those are not the words used by Congress. Congress could have said “on
sale to the public.” And then we might have to grapple with this. Congress just *24 said “on sale.”
MR. STEWART: It said -- it retained the phrase “on sale,” but it added the phrase “or otherwise available to the public.” And that
served two purposes.
It functioned as a catch-all so that things that were not enumerated might still constitute prior art. But it also served the purpose of
clarifying that the preceding enumerated categories were different ways of making the invention available to the public.
And as we pointed out in the brief, the on sale -- the -JUSTICE SOTOMAYOR: Doesn’t that defeat your argument?
MR. STEWART: I’m sorry?
JUSTICE SOTOMAYOR: If that phrase has an independent meaning, and you’ve just given it two, then why don’t we take the words
Congress used with their history? Because they didn’t say “on sale to the public”; they just said “on sale.” And when you have a
historical term that has a history, as a matter of course, we look at that history.
MR. STEWART: I -- I think it’s *25 certainly appropriate to -- to look to the Court’s -- to -- to the history, in particular to this -particularly to this Court’s prior decisions. And if this Court had previously held the on-sale bar to be applicable to sales to distribution
intermediaries, then we might say this is a fairly oblique way of overturning those decisions.
Our -- our key point is this Court -JUSTICE KAGAN: So is that right? If -- if -- if you assume for a moment that the law was pretty settled before the AIA, then do you
think that the AIA would -- that the language added in the AIA would have been capable of flipping that settled law?
MR. STEWART: If you thought it was settled by this Court’s decisions that the on-sale bar applied to this sort -JUSTICE KAGAN: How about if I say it was settled because this Court had decided Pfaff and because the Federal Circuit had a
number of cases?
MR. STEWART: I -- I don’t think that’s sufficient to treat the law as settled, especially because there is evidence both from *26 the
face of the statute, the fact that “otherwise available to the public” was added, also from the legislative history, that Congress was
attempting to clarify that the enumerated terms were ways of making the invention available to the public.
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I mean, the other thing I would say to -- to follow up on something that my -- my colleague mentioned is that one of the justifications
for the on-sale bar traditionally has been prevent the inventor from profiting before he is ready to put his invention up for patent.
And that justification -- that justification is neither sufficient nor necessary on Respondents’ view of the case. That is, as Mr.
Shanmugam pointed out, Respondents themselves agree that there are other transactions by which Helsinn could have gotten
money up front, could have gotten seed money in return, for instance, for promising a share of the profits. Those would not have
triggered the on-sale bar.
The other thing is that, in the Federal Circuit’s decisions, it’s not even *27 necessary that the inventor profit from the sale in order for
the -- the on-sale bar to apply. The Federal Circuit has confronted fact patterns in which the inventor will ask an outside supplier to
produce physical embodiments of the invention and deliver those to the inventor.
Obviously, the inventor is not profiting from that. The inventor is paying money for the production. And the court -- the Federal Circuit
has said that triggers the -- that at least potentially triggers the on-sale bar -JUSTICE KAGAN: So -MR. STEWART: -- because there’s a UCC sale.
JUSTICE KAGAN: So, Mr. Stewart, I’m going to ask you to accept my assumption, and it’s a big assumption, I realize that. But just
accept the assumption that the law was settled prior to the AIA and it was settled Mr. Jay’s way, not your way.
Then is the new language that the AIA put in the statute -- would that be enough to unsettle it?
*28 MR. STEWART: No, I think that would be a fairly oblique way of attempting to overturn kind of a settled body of law. But, as I say,
the -- the body of law that the Federal Circuit has developed doesn’t map onto any policy justification.
The other thing I would say about Pfaff is that, in Pfaff, the Court emphasized that the sale was what it referred to as a commercial
sale rather than an experimental sale. And the Court at some length discussed the body of cases involving the experimental use
doctrine and the -JUSTICE KAVANAUGH: You -MR. STEWART: I’m sorry, Justice Kavanaugh?
JUSTICE KAVANAUGH: Go ahead.
MR. STEWART: And the -- the Court has recognized that even when an invention is being used out in the public square in a manner
that is visible to the public, it’s not the sort of public use that triggers the public use bar if it is being done for experimental purposes,
to verify that the invention will work as a stage precedent to patenting.
*29 And the Court in Pfaff strongly indicated if a sale is made so that the buyer can engage in experimentation, rather than to use
the product to achieve its intended benefits, that won’t trigger the on-sale bar.
JUSTICE KAVANAUGH: You -- you mentioned the legislative history, but, here, isn’t this a classic example of trying to snatch victory
from defeat in some of the legislative statements?
In other words, there was this law before, as Justice Kagan mentions, a huge effort to change it, lots of proposals to change it. They
all fail, and then a couple statements said on the floor on which you’re relying. I -- I think the legislative history, read as a whole, goes
exactly contrary.
MR. STEWART: Well, to answer that, let me point to -- to one of the things -JUSTICE KAVANAUGH: What’s wrong with thinking that way?
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MR. STEWART: I think what’s wrong with thinking that way is that, as we’ve pointed out in our brief, the -- the prior art provision
encompasses two conceptually distinct *30 ways of placing an invention in the public domain.
If the invention is patented or described in a printed publication, that means that the inventive idea has been made available to
persons skilled in the art such that they would be able to make it. And the on-sale bar and public use bars deal with situations in
which physical embodiments of the invention had been placed in the -- the public domain.
Now some of the proposals that you refer to, Justice Kavanaugh, would have said things to the effect of it has been patented -patented, described in a printed publication or otherwise available to the public.
I think, if that language had been used and there had been no reference to on sale or public use, it would have been at least a
permissible inference that the “otherwise available to the public” referred solely to circumstances in which the inventive idea had
been disclosed.
And that would have -- that really would have overturned a great deal of this Court’s law concerning the on-sale and public *31
use bars because those can be triggered even if the public is not aware of how the invention works, so long as physical body -embodiments have been made available.
So I think Congress got the best of both worlds by -- by clarifying that all these things have to be public in some manner, but also
clarifying that making physical embodiments available is sufficient.
CHIEF JUSTICE ROBERTS: Thank you, Mr. Stewart.
Mr. Jay.
ORAL ARGUMENT OF WILLIAM M. JAY ON BEHALF OF THE RESPONDENTS
MR. JAY: Thank you, Mr. Chief Justice, and may it please the Court:
A product that is sold or offered for commercial sale is on sale, as this Court has consistently read that term. That established
meaning didn’t change when Congress added a new category of invalidating prior art to the statute. That’s events that make the
invention available to the public in other ways not already covered by the statute.
So Helsinn’s argument, as you heard *32 this morning, is that although it sold its invention, that sale did not place the invention on
sale. We submit that not only did Helsinn place the invention on sale, it also made the invention available to the public.
But I’d like to begin with first the plain meaning of “on sale.” We think that the reason that the statute uses “on sale” and that this
Court has always read it this way, including in Pfaff, is to cover offers for sale. If it just -- if the statute simply said sales, then it wouldn’t
cover offers. And offers are important for two important reasons -- for two key reasons.
One, an offer shows -- the willingness to place the invention on sale, to make an offer to sell the product, shows that the inventor is
ready to commercialize the invention. And if they’re ready to commercialize the invention, and then the second half of the Pfaff test
is met, the invention itself is ready for patenting, then the inventor ought to be going to the Patent Office and applying for a patent.
If instead the inventor wants to *33 commercialize the invention, deriving profit from it, then the inventor can do that but should not
expect a legal monopoly that could extend past the statutory term.
JUSTICE ALITO: Well, I think the most serious argument you have to deal with is the meaning -- the plain meaning -- the fairly plain
meaning of the new statutory language.
So you say “on sale” means on sale publicly or on sale privately, right?
MR. JAY: Right. On -JUSTICE ALITO: All right.
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MR. JAY: -- on sale, period, full stop.
JUSTICE ALITO: Okay. So suppose that the statute had been amended to read just the way it does, except -- so it would -- with one
exception. So it says the -- the claimed invention was patented, described in a printed publication, or in public use, on sale publicly
or on sale privately, or otherwise available to the public.
That would be nonsense, wouldn’t it?
MR. JAY: I -- I think it would be confusing. That -- that’s certainly right. *34 But I do think that it would specify that one of the
categories of invalidating prior art would be on sale privately.
And in your hypothetical, I think this Court would give effect to the choice that Congress made, even though one of the items in the
list might stick out somewhat and not -JUSTICE ALITO: It would be -- it would be nonsense because the meaning of “otherwise” is in the same -- in some other manner, to
do the same thing in some other manner.
And you have -- what we have now after this change is an enumerated -- is an enumeration of a number of things that are public, a
printed publication in public use, two things that are obviously public.
Then we have on sale. And then it says, “or otherwise available to the public.” And I find it very difficult to get over the idea that this
means that all of the things that went before are public.
MR. JAY: So two points.
JUSTICE ALITO: That’s what “otherwise” means.
*35 MR. JAY: So, of course, you know, Your Honor sort of asked me to assume that this is a statute that’s being written from scratch,
and I think that that takes off the table all of the history of the statute as it was before 2011.
But, second, even taking -- even taking that off the table and looking at the statute, a statute like the one that you’ve proposed, the
reason that your example was different from this statute is that, in your example, there’s one category, on sale privately, that doesn’t
even have any overlap with available to the public.
And we’ve never disputed that many sales do, in fact, make inventions available to the public, but we do think that “on sale” has its
own meaning, and one important part of that meaning is offers.
And we think that structurally, if “on sale” is to include offers, and we think there is no way to read that definition to exclude offers,
offers are not generally going to make an invention available to the public.
My friends on the other side in their *36 brief suggest that that might happen in a newspaper advertisement, but it’s extremely
unusual to see in a newspaper advertisement all of the details of a claimed invention disclosed.
