
The news shocked everyone. Just under a year ago,
an average American mom was fined about $2
million for the illegal file sharing of 24 songs.1

Mother-of-four Jammie Thomas-Rasset of Minnesota
was found liable for willfully violating music copyrights
and ordered to pay record companies $80,000 per song.2

At the time, the record companies did not expect
Thomas-Rasset to be able to pay the full fine but said
that they would reach a settlement with her.3 At a pre-
vious trial in 2007, she was fined $222,000, but that case
was thrown out due to a jury instruction error.4 What
did Thomas-Rasset do to get a $2 million judgment
against her? She engaged in peer-to-peer file sharing,
sharing from which she did not even profit.

Not only were music fans, some of whom were prob-
ably guilty of the same crime, outraged, but musicians
were as well. Richard Marx is one of the artists whose
song Thomas-Rasset shared.5 He did not, however, share
the sentiment of the court, and felt the fine was too
hefty.6 Marx said, “So now we have a ‘judgment’ in a

case of illegal downloading, and it seems to me, espe-
cially in these extremely volatile economic times, that
holding Ms. Thomas-Rasset accountable for the contin-
uing daily actions of hundreds of thousands of people is,
at best, misguided and, at worst, farcical. Her accounta-
bility itself is not in question, but this show of force
posing as judicial come-uppance is clearly abusive. Ms.
Thomas Rasset, I think you got a raw deal, and I’m
ashamed to have my name associated with this issue.”7

In addition to Marx, Moby called it “utter non-
sense” and went on to say, “Punishing people for lis-
tening to music is exactly the wrong way to protect the
music business.”8

While music fans and musicians expressed outraged by
the decision, attorneys questioned its constitutionality. 

According to the U.S. copyright statute, the plaintiff
can choose between actual damages suffered or statutory
damages any time before the final judgment is entered.9

Realistically, if the plaintiff suffered actual damages of
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Early in my term as chair of the IP Section of the
Tennessee Bar Association, I suggested that we
start producing an IP Section newsletter.

Notwithstanding that she had just started her own solo
practice, Amy Everhart quickly volunteered. As part
of accepting the responsibility for the newsletter, Amy
asked me to write an article for the newsletter. I
quickly agreed … and promptly missed the deadline
for submission. Amy graciously granted me a second
opportunity to write an article for another issue; how-
ever, when I sat down to write the article on recent
issues involving the Lanham Act, it occurred to me
that my time might be better used writing a brief letter
to each of our section members.

As all of us know, the last year has been full of chal-
lenges both for our clients and for our field of law.
When our clients face the choice between keeping the
lights on or filing a trademark application or related
litigation arises, the answer generally is pretty simple �
keep the lights on. I am proud to say that, even during
these trying times, our section has embarked on new
initiatives to increase the services that we provide to
our members and their clients and increase the visi-
bility of the intellectual-property practitioners in
Tennessee. These initiatives include this quarterly
newsletter and increasing the number of intellectual-
property CLEs offered (up from once per year to twice
per year). The section also is in the process of working

to obtain an intellectual-property listing in Chambers
USA to make it easier for potential clients to identify
and locate intellectual-property lawyers in Tennessee.

I wish to thank the section’s Executive Committee:
Paul Kruse, Doug Johnson, Alicia Oliver, Mark
Plotkin, and Ed Lanquist, and our TBA liaisons, Lynn
Pointer and Britt Simonson, for their hard work and
dedication throughout the year. I also wish to give a
special thank-you to Amy Everhart and her editorial
board, who have worked tirelessly on our inaugural
newsletters (despite late submissions by authors like
me). I hope many of you will consider joining the
executive committee, contributing articles to the
newsletter, or attending the section’s CLEs over the
next year. I look forward to our section’s continued
growth and success in the coming years. IP
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$50, she would most likely ask the court for statutory
damages. The U.S. Copyright Act states that statutory
damages must be no less than $750, and for willful
infringement, no more than $150,000.10 The law, how-
ever, does not provide guidelines for how to decide
what the fine should be, and the only requirement in
the statute is that the damages be “just.”11

According to legal scholars Pamela Samuelson and
Tara Wheatland, courts often award statutory damages
arbitrarily.12 In UMG Recordings Inc. v. MP3.com Inc.,
the court awarded statutory damages in the amount of
$25,000 for each infringed CD.13 With 4,700 CDs, the
total damages award came to $118 million.14 The court
reasoned that “the potential for huge profits in the rap-
idly expanding world of the Internet is the lure that
tempted … MP3.com to break the law and that will
also tempt others to do so if too low a level is set for
the statutory damages in this case.”15

In Thomas-Rasset’s case, the trial judge estimated
actual damages to be $50.16 so why the $1.92 million
statutory award? 