So we think that the function of “otherwise” in the statute as amended, again, even taking off the table all of the history, is to
acknowledge that there is overlap between the previous four categories and the new category of invalidating prior art that’s being
added, so as to make sure that the new category doesn’t swallow or change the meaning of a prior one.
Let me illustrate that with an example.
JUSTICE ALITO: So -- so the new category consists of offers?
MR. JAY: The new -- sorry, the new category consists of things that make the -- that otherwise make the invention available to the
public.
JUSTICE ALITO: And what would be within that category?
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MR. JAY: An oral presentation at a *37 conference without slides, you know, PowerPoint slides that get distributed. That’s one
example. Another that’s discussed in the High Tech Inventors Alliance brief is collaboration among many people on an app, an app
-- a collaboration app which is not on the Internet and is not indexed and would not count as a printed publication but ought to be
the kind of disclosure.
I mean, the government agrees with us, and I think by the end of the briefing Respondent -- Petitioner has agreed with us that this
new category’s primary function is to create new invalidating prior art disclosures that weren’t invalidating before the AIA.
And we think that it would be strange for Congress, by creating a new invalidating category, in other words, narrowing the scope of
things that could be patentable to indirectly, and by the -- the strangest implication, narrow a category of prior art and widen the
scope of things that could be patented.
I think it’s -- as a historical matter about this case, I think it’s important to *38 understand that Petitioner had gotten three patents
before the AIA, all of which were invalidated below. And Petitioner hasn’t sought cert on that, and, indeed, told this Court at page 3
of the reply brief that it could assume that that decision was correct under the -- under the prior interpretation of the AIA -- I’m sorry,
of the “on sale” words.
JUSTICE SOTOMAYOR: Mr. Jay -MR. JAY: Yes.
JUSTICE SOTOMAYOR: -- you were cut off before you gave an example. I wasn’t quite moved by your baseball example. So do you
have something else in something that’s based in law where “otherwise” was used in the way you suggest?
And the second part of my question is, will we be the only country that has a first-to-file system that includes private sales?
MR. JAY: So let me answer the second part first -JUSTICE SOTOMAYOR: Confidential-wise.
MR. JAY: -- just because I think -- I think -- I think it’s a pretty straightforward *39 answer. The on-sale bar itself is unique. The other
-- other countries don’t have an on-sale bar that includes public sales. They just don’t have an on-sale bar at all. So -JUSTICE SOTOMAYOR: I’m sorry. Explain that to me, an on sale -- no -- there is no on-sale bar -MR. JAY: Right.
JUSTICE SOTOMAYOR: -- public or private?
MR. JAY: Right. Sales are not a category in the other countries’ patent systems that are just discussed in the briefing. The point made
is that those countries don’t rely on secret prior art, but they also don’t have an on-sale bar at all.
So, in this country, we have and have decided -- and Congress has decided to retain a category of invalidating prior art that -- that
-- that has, as the purpose, measuring whether the inventor is commercializing the invention, is ready to commercialize the invention,
an invention that under the second half of the test is ready for patenting.
So -- so that is itself somewhat *40 unique. And I think that’s the answer to why you don’t see this in other countries.
On -- on your -- on the first question you asked, Your Honor, what I was getting to with -- with Justice Alito about the -- the addition
of “otherwise available to the public,” rather than just “available to the public,” we think the word “otherwise” serves to acknowledge
that there is overlap and to avoid this strange situation.
So if the statute had said described in a printed publication -- dot, dot, dot -- or available to the public, one implication of that might
be if there weren’t a clarifying word like “otherwise” to make clear that that new category was a residual category intended to catch
things not already caught, the implication might be that, well, gosh, in order to give content to the other items in the list, we better
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read them to include things that are not available to the public, such as printed publications that are not indexed, that are not
available to the public.
There is a lengthy -- an extensive body of law on that. So, for example, a Ph.D. *41 thesis that’s on a shelf somewhere but is not
indexed and not readily findable does not count as a printed publication.
We think that the best reading of this new category is that it creates a new set of invalidating prior art and it does not unsettle any of
the prior categories, whether patented, described in a printed publication, in public use, or on sale.
And it certainly doesn’t -- doesn’t disturb the basic policy justification for the on-sale bar, which deals not with the stock of public
knowledge, precisely because, as my friend, Mr. Shanmugam, and my friend, Mr. Stewart, have both -- have both discussed, putting
an embodiment out in the public or even offering to put an embodiment of the invention out in the public for money, meaning on
sale, that may not tell the public anything about how the invention works.
JUSTICE BREYER: Can -- can you answer Justice Alito’s and Justice Sotomayor’s first question? That is, I can think of examples, but
they’re a little awkward. I mean, the meet, the sports meet will include football, *42 basketball, running, swimming, or otherwise -- or
games that otherwise involve a ball, okay?
Or breakfast, a healthy breakfast includes Fiber One bran flakes, fruit, tea, and food that otherwise is a -- what do you -- fiber heavy,
you see, but -- but each of those is somewhat awkward, each of the ones.
So it’s possible among these excellent briefs -- I thought the bar really earned its pay on both sides -- but, I mean, the -- the -- the
-- I couldn’t come up with a good English example there. So I thought maybe -- maybe you have.
MR. JAY: So I actually -- and thank you, Your Honor.
(Laughter.)
MR. JAY: The -- the example that we thought of actually is -JUSTICE BREYER: There were an awful lot of them.
MR. JAY: There are -- is very close to your -- your football, baseball, swimming example. And I think, in particular, that if a statute
said, you know, don’t engage in football, baseball, or swimming, full stop, I *43 think everyone would understand what football and
baseball and swimming meant.
And if the -- if the statute were then amended to add “or any other activity that involves the use of a ball,” that might be a bit
awkward, but no one would think that it changed the meaning of swimming, that it required the adoption of a atextual meaning of
swimming that doesn’t appear in any dictionary, or that it required anything, other than the addition of -JUSTICE KAGAN: Well, I’ll give you another one.
JUSTICE ALITO: Well, it would be nonsense.
JUSTICE KAGAN: I’ll give you another one, Mr. Jay. So suppose I say don’t buy peanut butter cookies, pecan pie -- this is the key one,
ready -- brownies, or any dessert that otherwise contains nuts. Do I -- do I violate the injunction if I buy nutless brownies?
MR. JAY: So I think that the reason that that hypothetical -- so I think I would say no. Do I -- do you violate the injunction if you -*44 JUSTICE KAGAN: In other words, can I buy nutless brownies?
MR. JAY: I think so -- I think you can. And I think that the reason -- the reason for that is that “brownies” is a -- is a term that might or
might not, you know, be read to include brownies with nuts or -- or -- or brownies otherwise.
But I don’t think that you have that permissible reading of “on sale” here. And, in addition --
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JUSTICE KAGAN: You’re saying it’s not even like a little bit doubtful what “on sale” means?
MR. JAY: Certainly not by the time the AIA was -- was enacted, no, I don’t think that it was. I don’t think that it was doubtful by -- by
any dictionary that we found, either when the bar was enacted or when it was recodified in 1952, or when it was reenacted in 2011. So,
no, I don’t think it’s a permissible reading. And in your -JUSTICE KAGAN: Because in Mr. Shanmugam’s excellent brief, he -(Laughter.)
*45 JUSTICE KAGAN: -- he certainly seems to think that “on sale” means something different from what you thought it meant. And
I guess what my hypothetical is designed to do is to say, look, let’s take a term that could be read one way or the other and then let’s
attach that “otherwise” language to it. And it seems pretty clear that the “otherwise” language would be doing something.
MR. JAY: So -- well, of course, it is doing something on both sides’ reading and I think that, you know, that it creates this new category
-JUSTICE KAGAN: Yeah, yeah, yeah.
MR. JAY: -- but -- right.
JUSTICE KAGAN: You know what I mean.
MR. JAY: I do. And -- but in that -- in both of his excellent briefs you won’t find any dictionary definition anywhere of “on sale,” no -- no
engagement with the meaning of “on sale.” There’s just -- just a cross-reference to the government’s brief.
And the government cites a dictionary that says that “on sale” means available for purchase by customers. And a customer is just *46
someone who buys something. I -- it certainly doesn’t mean available in an open, you know, non-hidden way, and it doesn’t mean
available to the entire world.
One sale to one willing purchaser has always been an invalidating sale. And I think that the reason for that -- one reason for that, this
Court brought out in Pfaff is that it gives the inventor him- or herself a degree of predictability. The inventor controls when -- when
she wants to place her invention on sale.
If, instead -- if it were something more ambiguous that involved when the invention is not just sold by the inventor to a wholesaler or
sold by the wholesaler to a retailer, but instead when it was placed on sale by the retailer at the end of the process.
JUSTICE KAVANAUGH: But given your position. I’m -- Im sorry. Given your position, you have the wrong answer to the brownies
hypothetical, I think.
MR. JAY: Oh, so if you -- if you -- my answer to the brownies hypothetical is -- is based on the idea -*47 JUSTICE KAVANAUGH: As a term, it covers with nuts or without nuts. Right?
MR. JAY: So I -- I guess it -- right. It depends -JUSTICE KAVANAUGH: Maybe we lost the hypothetical.
MR. JAY: Yeah, right. I guess maybe I’m -- maybe I’m misunderstanding the hypothetical or at least maybe we’re having a disagreement
about what -- what it means to be -- to be a brownie.
(Laughter.)
JUSTICE BREYER: Well, it’s a good --
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JUSTICE KAVANAUGH: You were saying it’s ambiguous -(Laughter.)
JUSTICE KAVANAUGH: You were saying it’s ambiguous. I’m saying that is not ambiguous, right? And you were saying “on sale” is not
ambiguous.
MR. JAY: I -- so I am saying that “on sale” is ambiguous. And I guess if you -JUSTICE KAVANAUGH: Not -MR. JAY: -- if you open the dictionary and -*48 JUSTICE KAVANAUGH: You’re saying it’s not ambiguous, “on sale”?
MR. JAY: I’m saying that “on sale” is not ambiguous. It certainly was not ambiguous when -- when chosen for continued inclusion in
the AIA.
JUSTICE KAVANAUGH: Even though it says “otherwise available to the public,” it’s still not ambiguous?
MR. JAY: Even though it says “otherwise available to the public,” it’s still not ambiguous, that’s right, because it -- it would take more
than that. And I agree -- I agree with Mr. Stewart when -- when he answered this question.
It would take more than that to unsettle the meaning of a term with such a lengthy history and would be a very indirect way, as I think
Your Honor brought out in your question in the top half of the argument, to accomplish that.