It is obvious that the music industry wanted to send
a message to any future copyright violators, and there-
fore, an argument may be made that punitive-damages
awards based on “teaching a lesson” may be unconsti-
tutional. The U.S. Supreme Court has held that
“grossly excessive” punitive-damage awards are uncon-
stitutional.17 In BMW of North America Inc. v. Gore,
the court said imposing punitive damages is proper to
further a state’s legitimate interest of punishment and
deterrence for illegal conduct.18 A “grossly excessive”
punitive-damage award, however, violates the due
process clause of the 14th Amendment.19 The court
considered three criteria when determining if a puni-
tive-damage award is “grossly excessive”: (1) the repre-
hensibility of the defendant’s conduct, (2) the
disparity between the plaintiff ’s harm and the puni-
tive-damages award, and (3) the difference between
these punitive damages and the civil penalties
imposed in similar cases.20

A problem with the Copyright Act is that it does
not include a definition of “willful.”21 Courts have
defined “willfulness” as the defendant’s knowing her
actions were infringing or acting with reckless disre-
gard of the copyright law.22 Often, courts have broadly
interpreted willfulness as including “those who merely
should have known their conduct was infringing.”23

(For criminal copyright infringement, the standard of
proof for willfulness is higher, and the maximum
damage award is $250,000.24 Infringers can be subject
to civil and criminal actions for the same act.)

Samuelson and Wheatland say the Copyright Act
of 1976 has a “tripartite structure” — “very modest
damages for the exceptional cases of innocent
infringement, a rather broad range of damages for ordi-
nary infringement, and enhanced levels of damages for
the exceptional cases of willful infringement.”25 They
criticize many cases as focusing too much on “deter-

rence and punishment,” as many “ordinary infringe-
ments” are found to be willful.26

The origins of U.S. copyright law intended to help
copyright owners assess damages from infringement of
their works when such damages were difficult to ascer-
tain.27 The Copyright Act of 1909 spelled out statutory
damages for certain kinds of infringement, such as $10
for each infringing performance of a musical composi-
tion.28 The law specifically stated that statutory dam-
ages “shall not be regarded as a penalty.”29 Courts often
awarded actual damages if they could be proven, and,
in fact, the Supreme Court held that, if actual damages
could be proven, then statutory damages were not
available.30 One purpose of the Copyright Act of 1976
was to stop excessive punitive awards, but it has not
had this effect.31 The statutory-damages section of the
Copyright Act was amended in 1999, allowing higher
damage awards to deter infringement.32 The problem,
as Samuelson and Wheatland see it, is that statutory
damages are used for punitive purposes.33

Factors courts consider in deciding statutory damages
include “(1) any revenues the plaintiff may have lost as
a result of the infringement; (2) the expenses saved or
the profits gained by the defendant in connection with
the infringement; (3) the value or nature of the plain-
tiff’s copyrights; (4) the need to deter the defendant and
others similarly situated from committing future
infringements; (5) the defendant’s financial situation;
(6) the defendant’s state of mind; and (7) in the case of
willful infringement, the need to punish the defen-
dant.”34 The courts have discretion in how they assess
these factors in determining statutory damages, meaning
one factor could carry more weight than another.35

Samuelson cites RSO Records Inc. v. Peri36 as an
example of a case in which an excessive damage award
was justified. In that case, the defendant ran a counter-
feit sound-recording business and made substantial
profits from infringement that, due to his poor record-
keeping, were hard to measure.37 The court awarded
$1.45 million.38 Samuelson believes the similarity in
damages between Thomas-Rasset and Peri is punish-
ment for “the sins of all file sharers.”39

In Philip Morris USA v. Williams,40 the U.S.
Supreme Court held that punishing the defendant for
injury against those not party to the litigation is
unconstitutional. The Court explained, “In our view,
the Constitution’s due process clause forbids a state to
use a punitive damages award to punish a defendant
for injury that it inflicts upon nonparties or those
whom they directly represent, i.e., injury that it inflicts
upon those who are, essentially, strangers to the litiga-
tion. For one thing, the due process clause prohibits a
state from punishing an individual without first pro-
viding that individual with ‘an opportunity to present
every available defense.’”41 According to Samuelson,
“juries seem to be punishing these individuals for the
acts of millions of other file sharers who are ‘strangers
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to the litigation’ on behalf of copyright owners who are
also ‘strangers to the litigation’ as to copyrighted works
that are not before the court.”42