So whatever the definition -- dictionary definition, of “brownie” may be, and I guess -- I confess I’m not up on that, I -- I think that the
-- the meaning of “on sale” is *49 sufficiently unambiguous.
And it certainly -- it certainly is not the case that “otherwise” is some talismanic word that is used in statutes, you know, to unsettle
the meaning of -- of words that come before it. I think the best examples that we can give are “the party or other activity that
damages the house” in Barnhart. “Party” -- “party,” of course, is not even a term of art.
JUSTICE KAVANAUGH: You cite the Paroline case as an example of a case where a term -- a statute was structured like this, and the
term in the catch-all then was used to influence the interpretation of the preceding terms.
MR. JAY: It was -JUSTICE KAVANAUGH: Why is that different?
MR. JAY: It was used as -- the Court said, it was used -- it summarized what the -- you know, what the preceding terms did. It certainly
wasn’t used to change or unsettle a preexisting meaning. I think it’s different for a couple of reasons.
*50 One, the Court said in Paroline: Number 1, that it might well have reached the same conclusion even in if that language didn’t
appear in the statute because of the strong statute presumption that remedial statutes contain a proximate cause element. And, you
know, that, I -- is on page 446 of the opinion.
And then on the next page, you’ll see that the -- the Court has a paragraph dealing with the -- with the other language, and it does
two things: One, it treats it as a series modifier because it is equally applicable to each of the five categories that’s come before.
That was kind of like the argument that the other side was making in the court of appeals, that “otherwise available to the public” is
a -- is a series modifier that actually modifies, as a matter of English grammar, the terms that come before it in the list. And they’ve
abandoned that argument, and that’s why we’re not talking anymore about the rule of the last antecedent.
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And then the third thing was -- was the point about summarizing the categories that come before. In this case, we just don’t think
*51 that “available to the public” is a fair summary of “on sale” either as a matter of ordinary English or as a matter of the specialized
meaning that this Court has given it.
And I think that Mr. Shanmugam, you know, suggested that, you know -- you know, Judge Hand kind of created this, the policy
behind the on-sale bar, as being something about commercializing. But I think the history goes much further back that than that,
and I would urge the Court to look at a number of the late 19th-century cases, such as Consolidated Fruit-Jar, in which the Court said
that the inventor is not allowed to derive any benefit from the sale or the use of his machine unless he begins -- unless he applies for
patenting within the then grace period.
JUSTICE GORSUCH: Mr. Jay, say we disagree with you, just for the purposes of this hypothetical, and think that the introduction of
the “otherwise” clause introduced some ambiguity about what “on sale” means now.
I understand the Patent Office has an *52 interpretation of this statute. What should we do with that, if anything, or should we ignore
it?
MR. JAY: I -- I think that it -- it would only be relevant if it had the power to persuade. This Court has never given deference to the
Patent Office on substantive questions of patentability, on what it takes to overcome the bars put in the statute by Congress where
Congress has said you may not have a patent if X, Y, or Z.
Now, this Court has any number of decisions in which it has held that a patent issued by the Patent Office in conformance with the
-- the office’s then examination guidelines were invalid.
So we think it’s entitled to respectful consideration, just as the government’s amicus brief in this case is entitled to respectful
consideration, but we respectfully disagree with it. We don’t think that -- particularly because it doesn’t deal with the meaning of
“on sale” and in its attempt to reconcile that with the new language, it -- its suggestion of this new test *53 about availability to the
public, meaning the ultimate consumer, that’s not based in anything, text or definition or history or case law of any kind.
But -- so we think that a virtue of our position is that you don’t need to get into the question of what it means to be available to the
public when you’re considering a sale. You know, a sale or an offer for sale is a concept that has been baked into this statute for a
long time.
Mr. Stewart urged the Court to look at a number of aspects of this transaction, and Mr. Shanmugam, in sort of the -- the end of his
four-part litany of why this -- why this invention was not available to the public, mentioned that this was a development agreement.
Now, I would urge the Court to look at part 1 of the Federal Circuit’s opinion, which deals with the question of whether this was a sale
at all. That’s a pretty specific inquiry into whether the preconditions for this sale prevent it from being a sale, as that term is used and
has been used for many, many years.
*54 The other side, of course, didn’t seek certiorari on that question. We don’t think it’s properly before the Court. What they did seek
certiorari on is -- and if you look specifically at the question presented, it doesn’t use “available to the public”; it refers specifically
to secrecy, to -- to the existence of a confidentiality agreement, you know, a third party that is obligated to keep the invention
confidential.
That’s the only manifestation of not available to the public that they put in the question presented. And I think you’ve heard that, you
know, the government is not defending that view, and we think that that adopting that view under which stickering a -- an offer or a
product with a confidentiality agreement, and thereby taking it off the table for purposes of the on-sale bar, would be an incredibly
problematic view for -- for a variety of reasons.
One, it would be easy to do. Two, it -- it would seriously undermine the purpose of the -- the on-sale bar because it would allow not
just isolated commercialization, but really *55 rampant commercialization.
And then the third -- a third point about what it means to be available to the public, about whether this -- this distributor should
count, and this goes back to a question that Justice Sotomayor asked about, you know, if you asked a consumer, you know, what -what would it mean to be -- to be on sale. I think if you ask a pharmaceutical company what does it mean for your product to be on
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sale, what that pharmaceutical company would say is we’re selling it to a distributor, because as we’ve cited and as we explained in
our brief, 90 percent of the pharmaceuticals in this country are sold not -- not directly from the manufacturer to a consumer, but to
a wholesaler or a -- or a distributor. That’s how they are sold.
And so the implications of adopting this ultimate consumer test would be to give the pharmaceutical industry, in particular, and any
other industry that operates primarily through wholesalers and distributors a real free pass from the on-sale bar.
And that -- getting back to the basic *56 purpose of the bar, that would undermine the statutory term, right? The -- as the Court said
in Pfaff, confining the duration of the monopoly to the statutory term is one of the two key principles of the -- underlying the on-sale
bar.
We think that because Helsinn placed its invention on sale and it was willing -- and part 3 of the Federal Circuit’s opinion -- opinion
explains why it was ready for patenting, so it had one year in which to apply for a patent. It chose not to do that.
And then, many years later, after the AIA was passed, it went back to the Patent Office and it tried to get -- and it got a patent
that would be subject to the AIA that was, as the Federal Circuit explained, indistinguishable from -- for -- for relevant purposes,
materially indistinguishable, from the pre-AIA patents it had -- it had obtained.
And it said that the sale that had invalidated -- that was going to invalidate its prior pre-AIA patents doesn’t invalidate this postAIA patent. So I think it’s difficult for Helsinn to say that it’s not withdrawing *57 anything from the stock of knowledge by getting a
patent.
JUSTICE KAGAN: Mr. Jay, would the prior secret sale of an invention by somebody other than the patentholder invalidate the
patentholder’s patent?
MR. JAY: I think the answer is yes, but I -- I’ve not seen cases like that because I think it would be exceptionally difficult to discover.
Whereas the way the sale in this case came to light and the way in which sales in patent cases generally come to light is through
discovery from the inventor.
You know, as the Court said in Pfaff, you want the inventor to have control about the timing and the choice to commercialize the
invention.
And so a rule that gives the inventor control over that necessarily has to leave out the possibility that someone else might also have
the invention and start selling it, but that’s not been an implementation problem in reality.
If the Court has no further questions, I’m prepared to yield back the balance of my *58 time.
CHIEF JUSTICE ROBERTS: Thank you, counsel.
Mr. Shanmugam, you have four minutes remaining.
REBUTTAL ARGUMENT OF KANNON K. SHANMUGAM ON BEHALF OF THE PETITIONER
MR. SHANMUGAM: Thank you, Mr. Chief Justice.
Our fundamental submission today is a simple one. It is that the phrase “on sale” should not be read in a vacuum but, rather, in the
context of the surrounding language.
And the fundamental problem and the dispositive problem, I would respectfully submit, with Mr. Jay’s submission, is that it really
would read the word “otherwise” out of the statute.
I think that the hypotheticals that were proffered to Mr. Jay make that clear. But let me, at the risk of introducing another one, point
to this Court’s decision in one of my favorite statutory interpretation cases, United States versus Standard Brewery. That is the case
that involved the Wartime Prohibition Act *59 which prohibited the use of grains to manufacture, and the language of the statute,
“beer, wine and other intoxicating malt or Venice liquor for beverage purposes.”
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And believe it or not, there was actually a case in which a party was making non-intoxicating beer, and the question was whether the
statute applied to that. And the Court said no, applying the very principles that we are articulating here.
And The Court’s rationale was that the qualifying words “other intoxicating” in this act cannot be rejected. In the words of Justice Day,
if the intention was to include beer or wine, whether intoxicating or not, the use of this phraseology was quite superfluous.
And I would respectfully submit that Mr. Jay really has no alternative way of reading the very familiar term “otherwise.” Mr. Jay today,
as in his excellent brief, suggests that otherwise could be read to cover situations in which there is some overlap.
We know that the public use bar and the on sale bar have considerable overlap in many cases. But it would, of course, have been
*60 nonsensical for Congress to have said “in public use or otherwise on sale.” That doesn’t make sense as a matter of basic English.
And Respondents can point to none of this Court’s many cases involving catch-all provisions that support that approach to the
statutory language.
JUSTICE BREYER: You have a whole brief, I mean, you know, you have a brief, I mean, everybody’s is excellent. Okay?
But the point is that -- that there is a brief which gives the instance of an inventor who talks daily through the internet, or otherwise,
to 60,000 people and he tells those 60,000 people about his invention.
And that, they say, and similar or other circumstances, are what this last phrase is meant to cover.
MR. SHANMUGAM: Just as -JUSTICE BREYER: Now, that gives a meaning to it.
MR. SHANMUGAM: Yes. Just as in Standard Brewery, right? That catch-all provision was presumably included for a reason, to
include other malt or Venice beverages. *61 That’s always true -JUSTICE BREYER: Sometimes. Sometimes yes, sometimes no.
MR. SHANMUGAM: -- with a catch-all provision. That would have been true of the catch-all provision in Seatrain Lines, the catch-all
provision in Paroline. And yet these cases consistently make clear that these sorts of catch-all provisions identify a key characteristic
that the preceding provisions should be understood to share.
And we know from the legislative history that that was the better view of Congress’s intent here.
And while Respondents have this very convoluted explanation of the evolution of the statutory language, the one thing they can’t
point to is any legislative history that construes the final version of the AIA in the way that they suggest.
Now, I want to say just a word about this contrary argument about on sale which really relies on interpreting on sale in vacuo.
I made the point in my opening argument that there are no cases of this Court *62 that would come out differently under our
interpretation. I did not hear Respondents to suggest differently.
And, Justice Kagan, to the extent that you asked a question along these lines about, well, can we put together Pfaff and these Federal
Circuit cases and get enough to get to some notion of ratification, our interpretation retains Pfaff. It retains both the holding of Pfaff,
because I think that that was a case where there was availability to the public.
It was a somewhat unusual product because it was a custom-made product. And so I think Texas Instruments really was the sum
total of the relevant public, but I think the outcome would be the same.
And our whole point about why Congress used this final formulation, to respond to Justice Kavanaugh’s questions on this point, was
to retain the existing jurisprudence surrounding the bars.
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And, in particular, with regard to Pfaff, Pfaff, as the Court will be aware, articulated the ready for patenting requirement. That is a
requirement in our view *63 that very much would continue to have force. The experimental use exception to which Mr. Stewart
referred would also continue to have force.
And that explains, I think, even the legislative history, the little bit of legislative history to which Respondents point, and in particular
Representative Lofgren’s statement, because by retaining those phrases, while adding the catch-all provision, Congress made clear
that that jurisprudence should be retained.
The judgment of the Federal Circuit should be reversed. Thank you.
CHIEF JUSTICE ROBERTS: Thank you, counsel.
The case is submitted. I am sure we’ll come up with an excellent opinion.
(Laughter.)
(Whereupon, at 11:59 a.m., the case was submitted.)
End of Document
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FERGUSON
2018 WL 6427714 (C.D.Cal.) (Trial Pleading)
United States District Court, C.D. California.
Terrence FERGUSON, an individual, aka 2 Milly, Plaintiff,
v.
EPIC GAMES, INC., a North Carolina corporation; and Does 1 through 50, inclusive, Defendants.
No. 2:18-cv-10110.
December 5, 2018.
Complaint for: 1. Direct Infringement of Copyright; 2. Contributory Infringement of Copyright; 3. Violation of the Right
of Publicity under California Common Law; 4. Violation of the Right of Publicity under Cal. Civ. Code s 3344; 5. Unfair
Competition Under Cal. Bus. & Prof. Code s 17200, et seq.
John M. Pierce (SBN 250443), Carolynn Beck (SBN 264703), Daniel Dubin(SBN 313235), Pierce Bainbridge Beck Price & Hecht LLP,
600 Wilshire Boulevard, Suite 500, Los Angeles, California 90017-3212, (213) 337-0065, jpierce@piercebainbridge.com, cbeck@
piercebainbridge.com, ddubin@piercebainbridge.com; David L. Hecht (NY4695961) (pro hac vice admission pending), Maxim Price
(NY684858) (pro hac vice admission pending), Yi Wen Wu (NY5294475) (pro hac vice admission pending), 20 West 23rd Street,
Fifth Floor, New York, New York 10010, (212) 484-9866, dhecht@piercebainbridge.com, mprice@piercebainbridge.com, wwu@
piercebainbridge.com, for plaintiff Terrence Ferguson.
Case No.
Demand for Jury Trial
Plaintiff Terrence Ferguson, aka 2 Milly, (“Plaintiff or “Ferguson”), by and through his undersigned counsel, asserts the following
claims against Defendant Epic Games, Inc. (“Epic”) and Does 1 through 50 (collectively referred to as “Defendants”), and alleges as
follows:
I. OVERVIEW
1. Through its unauthorized misappropriation of Ferguson’s highly popular dance craze, the “Milly Rock,” in its video game, Fortnite
Battle Royale (“Fortnite”), Epic has unfairly profited from exploiting Ferguson’s protected creative expression and likeness.
2. Ferguson, also known by the alter ego and stage name, “2 Milly,” is a professional rapper, who created the self-named Milly Rock
dance, which exploded in popularity following Ferguson’s 2014 release of his hit song, also titled, “Milly Rock,” and its accompanying
music video that demonstrates the dance.
3. Defendants capitalized on the Milly Rock’s popularity, particularly with its younger fans, by selling the Milly Rock dance as an
in-game purchase in Fortnite under the name “Swipe It,” which players can buy to customize their avatars for use in the game. This
dance was immediately recognized by players and media worldwide as the Milly Rock. Although identical to the dance created,
popularized, and demonstrated by Ferguson, Epic did not credit Ferguson nor seek his consent to use, display, reproduce, sell, or
create a derivative work based upon Ferguson’s Milly Rock dance or likeness.
4. Since being released in or around September 2017, Fortnite has become among the most popular video games ever with sales
far in excess of $1 billion. Indeed, Fortnite made approximately $318 million in May 2018 alone, the “biggest month ever for a video
game.” As a free-to-play game, Fortnite derives its sales exclusively through these types of in-game purchases. Epic should not be
able to profit from Ferguson’s fame and hard work by its intentional misappropriation of Ferguson’s original content or likeness.
Ferguson seeks injunctive relief and damages, including, but not limited to, Epic’s profits attributed to its improper use of the Milly
Rock and Ferguson’s likeness.
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II. THE PARTIES
5. Ferguson resides in Brooklyn, New York. He is better known as the popular rapper, 2 Milly.
6. Epic is a North Carolina business corporation with its principal place of business at 620 Crossroads Boulevard, Cary, NC 27518.
Epic is the creator and developer of the Fortnite video game franchise, which was first released in July 2017.
III. SUBJECT MATTER JURISDICTION AND VENUE
7. The Court has subject matter jurisdiction over this action pursuant to 28 U.S.C. § 1331 (federal question), 28 U.S.C. § 1332 (diversity),
and 28 U.S.C. § 1367 (supplemental jurisdiction).
8. Venue is proper in this District under A) 28 U.S.C. § 1391(b)(2) (federal question jurisdiction), because a substantial part of the
events or omissions giving rise to the claim occurred in this District; and B) 28 U.S.C. §§ 1391(b)(1) and (c) (personal jurisdiction),
because all defendants are subject to personal jurisdiction in this State and at least one in this District.
IV. FACTUAL BACKGROUND
A. 2 Milly and the Creation of the Milly Rock
9. Raised in the New York City borough of Brooklyn, Ferguson has been rapping with his childhood friends since he was 13 years old
under the name “2 Milly.” Ferguson’s music focuses on his life as a rapper growing up in a rough, predominantly African-American
Brooklyn neighborhood, and emphasizes his unique style and perspectives.
10. In 2011, four years before releasing the “Milly Rock” single, Ferguson created a dance, which he later named the Milly Rock after
himself, while listening and dancing to music with his friends. The dance is distinctive and immediately recognizable.
11. Since creating the dance, Ferguson incorporated it into his performances around New York City. Ferguson also posted videos
of himself and his friends, who later formed the rap group, Stack Paper, performing the dance on YouTube and other social media
platforms including Instagram and Facebook.
12. In August 2014, Ferguson released “Milly Rock,” a rap that celebrates the dance he created years ago. The song was accompanied
by a music video posted on YouTube, where Ferguson is depicted performing the dance that he named after his stage name, 2 Milly,
with his friends in his hometown of Brooklyn. The hook of the song features Ferguson, as 2 Milly, rapping the lyric, “I Milly Rock on any
block.” The Milly Rock song made the iTunes top 200 chart in its first week and was the most added single on urban radio.
13. The song exploded in popularity the following summer as various celebrities, including Rihanna, Chris Brown, and Wiz Khalifa
posted themselves performing the dance on social media. By the end of the 2015 summer, the Milly Rock music video had over one
million views on YouTube and thousands of people began posting their own videos showing themselves performing the Milly Rock. The
video now has nearly 18 million views on YouTube. The video can be found at https://www.youtube.com/watch?v=PMzDoFuVgRg.
14. Since its release in 2014 and its rise to fame in 2015, the Milly Rock song and dance maintained its popularity. Ferguson continues
to successfully use the Milly Rock commercially. Ferguson performs the Milly Rock song and dance at concerts, events and festivals.
Indeed, in 2015, the recording artist, Jacques Webster II, also known as Travis Scott, performed the Milly Rock, alongside Ferguson,
at the popular Summer Jam Festival. Moreover, other artists have sought and been granted licenses from Ferguson in exchange for
compensation to perform the Milly Rock in their concerts and performances.
15. The Milly Rock has become synonymous with Ferguson, who is unanimously credited with creating the dance that bears his stage
name, and who performs the Milly Rock song and dance at every performance. Ferguson has also been interviewed several times
about the creation of the Milly Rock and how to properly perform it. Accordingly, the Milly Rock is a part of Ferguson’s identity and
the dance’s unique movements readily evoke imagery of Ferguson’s Milly Rock music video.
B. Fortnite: The Most Popular Video Game Ever
16. Even prior to releasing Fortnite, which would become among the most popular and successful video games ever, Epic had already
developed two popular video game franchises: Unreal and Gears of War. Since releasing the first Gears of War game in 2005, Epic
released several subsequent Gears of War video games, and the franchise has made has made over $1 billion in total sales.
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17. At or around 2011, following the release of the third Gears of War installment, Fortnite began from an Epic internal video game
hackathon, or a gathering of Epic developers to brainstorm ideas and create games in a short period. Although the Fortnite game
was not developed during the hackathon, the idea to merge building games (i.e., Minecraft) and shooter games (i.e., Gears of War or
Call of Duty) emerged during the Hackathon.
18. On or around July 2017, Epic released the initial version of Fortnite as a paid early-access video game. However, by September 2017,
after PlayerUnknown’s Battlegrounds—a game which occupied the same “battle royale” genre as Fortnite—became a worldwide
success, Epic released Fortnite Battle Royale, a free-to-play battle royale third person shooting game on the Windows, macOS,
PlayStation 4 and Xbox One platforms. Epic subsequently released Fortnite on the iOS, Nintendo and Android platforms on April 2,
2018, June 12, 2018, and August 9, 2018, respectively.
19. Similar to PlayerUnknown’s Battlegrounds, Fortnite utilizes the battle royale format where up to 100 players, alone, in pairs, or
groups, compete to be the last player or group alive.
20. As a free-to-play video game, Epic allows players to download and play Fortnite for free. Fortnite is supported by in-game