Samuelson called on the court to use due process as
the basis for reducing grossly excessive statutory-dam-
ages awards in peer-to-peer file-sharing cases to $750,
which she says has become the norm.43 She cited
twelve cases regarding peer-to-peer file-sharing where
damages were fairly awarded and advocated that
because of these cases, the grossly excessive damage
awards like that in Thomas-Rasset should be reduced.44

On January 22, the damage award against Thomas-
Rasset was remitted to $54,000, $2,250 per song.45 The
court held that deterrence was not reason enough for
the grossly excessive damage award.46 “Moreover,” the
court added, “although plaintiffs were not required to
prove their actual damages, statutory damages must still
bear some relation to actual damages.”47 The court set
the damage award at three times the minimum statu-
tory damages amount and emphasized that even the
remitted award was “significant and harsh.”48 This
ruling represents the first time a judge has reduced a
damage award in a copyright case.49

Days later, the record companies offered to settle
with Thomas-Rasset for $25,000, but she refused to
settle,50 opening the doors to a third trial, which is set
for October 4.51 IP

DINA M. DI MAIO is an attorney in Tennessee and New York.
A former freelance writer and editor, she gives talks and
teaches on legal issues for writers.  
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At no point did I intend to practice international
law. That is, my initial naïve understanding of
U.S. patent law led me to believe that I would

be dealing with the U.S. Patent Office, and whatever
complications that may arise would be in regard to fully
understanding U.S. bureaucracy, inventions and eccen-
tric inventors. Although, for
the most part, this has proven
true, I failed to realize that the
U.S. Patent Office has its own
idea of things. One of those
ideas is that international infor-
mation is a big part of the
patent prosecution process. As
anyone who has attempted to
obtain a patent knows, the U.S.
Patent Office, with only slight
limitations, is free to search and
locate any number of foreign
documents to be used to show
that an invention is not new. In
such cases, the inventor will
almost always first look to the
all-important date associated with the foreign docu-
ment. This may seem like a simple matter at first, until
one realizes that not all dates are created equal. 

At some point, inventors or attorneys will encounter
oddly dated foreign documents, or be forced to search
for and obtain copies of such oddly dated foreign docu-
ments. For example, many Japanese documents and
other official papers issued by the Japanese government
comply with a Japanese-era calendar, in contrast to the
Gregorian calendar found in the United States. It is not
uncommon to review such a Japanese patent document,
including the filing date, publication date, and issue
date, and literally have no idea what dates are being
shown. At this time, you will have to locate and convert
the Japanese-era calendar dates of the documents into
the corresponding Gregorian calendar dates. 

To locate and convert a Japanese-era calendar date
to a corresponding Gregorian calendar date, you must
first understand what is denoted by the Japanese-era
calendar date. The Japanese-era calendar date is the
combination of the current Japanese-era name and the
year number within the era. The most relevant
Japanese eras for current documents include the Taishō
era of 1912 to December 25, 1926, followed by the
Shōwa era of December 26, 1926 to January 7, 1989,
and followed by the Heisei era of January 8, 1989, to
current, each reflecting periods based on the reigns of
recent Japanese emperors Taishō, Shōwa and Heisei.
(Japanese emperors Hirohito, Mutsuhito and
Yoshihito were each renamed posthumously.) For
dated documents of a respective reign, the date of the

Japanese-era calendar would be the first letter of the
reign (T, S and H, for example), followed by the year
number within that reign (i.e., 1, 2, 3 and so forth). 

For example, the Gregorian calendar date of 2000
would be the 12th year of the current Heisei era begin-
ning January 7, 1989, or H12, and 1995 would be the 7th

year of the Heisei era, or H07. The Gregorian calendar
date of 1982 would be the 57th year of the past Shōwa era
of December 25, 1926, to January 7, 1989, or S57, and
1977 would be the 52nd year of the Shōwa era or S52. In
regard to Japanese patent documents, this date is typically
found in a publication or issue number of the document,
such as “H12-123456.” Further, when searching for such
a document, the most successful search terms may then
also include the date in this form, such as “H12-123456.” 

Accordingly, when presented with a Japanese
patent document with the publication number “H12-
123456,” you can quickly determine that publication
of the document occurred in 2000 when considering
the document as possible prior disclosure of an inven-
tion. Further, when searching the Japanese Patent
Office website for documents of a publication date, to
locate a document published in 2000, the search entry
can comprise the “H12” designation. 