transactions where players can purchase virtual currency, called “Vinderbucks” or “V-Bucks.” The players in turn use V-Bucks to
purchase customizations for their in-game avatars, including new characters, pickaxe modifications, glider skins, clothes and emotes
(dances or movements). Fortnite also sells “Battle Passes” or additional levels that allow you to unlock skins, gliders, and emotes
unique to that Pass. Fortnite offers four pricing levels for purchasing V-Bucks:
1) 1,000 V-Bucks for $9.99;
2) 2,500 (+300 Bonus) V-Bucks for $24.99;
3) 6,000 (+1,500 Bonus) V-Bucks for $59.99; or
4) 10,000 (+3,500 Bonus) V-Bucks for $99.99.
21. There are four types of emotes: common emotes, uncommon emotes, rare emotes, and epic emotes. The rarer the emote, the
more expensive or harder it is to obtain. Uncommon emotes cost 200 V-Bucks. Rare emotes cost 500 V-Bucks. And Epic emotes cost
800 V-Bucks.
22. To start, Fortnite provides each player with the Dance Moves emote, a common emote, for no compensation. Players can then
obtain other emotes by purchasing and playing additional levels in Battle Passes (950 V-Bucks each) that come with emotes unique
to that Pass, or by purchasing certain emotes directly with V-Bucks. On some occasions, Fortnite sells Battle Pass emotes directly,
without requiring the player to purchase the Battle Pass.
23. Emotes are incredibly popular and are fundamental to Fortnite’s success. Players purchase emotes, alongside clothing and skins,
to personalize their Fortnite experience. Emotes have also become popular outside Fortnite. Professional athletes in soccer and
other sports have based their celebrations on Fortnite emotes. Young adults, teenagers, and kids also post videos of themselves on
YouTube and social media performing emotes under various hashtags, including #fortnitedance or #fortnitevideos.
24. Upon information and belief, Epic creates emotes by copying and coding dances and movements directly from popular videos,
movies, and television shows without consent. Epic does so by coding still frames of the source material. For example, upon and
information and belief, Epic coded the “Ride the Pony” emote, frame-by-frame, from the “Gangnam Style” dance made famous by
the Korean entertainer, Psy. The Ride the Pony emote and Psy’s dance are identical in every respect. On information and belief, Epic
did not obtain Psy’s authorization for copying the dance and including it in Fortnite.
25. However, Epic has consistently sought to exploit African-American talent in particular in Fortnite by copying their dances and
movements. Epic has copied the dances and movements of numerous African-American performers, including, for example, the
dance from the 2004 Snoop Dogg music video, “Drop It Like It’s Hot” (named the “Tidy” emote), Alfonso Ribeiro’s performance of
his famous “Carlton” dance on The Fresh Prince of Bel-Air television show (named the “Fresh” emote), the dance performed by Will
Smith on the same television show (named the “Rambunctious” emote), the dance in Marlon Webb’s popular “Band of the Bold”
video (named the “Best Mates” emote), Donald Faison’s signature dance seen on the NBC television show Scrubs (named the “Dance
Moves” emote), and, most pertinent here, Terrence Ferguson’s Milly Rock dance. Upon information and belief, Epic did not seek
consent or authorization to use any of these movements or dances.
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26. Soon after its release, Fortnite became an international phenomenon. The game eclipsed 10 million players merely two weeks
after its release; 125 million players by July 2018. In November 2018, Bloomberg announced that Fortnite had 200 million player
accounts across all platforms.
27. Fortnite’s popularity has translated into record sales for Epic. Analysts have estimated that since its release, Fortnite has generated
between $1 billion to $2 billion in revenue through in-game purchases such as emotes. In May 2018, Fortnite broke its own record by
generating approximately $318 million in revenue, the biggest month ever for a video game. In fact, nearly 80 million people played
Fortnite in August 2018. Because of Fortnite’s success, Epic’s estimated valuation rose from about $825 million to about $5 billion.
Bloomberg estimates that Epic’s valuation could grow to $8.5 billion by 2018’s end.
28. Upon information and belief, Epic will likely continue adding popular emotes to Fortnite without the artists’ or creators’ consent
or approval to attract more players and add to its ever-growing revenue.
C. Fortnite’s Unauthorized Use of the Milly Rock
29. On July 12, 2018, Fortnite released its Season 5 Battle Pass. Players could purchase the Battle Pass, alongside its accompanying
emotes and other customizations, for the regular price of 950 V-Bucks. As part of the Season 5 Pass, Fortnite offered a new rare
emote that it called “Swipe It.” According to Fortnite, players can obtain the Swipe It emote as a reward from Tier 63 of the Season 5
Battle Pass. Also, on certain occasions, Fortnite sold the Swipe It emote separately for 500 V-Bucks.
30. The “Swipe It” emote is identical to Ferguson’s Milly Rock dance. If obtained or purchased, the Fortnite player’s avatar can
perform the dance during Fortnite gameplay. The reaction from many players worldwide was immediate recognition of the emote as
embodying the “Milly Rock” while others likely believed it was Epic’s original creation.
31. Upon information and belief, Epic intentionally developed the Swipe It emote to intentionally mimic Ferguson performing the
Milly Rock. In fact, players had asked for it by name in various online forums relating to Fortnite.
32. Epic did not seek to obtain Ferguson’s authorization or consent for its use of his likeness and the Milly Rock for the Swipe It emote.
33. Moreover, Ferguson did not give Epic express or implied consent for its use of his likeness and the Milly Rock for the Swipe It
emote. Epic also did not compensate Ferguson for its use of his likeness and the Milly Rock for the Swipe It emote.
34. Upon information and belief, Epic added the Swipe It emote to intentionally exploit the popularity of Ferguson, Ferguson’s Milly
Rock song, and the Milly Rock dance without providing Ferguson any form of compensation.
35. Epic profited from its improper misappropriation of the Milly Rock and Ferguson’s likeness by, inter alia: 1) selling the infringing
Swipe It emote directly to players; 2) selling the Season 5 Battle Pass that contains the Swipe It emote; 3) advertising the Swipe It
emote to attract additional players, including 2 Milly’s fans or those persons familiar with the Milly Rock to play Fortnite and make
in-game purchases; 4) staying relevant to its current players to incentivize those players to continue playing Fortnite; 5) impliedly
representing that Ferguson consented to Epic’s use of his likeness; 6) erroneously cause the association of the Swipe It with the Milly
Rock; 7) creating the false impression that 2 Milly endorsed Fortnite; and 8) inducing and/or contributing to Fortnite players’ avatars
performing the Milly Rock dance.
36. Upon information and belief, Epic uses the Milly Rock, and other dances, to create the false impression that Epic started these
dances and crazes or that the artist who created them is endorsing the game. Indeed, players have posted thousands of videos
of themselves performing the “Swipe It” emote with the hashtag, #fortnitedance, without referencing the Milly Rock or crediting
Ferguson as the dance’s creator and owner. Accordingly, upon information and belief, Epic actively and knowingly directs, causes,
induces, and encourages others, including, but not limited to, its players, designers, suppliers, distributors, resellers, software
developers, and repair providers, to misappropriate Ferguson’s likeness and the Milly Rock dance.
37. Ferguson has stated in interviews that he does not consent or approve Epic’s use of his likeness and the Milly Rock for the Swipe It
emote. Other prominent artists, including Chancelor Bennett, known as Chance the Rapper, have also publicly disapproved of Epic’s
practices, and advocated for Epic sharing profits with the artists that created these dances.
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38. Accordingly, Epic made a fortune from unlawfully and unfairly misappropriating Ferguson’s and other artists’ creative expression
and likeness without crediting or compensating these artists. Ferguson thus bring this lawsuit to prevent Fortnite from further using
his likeness and the Milly Rock, and to recover the profits rightfully owed to him.
FIRST CAUSE OF ACTION
(For Direct Infringement of Copyright Against All Defendants)
39. Ferguson hereby repeats and realleges the allegations set forth in paragraphs 1 through 38, above, as though fully set forth herein.
40. On or around August 2014, Ferguson’s “Milly Rock” music video was published to YouTube where it can be accessed by millions
of people. The Milly Rock music video shows Ferguson, as 2 Milly, rapping and performing the Milly Rock dance with his friends.
41. Ferguson is the undisputed creator of the wildly popular and immediately recognizable Milly Rock dance. Ferguson’s videos are
the original depictions of the Milly Rock dance.
42. Ferguson is in the process of registering the Milly Rock dance with the United States Copyright Office. On December 4, 2018,
Ferguson submitted an application for copyright registration of the Milly Rock dance and assigned Copyright Office case number
1-7192939861.
43. Defendants have infringed and continue to infringe Ferguson’s copyrights in the Milly Rock by selling the Milly Rock dance
emote as an in-game purchase, under the name “Swipe It” that, if purchased, a player can use to make his or her avatar perform
during Fortnite gameplay; substantially copying the Milly Rock in digital form to the Fortnite game; advertising the Milly Rock in its
promotional materials; and creating the Swipe It emote as a derivative work of the Milly Rock.
44. Defendants did not seek to obtain Ferguson’s permission for its use of the Milly Rock for the Swipe It emote. Nor have Defendants
compensated or credited Ferguson for their use of the Milly Rock.
45. Moreover, Defendants actively and knowingly directed, caused, induced, and encouraged others, including, but not limited to, its
players, designers, suppliers, distributors, resellers, software developers, and repair providers, to misappropriate Ferguson’s likeness
and the Milly Rock dance.
46. Defendants’ acts of infringement have been willful, intentional, and purposeful, in disregard of and with indifference to Plaintiffs rights.
47. Defendants’ willful and continued unauthorized use of the Milly Rock for commercial gain has caused and will continue to cause
confusion and mistake by leading the public to erroneously associate the Swipe It emote offered by Epic with the Milly Rock in
violation of 17 U.S.C. §§ 101 et seq.
48. As a result of Defendants’ conduct, Ferguson has been damaged by being precluded from receiving his rightful share of the
profits earned by Epic for its improper and unlicensed use of Ferguson’s exclusive copyrights in the Milly Rock dance in Fortnite.
49. Ferguson is entitled to permanent injunctive relief preventing Defendants, and their officers, agents, and employees, and all
related persons from further using the Milly Rock and engaging in other acts in violation of Copyright law.
50. As a direct and proximate result of Defendants’ infringement of Plaintiffs copyrights and exclusive rights under copyright,
Ferguson is also entitled to recover damages, including attorneys’ fees, and any profits obtained by Defendants as a result of the
infringements alleged above, in an amount according to proof to be determined at the time of trial.
51. In doing the acts herein alleged, Defendants acted fraudulently, willfully, and with malice, and Ferguson is therefore entitled to
punitive damages according to proof at the time of trial.
SECOND CAUSE OF ACTION
(For Contributory Infringement of Copyright Against All Defendants)
52. Ferguson hereby repeats and realleges the allegations set forth in paragraphs 1 through 51, above, as though fully set forth
herein.