For example, a view of the Japanese Patent Office
website search window is shown above in which the user
is prompted to enter at least one of the Japanese-era cal-
endar date or Gregorian calendar date with little expla-
nation. Although the remaining prompts of the search
window give rise to many other questions, surely, one of
the first questions any user would have, myself included,
is “What does that H12 mean?” Now we know. IP

RONALD S. GRuBB is of counsel at Roylance, Abrams, Berdo
& Goodman LLP in Washington, D.C., and practices in the
area of patent prosecution. 
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In the 1980s, traditional American manufacturing
firms were increasingly unable to compete with
cheap foreign labor. Demand remained high for

high-technology goods — electronics, software, chem-
ical products, and pharmaceuticals — and for enter-
tainment — movies, music, and computer games,
industries that are critically dependent on intellectual-
property protection. American brands were also pop-
ular but were increasingly copied by foreign producers
seeking a “free ride” on the fame and goodwill of the
American brands. Because countries were free to
determine what level of intellectual-property protec-
tion they would make available under their domestic
laws, American firms had little recourse if foreign com-
petitors began to copy their products or packaging, to
sell them in local markets and even to export them to
other countries.

Intellectual property is not merely the province of
Silicon Valley and Hollywood. Tennesseans obtain
about 600 to 800 patents each year.1 Infringement and
inadequate protection affected producers all over the
United States — chemical firms in the heartland, phar-
maceutical manufacturers from New York to California,
industries built around music and movies and software,
and even producers of such ordinary products as clothing
or cosmetics. Lost sales affect the ability of innovative
industries to invest in research, and lost sales due to imi-
tated or fake goods threaten jobs at home. Tennessee’s
stake in improved intellectual-property protection
worldwide includes at least two innovative chemical
companies (Eastman in Kingsport and Rohm and Haas
— now part of Dow Chemical — in Knoxville), its
music industry in Nashville, and factories producing
Levis jeans and other goods counterfeited abroad. 

Trade officials took note, and Congress enacted leg-
islation that incorporated intellectual property in U.S.
trade law. Multilateral negotiations led to the forma-
tion of the World Trade Organization (WTO) and
ultimately the adoption of the Agreement on Trade-
Related Aspects of Intellectual Property Rights
(TRIPS), an annex to the WTO Agreement. The
TRIPS Agreement incorporated many of the common
provisions in existing international agreements on
intellectual property, in some cases incorporating
selected provisions of those agreements. It also
addressed a number of the problems faced by industry,
such as some countries’ lack of patent protection for
chemical or pharmaceutical products, or requiring spe-
cial labeling as a condition for registering a trademark.
In effect, these provisions established a basic minimum
level of protection for intellectual property that all
WTO members would have to provide. This repre-
sented a major advance in ensuring protection of
American intellectual property abroad. 

In addition, including intellectual property under
the WTO put teeth into existing international agree-
ments on intellectual property. Before TRIPS, the pri-
mary means for raising the level of protection of
intellectual property in a foreign country was by negoti-
ating to insert an appropriate provision in an interna-
tional agreement. If a country acceded to the agreement
and then failed to live up to its obligations, govern-
ments would confer, but there was no effective means of
recourse. Under the WTO, a member that fails to meet
its TRIPS obligations can be taken to dispute settle-
ment. If the Dispute Settlement Body finds a WTO
member to be in violation of its TRIPS obligations, it
invites the member to remedy the problem, and if the
member fails to do so, the complaining WTO member
can obtain compensation for its losses. This is generally
accomplished by placing tariffs on selected goods from
the member found to be in violation.

Armed with these successes, the United States
embarked on other measures to link stronger intellec-
tual property protection with U.S. trade policy. This
took a number of forms, including conditioning a
country’s access to benefits under our Generalized
System of Preferences on its provision of adequate and
effective intellectual-property protection. Beginning
with the North American Free Trade Agreement
(NAFTA), the United States has pursued these meas-
ures through provisions in a series of free trade agree-
ments with selected foreign countries.

At present, free trade agreements (FTAs) (or trade
promotion agreements — TPAs) are in force between
the United States and seventeen other countries,
shown in Table 1. Agreements with Colombia, Korea
and Panama have been signed and are awaiting
Congressional approval, and a Trans-Pacific

Thinking Globally
Intellectual Property, American Trade Policy and
Tennessee Industry
By Judy Winegar Goans
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Table 1: U.S. Free Trade Agreements

Australia Israel

Bahrain Jordan

Canada Mexico

Chile Morocco

Costa Rica Nicaragua

Dominican Republic Oman

El Salvador Peru 

Guatemala Singapore

honduras
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Partnership Agreement is currently being negotiated
with eight countries.

The terms of FTAs depend on the trade issues con-
fronting American industry. These have varied over
time. Thus, provisions of the U.S.-Israel FTA, in effect
since 1985, are significantly different from those of the
North American Free Trade Agreement — NAFTA —
in effect since 1994, which differ significantly from those
of the U.S.-Australia FTA, which took effect in 2005. 

In general, the United States uses FTAs to nego-
tiate more open market terms and other provisions
favorable to U.S. interests. A common approach is to
incorporate terms of multilateral agreements on intel-
lectual property. These provisions are summarized in
Table 2 below. 

In addition, FTAs sometimes address specific issues
of concern to U.S. industry. The U.S.-Australia FTA,
for example, includes side letters on such topics as the
liability of internet service providers for infringement,
secondary uses of phonograms, and the recognition of
bourbon whiskey and Tennessee whiskey as products
exclusively originating in the United States.2

Next issue: Quick Guide to International Agreements
on Intellectual Property.

JuDY WINEGAR GOANS works in intellectual property and
international trade with Nathan Associates Inc., an eco-
nomics and management consulting firm in Arlington, VA.
(www.nathaninc.com) Goans primarily provides technical
assistance to developing countries and emerging markets
that are attempting to strengthen their intellectual property
systems to meet international norms. 

NOTES
The information presented in this article is not intended as

legal advice. The opinions expressed are those of the author and
do not necessarily reflect the views of her employer. 

1. See http://www.uspto.gov/web/offices/ac/ido/oeip/taf/
cst_utl.htm, accessed March 31, 2010.

2. See http://www.ustr.gov/sites/default/files/uploads/
agreements/fta/australia/asset_upload_file778_3889.pdf,
accessed March 31, 2010.

Table 2: International Agreements Required Under U.S. FTAs

• Parties agree to join the agreement 
+ Parties agree to make best efforts to join the agreement
* Parties recognize or agree to give effect to (at least some provisions of) the agreement
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Berne Convention • • */+

Brussels Satellite Convention • • • • • • • • •

Budapest Treaty • • • • • •

Geneva Phonograms Convention */+

hague Agreement + + + + + + + + +

Madrid Protocol • • + + • • • + +

Paris Convention • • */+

Patent Cooperation Treaty • • • • • • • • •

Patent Law Treaty + + + + + + + +

Singapore Treaty +

Trademark Law Treaty • • • • • • • • *

uPOV • • •/+ • • • */+ • • •

WIPO Copyright Treaty • • • • • • • •

WIPO Performances and Phonograms Treaty • • • • • • • •
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This month’s tips involve confidentiality provi-
sions in technology agreements. Agreements
regarding technology development, services,

hosting, maintenance and support all involve situa-
tions when sensitive information is exchanged
between parties. Companies may share trade secrets
and financial and strategic information with devel-
opers. Service providers may receive, store and manage
sensitive customer and/or patient data. Even mainte-
nance and support services
typically involve the
provider gaining access to
the other party’s sensitive
information in the process
of providing service.

Accordingly, main-
taining the confidentiality
of sensitive information is
usually paramount in tech-
nology agreements. Here
are a few questions to
address when drafting a
confidentiality provision:

Does the definition of
“confidential information”
include the types of infor-
mation your client needs
kept confidential? Talk to your client about the informa-
tion that the other party is going to acquire and make
sure that at least the sensitive information is included in
the definition of confidential information. While cau-
tion may dictate including the proverbial “kitchen sink”
in defining confidential information, sometimes overkill
in the definition can be burdensome if the steps to
maintain confidentiality are rigorous and thus compli-
cate the free interaction necessary to ensure success in
the performance of the services. 

What actions will the parties need to take to make
information confidential under the agreement? This
exercise can easily be overlooked and undermine the
strength of the definition and the provision’s overall
effectiveness. For instance, must confidential informa-
tion be provided in writing? Or can it be verbal? Must
confidential information be marked conspicuously as
“CONFIDENTIAL” or other similar label? Or can it
be confidential by simply falling within the definition?
It is common for a confidentiality provision to include
a dragnet clause that provides that any information
will be considered confidential if under the circum-
stances surrounding its disclosure the information
ought to be treated as confidential, such as informa-
tion considered proprietary by a reasonable person in
the normal course of business. There are pros and cons
to each of these actions, and the correct answer for
your client usually depends on whether it is risking
more confidential information than the other party.