© 2018 Thomson Reuters

WESTLAW JOURNAL

n

INTELLECTUAL PROPERTY | 39

FERGUSON

DOCUMENT SECTION B

53. Ferguson is in the process of registering the Milly Rock dance with the United States Copyright Office. On December 4, 2018,
Ferguson submitted an application for copyright registration of the Milly Rock dance and assigned Copyright Office case number
1-7192939861.
54. Defendants have infringed and continue to infringe Ferguson’s copyrights in the Milly Rock by selling the Milly Rock dance
emote as an in-game purchase, under the name “Swipe It” that, if purchased, a player can use to make his or her avatar perform
during Fortnite gameplay; substantially copying the Milly Rock in digital form to the Fortnite game; advertising the Milly Rock in its
promotional materials; and creating the Swipe It emote as a derivative work of the Milly Rock.
55. By providing the Swipe It emote necessary for its players to commit direct copyright infringement, Defendants has and continues
to materially contribute to the unauthorized reproductions and distributions by its players of the Milly Rock.
56. Defendants did not seek to obtain Ferguson’s permission for its use of the Milly Rock for the Swipe It emote. Nor have Defendants
compensated or credited Ferguson for their use of the Milly Rock.
57. Moreover, Defendants actively and knowingly directed, caused, induced, and encouraged others, including, but not limited to, its
players, designers, suppliers, distributors, resellers, software developers, and repair providers, to misappropriate Ferguson’s likeness
and the Milly Rock dance.
58. Defendants’ acts of infringement have been willful, intentional, and purposeful, in disregard of and with indifference to Plaintiffs rights.
59. Defendants’ willful and continued unauthorized use of the Milly Rock for commercial gain has caused and will continue to
cause confusion and mistake by leading the public to erroneously associate the Swipe It emote offered by Epic with the Milly Rock
in violation of 17 U.S.C. §§ 101 et seq.
60. As a result of Defendants’ conduct, Ferguson has been damaged by being precluded from receiving his rightful share of the
profits earned by Epic for its improper and unlicensed use of Ferguson’s exclusive copyrights in the Milly Rock dance in Fortnite.
61. Defendants’ conduct is causing and, unless enjoined and restrained by this Court, will continue to cause Plaintiff great and
irreparable injury that cannot be compensated or measured in money. Plaintiff has no adequate remedy at law. Pursuant to 17 U.S.C.
§ 502, Plaintiff is entitled to injunctive relief, prohibiting further contributory infringements of Plaintiffs copyrights.
62. As a direct and proximate result of Defendants’ infringement of Plaintiffs copyrights and exclusive rights under copyright,
Ferguson is also entitled to recover damages, including attorneys’ fees, and any profits obtained by Defendants as a result of the
infringements alleged above, in an amount according to proof to be determined at the time of trial.
63. In doing the acts herein alleged, Defendants acted fraudulently, willfully, and with malice, and Ferguson is therefore entitled to
punitive damages according to proof at the time of trial.
THIRD CAUSE OF ACTION
(For Violation of the Right of Publicity Under California Common Law Against All Defendants)
64. Ferguson hereby repeats and realleges the allegations set forth in paragraphs 1 through 63, above, as though fully set forth herein.
65. Through their use of Milly Rock dance as an in-game dance emote that can be purchased, Defendants misappropriated Ferguson’s
identity. The Swipe it emote depicts Ferguson performing the Milly Rock dance. Upon information and belief, Defendants created the
Swipe It emote by capturing and digitally copying Ferguson performing the Milly Rock. Defendants then utilized the digital copy to
create code that, if purchased, allows player avatars to perform the Milly Rock dance.
66. Defendants did not seek or obtain Ferguson’s authorization or consent for its use of his likeness for the Swipe It emote. Nor have
Defendants compensated or credited Ferguson for their use of the Milly Rock.
67. Defendants used Ferguson’s likeness to generate significant wealth by: 1) selling the infringing Swipe It emote directly to players;
2) selling the Season 5 Battle Pass that contains the Swipe It emote; 3) advertising the Swipe It emote to attract additional players,
including 2 Milly’s fans or those persons familiar with the Milly Rock to play Fortnite and make in-game purchases; 4) staying relevant
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to its current players to incentivize those players to continue playing Fortnite; 5) impliedly representing that Ferguson consented to
Epic’s use of his likeness; 6) erroneously cause the association of the Swipe It with the Milly Rock; 7) creating the false impression that
2 Milly endorsed Fortnite; and 8) inducing and/or contributing to Fortnite players’ avatars performing the Milly Rock dance.
68. As the rapper, 2 Milly, Ferguson exploits his identity by performing at concerts, events and festivals. Ferguson was damaged by
Defendants’ conduct as he was prevented from reaping the profits of licensing his likeness to Defendants for commercial gain.
69. Defendants’ conduct caused and will continue to cause confusion and mistake by leading the public to erroneously believe that
Ferguson consented to the use of his likeness in the Fortnite game.
70. Ferguson is entitled to permanent injunctive relief preventing Defendants, and their officers, agents, and employees, and all
related persons from further using his likeness.
71. Ferguson is also entitled to recover damages, including any profits obtained by Defendants as a result of the infringements
alleged above, in an amount according to proof to be determined at the time of trial.
FOURTH CAUSE OF ACTION
(For Violation of the Right of Publicity Under Cal. Civ. Code § 3344 Against All Defendants)
72. Ferguson hereby repeats and realleges the allegations set forth in paragraphs 1 through 71, above, as though fully set forth herein.
73. Through their use of Milly Rock dance as an in-game dance emote that can be purchased, Defendants misappropriated Ferguson’s
identity. The Swipe it emote depicts Ferguson performing the Milly Rock dance. Upon information and belief, Defendants created the
Swipe It emote by capturing and digitally copying Ferguson performing the Milly Rock. Defendants then utilized the digital copy to
create code that, if purchased, allows player avatars to perform the Milly Rock dance.
74. Defendants did not seek or obtain Ferguson’s authorization or consent for its use of his likeness for the Swipe It emote. Nor have
Defendants compensated or credited Ferguson for their use of the Milly Rock.
75. Defendants used Ferguson’s likeness to generate significant wealth by: 1) selling the infringing Swipe It emote directly to players;
2) selling the Season 5 Battle Pass that contains the Swipe It emote; 3) advertising the Swipe It emote to attract additional players,
including 2 Milly’s fans or those persons familiar with the Milly Rock to play Fortnite and make in-game purchases; 4) staying relevant
to its current players to incentivize those players to continue playing Fortnite; 5) impliedly representing that Ferguson consented to
Epic’s use of his likeness; 6) erroneously cause the association of the Swipe It with the Milly Rock; 7) creating the false impression that
2 Milly endorsed Fortnite; and 8) inducing and/or contributing to Fortnite players’ avatars performing the Milly Rock dance.
76. As the rapper, 2 Milly, Ferguson exploits his identity by performing at concerts, events and festivals. Ferguson was damaged by
Defendants’ conduct as he was prevented from reaping the profits of licensing his likeness to Defendants for commercial gain.
77. Defendants’ conduct caused and will continue to cause confusion and mistake by leading the public to erroneously believe that
Ferguson consented to the use of his likeness in the Fortnite game.
78. Ferguson is entitled to permanent injunctive relief preventing Defendants, and their officers, agents, and employees, and all
related persons from further using his likeness.
79. Ferguson is also entitled to recover damages, including any profits obtained by Defendants as a result of the infringements
alleged above, in an amount according to proof to be determined at the time of trial.
FIFTH CAUSE OF ACTION
(Unfair Competition Under Cal. Bus. & Prof. Code § 17200)
80. Ferguson hereby repeats and realleges the allegations set forth in paragraphs 1 through 79, above, as though fully set forth herein.
81. By misappropriating Ferguson’s copyright and likeness through the improper use of the Milly Rock dance, Defendants have
engaged in business acts or practices that constitute unfair competition in violation of Cal. Bus. & Prof. Code. § 17200.