How long will the confidentiality obligations last?
Absent a survival provision, the confidentiality obliga-
tions may die with the termination of the agreement.
It is typical, however, for the confidentiality obligation
to survive termination. Receiving parties often nego-
tiate a specific survival term for the provision (i.e.,
three to five years), after which the protections are no
longer an obligation. Obviously, the length of the sur-
vival term depends on the effect of time on the value

of the specific confiden-
tial information.

What will the
receiving party do with
confidential information
upon completion of the
agreement? A typical con-
fidentiality provision
requires the receiving
party to either return all
confidential information
(and to not retain any
copies of it) or destroy it.
Many times, especially in
particularly sensitive situ-
ations, certification of
return or destruction is
required. If confidential

information is verbal, expunging the information may
be problematic. In such situations, a longer survival
term of the provision may be important.

What is the performance standard necessary to pro-
tect the confidentiality of information? Two standards
of obligation are most common. The less stringent
standard is that the receiving party must maintain the
confidentiality of the information by taking such steps
as a reasonably prudent person would take under the
circumstances (i.e., the “reasonable man” approach) or
alternatively going to the same lengths as the receiving
party goes to in protecting its own confidential infor-
mation. The more stringent standard involves the out-
right covenant to not disclose the information.
Obviously, this more stringent standard shifts all risk of
disclosure to the receiving party.

On a final note, confidentiality provisions com-
monly expressly provide that the disclosing party is
entitled to injunctive relief to enforce the confiden-
tiality obligations. In many cases, the disclosure of
another party’s information is the equivalent of “let-
ting the genie out of the bottle” and cannot be
undone. In situations when the disclosing party may be
able to prevent disclosure, however, the right to
injunctive relief is an absolute necessity. IP

G. SCOTT ThOMAS is a member of Bass, Berry & Sims PLC,
where he practices in the areas of environmental and intel-
lectual property and technology law.

Contracting 101: Tips and Tricks
The Secret to Drafting Effective Confidentiality Clauses
By G. Scott Thomas
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In the February newsletter I discussed Association for
Molecular Pathology v. United States Patent and
Trademark Office,1 a case pending in the United

States District Court for the Southern District of New
York. The lawsuit was filed by the American Civil
Liberties Union (ACLU) and the Public Patent
Foundation, a not-for-profit organization, on behalf of
numerous medical professionals and others, and attacks
several patents on two human genes associated with
breast and ovarian cancer (BRCA1 and BRCA2). 

The suit attacks both the patentability of human
genetic sequences and at least some form of diagnostic
method claims. It asserts that the BRCA1 and BRCA2
genes, and their naturally occurring mutations, are
natural phenomena, products of nature, and manifes-
tations of laws of nature, and thus are not patentable
subject matter under 35 U.S.C. § 101. It also asserts
that claims for any method of looking for naturally
occurring mutations in human genes that does not
specify any particular method of analysis is invalid due
to indefiniteness under 35 U.S.C. § 101, as well as
being directed to an unpatentable abstract mental
process. The case thus is a direct attack on the
patenting of human genes in general, and plainly is
aimed at resolution by the U.S. Supreme Court.

At the time of the previous column, the plaintiffs had
filed a motion for summary judgment, but the defendants
had not yet responded. The motion argues that human
genetic sequences and the scientific inquiring of looking
at a gene, or comparing two genes, constitute natural
phenomena, laws or nature, and abstract ideas, and thus
are not patentable. It adds an interesting twist by further
asserting that the claims are unconstitutional under the
First Amendment, as the patents directly limit the free
expression of thought and knowledge. 

Subsequently, the defendants responded by
opposing the motion and filing their own cross-
motions for summary judgment on the same issues.
(The U.S. Patent and Trademark Office also moved
for summary judgment on the constitutional issues.)
Oral argument was conducted earlier this year. 

On March 29, the court granted summary judgment
in favor of the plaintiffs, invalidating the BRCA1 and
BRCA2 gene patents.2 In a thorough 156-page analysis,
Judge Robert Sweet relied on U.S. Supreme Court
precedent to determine that the purification of a natural
product, without more, could not transform it into
patentable subject matter. Because the isolated DNA
being claimed in the BRCA patents was not “markedly
different” from native DNA, the patent claims were held
to be invalid. The defense’s cross-motion on validity was
denied. The USPTO’s motion for summary judgment on
the constitutional issues was granted under the doctrine
of constitutional avoidance, which states that courts
should not reach unnecessary constitutional questions.

With regard to the gene claims, the district court
started with Section 101 of the Patent Act, which pro-
vides that an inventor can obtain a patent for any new
and useful process, machine, manufacture, or composi-
tion of matter. These broad classifications are not
unlimited, however, as the Supreme Court has recog-
nized three categories of unpatentable subject matter:
laws or products of nature, physical phenomena, and
abstract ideas. While isolated human genes or DNA
fall within the general category of composition of
matter, the critical point is whether they would be
excluded from patentability as products of nature.

Relying on several Supreme Court decisions,
including Diamond v. Chakrabarty,3 Funk Bros. Seed Co.
v. Kalo Inoculent Co.,4 American Fruit Growers Inc. v.
Brogdex Co.,5 and The American Wood-Paper Co. v. The
Fibre Disintegrating Co.,6 the court determined that the
appropriate test was whether the invention
had “markedly different characteristics” from the nat-
ural product (i.e., had a new or distinctive form, quality,
or property). Mere purification of a natural material
would not make the purified product patentable unless
it resulted in properties and characteristics that were dif-
ferent in kind from those of the known product rather
than in degree. Using this test, the court then examined
the isolated DNA as claimed in the patents and held
that it was not markedly different from native DNA as
it exists in nature, and thus was unpatentable.

The court then addressed the method or process
claims. There were several variations. One claim was
for the process of analyzing a BRCA sequence and
noting whether or not a naturally occurring mutation
exists. Other claims were directed toward comparing
two gene sequences to see if any differences exist. And
another claim was directed to comparing the growth
rates of cells in the presence or absence of a potential
cancer therapeutic.

The court applied the “machine-or-transformation”
test from In re Bilski7 to each, and easily determined that
the “analysis” and “comparison” method claims did not
satisfy either part of the test. The “machine-or-transfor-
mation” test states that a claimed process must be tied to
a particular machine or apparatus, or transform a partic-
ular article into a different state or thing. The method
claims in question were not tied to a particular machine
or apparatus, and did not involve any transformation.

Keep in mind, however, that the In re Bilski case has
been appealed to the Supreme Court, and a decision is
expected within the next few months. Based on com-
ments by several justices during oral argument, it appears
likely that the Supreme Court will uphold the rejection
of the Bilskimethod claims, although perhaps using a dif-
ferent rationale or test. Thus, while the rejection of the
BRCA method claims in this case may be based on a test

Patently Yours
ACLU 1, Gene Patents 0
By W. Edward Ramage

(continued on page 11)
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Many of you may have clients that from time to
time utilize the resources of the U.S.
Department of Energy (DOE) and its national

laboratories, such as the Oak Ridge National Laboratory
(ORNL). Like ORNL, substantially all of DOE’s
national laboratories and other facilities are managed
and operated by contractors, not federal employees.
This article, which discusses the treatment of inven-
tions made under the various types of agreements with
DOE and its laboratories and the statutory bases for
such treatment, is intended to assist you in counseling
clients that work with DOE and its laboratories on
issues relating to rights in resulting inventions.

DOE’s Statutory Authorities. DOE is fairly unique
among government agencies in that its statutory treat-
ment of inventions (known as a “title-taking” policy)
goes back to the Atomic Energy Act of 1954 (AEC
Act) that governed inventions made under agree-
ments with the Atomic Energy Commission, one of
the predecessor agencies of DOE. Section 152 of the
AEC Act (codified at 42 U.S.C. § 2182) provides for
the vesting of title in the commission of any invention
or discovery “useful in the production or utilization of
special nuclear material or atomic energy, made or
conceived in the course of or under any contract … or
arrangement entered into with or for the benefit of”
the commission. Section 152, however, allows the
commission “to waive its claim to any such invention
or discovery under such circumstances as the commis-
sion may deem appropriate.” 

DOE was formed in 1977 by combining various
agencies, including the AEC, and the statute that gov-
erns inventions made under its agreements was pat-
terned on Section 152 of the AEC Act. The DOE
statute (42 U.S.C. § 5908) extends the title-taking
policy beyond those in the nuclear field to “any inven-
tion … made or conceived in the course of or under
any contract” of DOE. The term “made” means con-
ceived or first actually reduced to practice, and “con-
tract’ is further defined in the statute as including “any
contract, grant, agreement, understanding, or other
arrangement, which includes research, development,
or demonstration work … or subcontract.” DOE may
“waive all or any part of the rights of the United States
under this section.” The statute provides specific fac-
tors that DOE must consider in determining whether
to grant such waivers either before contracting or for
individual inventions made after contracting.