© 2018 Thomson Reuters

WESTLAW JOURNAL

n

INTELLECTUAL PROPERTY | 41

FERGUSON

DOCUMENT SECTION B

82. As a result of Defendants’ violations, Defendants have unjustly enriched themselves by: 1) selling the infringing Swipe It emote
directly to players; 2) selling the Season 5 Battle Pass that contains the Swipe It emote; 3) advertising the Swipe It emote to attract
additional players, including 2 Milly’s fans or those persons familiar with the Milly Rock to play Fortnite and make in-game purchases;
4) staying relevant to its current players to incentivize those players to continue playing Fortnite; 5) impliedly representing that
Ferguson consented to Epic’s use of the Milly Rock and his likeness; 6) erroneously cause the association of the Swipe It with the
Milly Rock; 7) creating the false impression that 2 Milly endorsed Fortnite; and 8) inducing and/or contributing to Fortnite players’
avatars performing the Milly Rock dance.
83. As a result of Defendants’ conduct, Ferguson has been damaged by being precluded from receiving his rightful share of the
profits from selling or licensing his exclusive copyright in the Milly Rock dance.
84. Moreover, Ferguson was damaged by Defendants’ conduct as he was prevented from reaping the profits of licensing his likeness
to Defendants for commercial gain.
85. Ferguson is entitled to permanent injunctive relief preventing Defendants, and their officers, agents, and employees, and all
related persons from further using his likeness.
86. Ferguson is also entitled to recover damages, including any profits obtained by Defendants as a result of the infringements
alleged above, in an amount according to proof to be determined at the time of trial.
PRAYER FOR RELIEF
As to the First Cause of Action:
1. For an order restraining Defendants from using, selling, or displaying Ferguson’s copyright in its Fortnite game;
2. For an award of damages according to proof;
3. For punitive and/or exemplary damages;
4. For attorney’s fees and costs;
As to the Second Cause of Action:
5. For an order restraining Defendants from using, selling, or displaying Ferguson’s copyright in its Fortnite game;
6. For an award of damages according to proof;
7. For punitive and/or exemplary damages;
8. For attorney’s fees and costs;
As to the Third Cause of Action:
9. For an order restraining Defendants from using Ferguson’s likeness in its Fortnite game;
10. For an award of damages according to proof;
As to the Fourth Cause of Action:
11. For an order restraining Defendants from using, selling, or displaying Ferguson’s copyright in its Fortnite game;
12. For an award of damages according to proof; and
13. For punitive and/or exemplary damages;
As to the Fifth Cause of Action:
14. For an order restraining Defendants from using, selling, or displaying Ferguson’s copyright in its Fortnite game;
15. For an award of damages according to proof; and
As to All Causes of Action:
16. For costs of suit; and
17. For such other and further relief as the Court may deem proper.
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Dated: December 5, 2018
Respectfully Submitted,
Pierce Bainbridge Beck Price & Hecht LLP
By: /s/Carolynn Beck
Carolynn Beck
Attorneys for Plaintiff Terrence Ferguson
JURY TRIAL
Plaintiff Terrence Ferguson requests a trial by jury on all issues to which it is entitled a jury.
Dated: December 5, 2018
Respectfully Submitted,
Pierce Bainbridge Beck Price & Hecht LLP
By: /s/Carolynn Beck
Carolynn Beck
John M. Pierce (SBN 250443)
jpierce@piercebainbridge.com
Carolynn Beck (SBN 264703)
cbeck@piercebainbridge.com
Daniel Dubin(SBN 313235)
ddubin@piercebainbridge.com
600 Wilshire Boulevard, Suite 500
Los Angeles, California 90017-3212
(213) 337-0065
David L. Hecht (NY4695961) (pro hac vice admission pending)
dhecht@piercebainbridge.com
Maxim Price (NY684858) (pro hac vice admission pending)
mprice@piercebainbridge.com
Yi Wen Wu (NY5294475) (pro hac vice admission pending)
wwu@piercebainbridge.com
20 West 23rd Street, Fifth Floor
New York, New York 10010
(212) 484-9866
Attorneys for Plaintiff Terrence Ferguson
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LEGALFORCE
2018 WL 6179319
Only the Westlaw citation is currently available.
United States District Court, C.D. California.
LEGALFORCE, INC., a Delaware corporation, Plaintiff,
v.
LEGALZOOM.COM, INC., a Delaware corporation, Defendant.
Case No. 2:18-cv-06147-ODW-GJS
Filed 11/27/2018
ORDER GRANTING DEFENDANT’S MOTION TO TRANSFER VENUE [20]
OTIS D. WRIGHT, II UNITED STATES DISTRICT JUDGE
I. INTRODUCTION
*1 Presently before the Court is Defendant Legalzoom.com, Inc.’s Motion to Transfer Venue to the United States District Court for the
Northern District of California, San Francisco Division. For the following reasons, the Court GRANTS Defendant’s Motion to Transfer
Venue.1
II. FACTUAL AND PROCEDURAL BACKGROUND
Defendant Legalzoom.com, Inc. (“LegalZoom”) is in the business of providing access to legal self-help solutions and pre-paid
legal service plans to the public. (Mot. to Transfer Venue (“Mot.”) 2, ECF No. 20-1.) Plaintiff Legalforce.com, Inc. (“LegalForce”) is
purportedly one of LegalZoom’s competitors. (Id.)
On December 19, 2017, LegalForce filed a complaint in the Northern District of California, styled LegalForce RAPC Worldwide, P.C. et
al. v. LegalZoom.com, Inc. et al., 3:17-cv-07194-MMC (the “Northern District Action”), asserting several claims against LegalZoom and
other defendants. (Mot. 2; see also Decl. of Michelle C. Doolin (“Doolin Decl.”) ¶ 2, ECF No. 20-2.) LegalForce filed a First Amended
Complaint on January 2, 2018. (Mot. 3.) Then, LegalForce subsequently sought leave to amend the First Amended Complaint, which
the court rejected due to LegalForce’s failure to file a proposed Second Amended Complaint. (Id.) The defendants moved to dismiss
the First Amended Complaint. (Id.) While LegalZoom’s motion to dismiss was pending, LegalForce renewed its request for leave to
amend the First Amended Complaint and voluntarily dismissed every defendant except LegalZoom. (Id.) The court then granted
LegalZoom’s motion to dismiss the First Amended Complaint for failure to state a claim. (Id.) The court granted LegalForce’s request
to file a Second Amended Complaint for the sole purpose of curing the deficiencies identified by the court in the order granting
dismissal of the First Amended Complaint. (Id. at 3–4.)
On May 17, 2018, LegalForce filed its Second Amended Complaint. (Doolin Decl. Ex. 1, ECF No. 20-3.) This complaint included no
new claims. (Mot. 4.) On the following day, LegalForce filed a motion for leave to file a Third Amended Complaint, which included six
additional claims. (Doolin Decl. Ex. 6, ECF No. 20-3.) LegalZoom moved to dismiss the Second Amended Complaint and Legalforce
filed a statement of non-opposition, and instead, requested the court grant leave to file a Third Amended Complaint. (See Doolin
Decl. Ex. 8, ECF No. 20-3.)
The court denied LegalForce’s motion for leave to amend a Third Amended Complaint, finding that disregarding the Second Amended
Complaint in favor of the Third Amended Complaint would “not serve the interests of judicial economy, as it will unnecessarily
prolong the pleading stage.” (Doolin Decl. Ex. 8.) Nonetheless, the court provided LegalForce with a second opportunity to oppose
LegalZoom’s motion to dismiss the Second Amended Complaint. (Mot. 5.) On July 9, 2018, before the court ruled on the motion to
dismiss, LegalForce voluntarily dismissed the Second Amended Complaint. (Id.) Without an operative complaint, the court in the
Northern District Action closed the case for “statistical purposes.” (Doolin Decl. Ex. 1.)
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*2 On July 16, 2018, LegalForce filed a complaint against LegalZoom in this Court. (See generally Compl., ECF No. 1.) The Complaint
contains the same claims for trademark infringement and cyberpiracy that LegalForce asserted in its Third Amended Complaint in
the Northern District of California. (See Ex. 11, ECF No. 20-3.)
III. LEGAL STANDARD
A district court may transfer an action to any district or division “where the action might have originally been brought” to promote the
convenience of the parties and witnesses and the interests of justice. 28 U.S.C. § 1404(a). Section 1404(a) “gives a district court broad
discretion to transfer a case to another district where venue is also proper.” Amini Innovation Corp. v. JS Imports, Inc., 497 F. Supp. 2d
1093, 1108 (C.D. Cal. 2007); see also Commodity Futures Trading Comm’n v. Savage, 611 F.2d 270, 279 (9th Cir. 1979) (“Weighing of the
factors for and against transfer involves subtle considerations and is best left to the discretion of the trial judge.”).
Alternatively, a district court has the inherent power to transfer or dismiss an action if it believes the case arises from judge-shopping.
Alvarado v. Bank of Am., N.A., No. CIV. S-08-2862 LKK/DAD, 2009 WL 720875, at *2 (E.D. Cal. Mar. 17, 2009) (citing Hernandez v. City
of El Monte, 138 F.3d 393, 399 (9th Cir. 1998)). Pursuant to this district’s Local Rules, “[i]t is not permissible to dismiss and thereafter
refile an action for the purpose of obtaining a different judge.” C.D. Cal. L.R. 83-1.2.1. Moreover, “[w]henever an action is dismissed
by a party or by the Court before judgment and thereafter the same or essentially the same claims, involving the same or essentially
the same parties, are alleged in another action, the later-filed action shall be assigned to the judge to whom the first-filed action was
assigned.” C.D. Cal. L.R. 83-1.2.2.
IV. DISCUSSION
The Court finds this case is appropriate for transfer back to the Northern District of California pursuant to both § 1404(a) and the
Court’s inherent authority to prevent judge shopping.
A. Transfer Pursuant to § 1404(a)
To transfer this case to the Northern District of California, the Court must find: 1) the transferee court is one where the action “might
have been brought,” and 2) the parties’ and witnesses’ conveniences, as well as the interests of justice, favor transfer. Metz v. U.S. Life
Ins. Co., 674 F. Supp. 2d 1141, 1145; see also Hatch v. Reliance Ins. Co., 758 F.2d 409, 414 (9th Cir. 1985).
1. The transferee court is one where the action “might have been brought.”
Transferring pursuant to § 1404(a) requires “demonstrating that subject matter jurisdiction, personal jurisdiction, and venue would
have been proper if the plaintiff had filed the action in the district to which transfer is sought.” Metz, 674 F. Supp. 2d at 1145. Here,
subject matter jurisdiction exists because LegalForce’s infringement claims arise under federal law and the remaining claims are a part
of the same case or controversy. See 28 U.S.C. §§ 1331, 1367. Personal jurisdiction is also proper because both parties’ principal place
of business is in California. See Daimler AG v. Bauman, 571 U.S. 117, 137 (1990); (see also Compl. ¶¶ 2, 3.). Lastly, venue is proper in the
Northern District of California because both parties assert that a substantial part of the events giving rise to this claim occurred there.
(Doolin Decl. Ex. 6.) Accordingly, LegalForce could have brought, and actually did bring, this action in the Northern District of California.
2. Convenience and interests of justice.
*3 As the Northern District of California is a proper venue, as established above, the decision to transfer turns on the convenience
of parties and witnesses, and the interests of justice. See Young Props. Corp. v. United Equity Corp., 534 F.2d 847, 852 (9th Cir. 1976).
a. Convenience of the parties and witnesses.
Generally, “[t]he weight given to the plaintiff’s choice of forum diminishes when the plaintiff resides outside the chosen forum.” Siddiqi
v. Gerber Prods. Co., No. CV 12-1188 PA (RZx), 2012 WL 11922412, at *4 (C.D. Cal. Mar. 26, 2012). Here, LegalForce does not reside
in the Central District of California. (Mot. 2.) LegalForce is a Delaware corporation with its principal place of business in Mountain
View, California. (Id.) Thus, LegalForce’s choice of forum is given minimal weight. Alternatively, the Northern District of California is
a convenient forum for both parties, given that LegalForce originally filed this case in the Northern District’s San Francisco division,
and LegalZoom is moving to transfer the case back to that district. (Doolin Decl. Ex. 1.) Regarding witnesses, LegalZoom does not
anticipate that any witnesses will be called. (Mot. 13.) LegalForce offers nothing more than conjecture and speculation regarding the
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location of possible witnesses. LegalForce fails to identify the witnesses that would have information sufficient to support its claims
and notes only that they would “probably” be found in the Central District of California. (LegalForce’s Opp’n to LegalZoom’s Mot. to
Transfer (“Opp’n”) 11, ECF No. 23.) However, to the extent LegalForce has any witnesses, they are more likely located in the Northern
District, where LegalForce’s principal place of business is located. Accordingly, transferring this case to the Northern District does not
appear to cause inconvenience to the parties or witnesses.
b. The interests of justice favor transfer.
In deciding whether the interests of justice favor transfer to another district court, a court should consider:
(1) the location where the relevant agreements were negotiated and executed, (2) the state that is most familiar
with the governing law, (3) the plaintiff’s choice of forum, (4) the respective parties’ contacts with the forum,
(5) the contacts relating to the plaintiff’s cause of action in the chosen forum, (6) the differences in the costs of
litigation in the two forums, (7) the availability of compulsory process to compel attendance of unwilling nonparty witnesses, and (8) the ease of access to sources of proof.
Jones v. GNC Franchising, Inc., 211 F.3d 495, 498–99 (9th Cir. 2000). Since many of the factors are inapplicable to the case at hand,
the Court will discuss only the relevant factors.
i. Plaintiff’s choice of forum is a result of judge-shopping.
Generally, a “[p]laintiff’s choice of forum, while taken into account, is not a sufficiently strong factor to deny the motion to transfer”
venue. F.T.C. v. Watson Pharm., Inc., 611 F. Supp. 2d 1081, 1090 (C.D. Cal. 2009). A key “ ‘interest of justice’ factor is the prevention of
forum shopping.” Wireless Consumers All., Inc. v. T-Mobile USA, Inc., No. C 03-3711 MHP, 2003 WL 22387598, at *5 (N.D. Cal. Oct. 14,
2003). “If there is any indication that plaintiff’s choice of forum is the result of forum shopping, plaintiff’s choice will be accorded little
deference.” Williams v. Bowman, 157 F. Supp. 2d 1103, 1106 (N.D. Cal. 2001). Moreover, “concerns of forum-shopping are potentially
present when a plaintiff pursues litigation outside his home district.” Mitchell v. Deutsche Bank Nat’l Tr. Co., No. SAVC 15-01307-CJC
(JCGx), 2015 WL 12867746, at *3 (C.D. Cal. Oct. 29, 2015). Forum shopping could reasonably be inferred if the plaintiff files the same
or similar case represented by the same law firm in a different district after receiving unfavorable rulings there. See Carrera v. First
Am. Home Buyers Prot. Co., No. CV 11-10242-GHK (FFMx), 2012 WL 13012698, at *6 (C.D. Cal. Jan. 24, 2012); see also Alexander v.
Franklin Resources, Inc., No. C 06–7121 SI, 2007 WL 518859, at *4 (N.D. Cal. Feb. 14, 2007). “[E]vidence of plaintiff’s attempt to avoid
a particular precedent from a particular judge weighs heavily in the context of [the interests of justice] and would often make the
transfer of venue proper.” Wireless Consumers All., 2003 WL 22387598, at *5.
*4 Here, LegalForce’s actions indicate forum-shopping. LegalForce filed its claims in this district after receiving unfavorable rulings
in the Northern District. Judge Chesney granted LegalZoom’s motion to dismiss the First Amended Complaint, eventually allowed a
limited revision through a Second Amended Complaint, and denied leave to file a Third Amended Complaint. (Mot. 8.) When LegalForce
did not get the result it wanted in the Northern District Action, it dismissed that action and refiled the same case here. (Mot. 8.)
LegalForce argues, “[i]f plaintiff is seeking a new judge, defendant also has reasons to reverse-forum shop and be heard before a
judge that has once ruled in its favor.” Shields v. Amerigas Propane, Inc., No. 2:15-cv-00754-KJM-EFB, 2015 WL 5436772, at *4 (E.D.
Cal. Sept. 15, 2015). LegalForce also contends that “the record supports an equal likelihood of forum and/or judge shopping by both
parties, weighing neither for nor against transfer.” (Opp’n 13 (quoting Shields, 2015 WL 5436772, at *4).) However, unlike Shields,
the parties in this case did not stipulate to dismiss the Northern District Action. Plaintiff LegalForce, on its own accord, decided to
voluntarily dismiss its case. Further, this Court has not issued any orders and has not decided any substantive motions (except for
the one currently before this Court). LegalForce’s attempt to find a new court for claims previously rejected by the Northern District
Action is not well taken by this Court. Accordingly, this factor weighs in favor of transferring back to the Northern District.
ii. Difference in cost of litigation in the two forums.
For purposes of judicial economy, a court’s familiarity with the facts of a case and legal issues weigh in favor of transferring to that
district. See Carerra, 2012 WL 13012698, at *6. “[T]his instant case will require consideration of many of the issues considered in [the
previous action], ... . [and] [j]udicial resources are conserved when an action is adjudicated by a court that has already committed judicial
resources to the contested issues and is familiar with the facts of the case.” Shields, 2015 WL 5436772, at *6–7 (E.D. Cal. Sept. 15, 2015).
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Here, LegalForce alleged essentially the same claims based on the same underlying facts as asserted in the Northern District Action.
(Mot. 5.) Moreover, since Judge Chesney presided over the matter for nearly 8 months, she is readily familiar with the parties and
the facts of this case. Judge Chesney issued numerous substantive orders in that case, and in many instances, attempted to resolve
the numerous pleading issues caused by LegalForce’s lack of diligence in properly pleading its case. LegalForce argues that Judge
Chesney does not have familiarity with the new claims that were also present in the Third Amended Complaint because she rejected
the complaint as premature. (Opp’n 5, 14.) However, Judge Chesney recognized LegalForce’s attempt to waste judicial resources (as
it has done in this case as well) by prematurely attempting to file another amended complaint without addressing the deficiencies
identified by LegalZoom in the motion to dismiss. See Order Den. as Premature Pl.’s Mot. for Leave to File Third Am. Compl., Northern
District Action (N.D. Cal. June 20, 2018). That Judge Chesney did not allow LegalForce to plead new causes of action as identified in
the proposed Third Amended Complaint does not mean that Judge Chesney was not familiar with the underlying facts of the case.
For the reasons discussed above, it is appropriate to transfer this case to the Northern District of California pursuant to U.S.C.
§ 1404(a).
B. Court’s Inherent Power to Prevent Judge-Shopping
*5 Additionally, the Court finds it proper to transfer this case back to the Northern District pursuant to its inherent authority. Courts
possess inherent powers that are “governed not by rule or statute but by the control necessarily vested in courts to manage their
own affairs so as to achieve the orderly and expeditious disposition of cases.” Link v. Wabash R. Co., 370 U.S. 626, 630–31 (1996).
Judge shopping abuses the judicial process and a court may dismiss the action or impose other suitable sanctions. Hernandez, 138
F.3d at 398–99. Moreover, “[w]henever an action is dismissed by a party or by the Court before judgment and thereafter the same or
essentially the same claims, involving the same or essentially the same parties, are alleged in another action, the later-filed action
shall be assigned to the judge to whom the first-filed action was assigned.” C.D. Cal. L.R. 83-1.2.2.
Here, LegalForce abused the judicial process by judge-shopping. LegalForce voluntarily dismissed the Northern District Action
and refiled the case in this district. LegalForce’s only basis for dismissing its case and refiling in this district is speculation that
“Judge Chesney made it clear that she did not wish for this case to come before her.” (Opp’n 5.) However, Judge Chesney closed
the case because LegalForce voluntarily dismissed its Second Amended Complaint. See Notice of Voluntary Dismissal, Northern
District Action (N.D. Cal. July 9, 2018). Without an operative complaint, there is no case or controversy before the court. Based on
the Court’s review of the pleadings before this Court and those in the Northern District Action, the only basis the Court can infer
from LegalForce’s voluntary dismissal and subsequent refiling in another district is to forum shop. Although the Court is inclined to
levy monetary sanctions against LegalForce for its blatant forum-shopping, the Court will instead exercise its inherent authority to
transfer this case back to the United States District Court for the Northern District of California.
V. CONCLUSION
For the reasons discussed above, the Court GRANTS LegalZoom’s Motion to Transfer Venue. The Clerk of the Court shall transfer this
case to the United States District Court for the Northern District of California.
IT IS SO ORDERED.
All Citations
Slip Copy, 2018 WL 6179319
Footnotes
1

After carefully considering the papers filed in support of the Motion, the Court deemed the matter appropriate for decision
without oral argument. Fed. R. Civ. P. 78; C.D. Cal. L.R. 7-15.
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