Enacted in 1980, the Bayh-Dole Act (35 U.S.C. §
200 et seq.) specifically overrode 42 U.S.C. § 5908
with respect to “funding agreements” with small busi-
ness firms and nonprofit organizations, but not other
types of DOE and laboratory agreements. The DOE
statutes, as well as the Bayh-Dole Act and its effect on
those statutes, makes it important to consider carefully

the specific type of agreement one may want to enter
into with DOE and/or its laboratories. 

Contracts, Grants, Cooperative Agreements, and
Subcontracts. The treatment of rights to inventions
made under these agreements with DOE or its labora-
tories is the same for each agreement. (It should be
noted that DOE laboratories cannot enter into grants
or cooperative agreements — only federal agencies
can.) If a party to any of these agreements with DOE
or its laboratories is either a nonprofit organization or
a small business, then that party may elect to retain
title to any inventions it makes under these agree-
ments in accordance with 35 U.S.C. § 202. The gov-
ernment retains a government-use license to those
inventions (35 U.S.C. § 202(c)(4)) and the march-in
rights and U.S. preference provisions of 35 U.S.C. §
203 and § 204 apply to such inventions. 

If a party is neither a nonprofit organization nor a
small business, however, then title to any invention
made by that party under any of these agreements vests
with DOE when the invention is made. DOE may
entertain a request from that party to grant an advance
patent waiver before entering into the agreement to
cover all of the party’s inventions made under the
agreement, but DOE, through an unwritten policy,
normally requires a contractor, subcontractor or
awardee to agree to cost-share at least 20 percent of
the work to be performed to obtain an advance patent
waiver. Otherwise, the party can ask for an identified
patent waiver each time it makes an invention under
one of these agreements.

Work for Others (WFO) Agreements. DOE labo-
ratories can perform research and development work
for the private-sector under WFO agreements. When
the private-sector party, or sponsor, is using private
(non-federal) funds, the sponsor is entitled to elect title
to its own inventions made under the agreement and
normally is allowed to elect title to inventions made by
the laboratory contractor based on a DOE class patent
waiver granted in 1982 for non-federal WFO work.
Under the class patent waiver, the government reserves
a government-use license and march-in rights. If the
sponsor funds the WFO agreement using any federal
money that the sponsor obtained from a federal agency
under some other agreement, such as a contract or
grant, then the federal agency’s agreement terms and
conditions specify what invention rights the sponsor
gets in its own inventions. The laboratory contractor
may elect to retain title to inventions it makes under
such WFO agreement in accordance with the labora-
tory’s contract with DOE. 

Cooperative Research and Development
Agreements (CRADAs). DOE and its laboratories
have had the authority to enter into CRADAs since
the Stevenson-Wydler Technology Innovation Act of

Rights to Inventions Made under Agreements with the
U.S. Department of Energy and Its National Laboratories
By Judson R. Hightower
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1980 was amended by the National Competitiveness
Technology Transfer Act of 1989. CRADAs are a spe-
cial type of agreement that allows collaboration
between federal laboratories and non-federal parties, or
participants. DOE, through its laboratories, may pro-
vide personnel, services, facilities, equipment, and so
on, but cannot provide funds to participants through its
laboratories. The participants can provide similar
resources for the collaboration under CRADAs,
including funds to the DOE laboratories. DOE granted
various class patent waivers to cover CRADA work,
and those waivers provide that each party to a CRADA
may retain title to its own inventions and the parties
are free to negotiate the invention rights with each
other. The government retains a government-use
license and march-in rights in all CRADA inventions
and requires any products incorporating any intellec-
tual property resulting from CRADA work to be sub-
stantially manufactured in the United States. 

User Agreements. DOE has designated various
unique facilities and equipment at its laboratories as
“designated user facilities” and has granted two class
patent waivers for inventions made when private sector
parties, or users, use those facilities. A user may use the
facilities under a non-proprietary user agreement and
normally does not have to pay for such use. The non-
proprietary user may collaborate scientifically with labo-
ratory scientists, and the results of the work are publicly
available. The class patent waiver for non-proprietary
user agreements grants the user the right to elect to

retain title to its inventions. The government retains a
government-use license in the march-in rights, and U.S.
preference provisions apply to those inventions. 

The laboratory contractor may elect to retain title
to its inventions under its prime contract with DOE. A
user may also decide to conduct proprietary work
under a proprietary user agreement, in which case the
user cannot collaborate scientifically with laboratory
scientists and has to pay for use of the facility. The pro-
prietary user may elect to retain title to its inventions,
and the government does not retain a government-use
license or march-in rights to the user’s inventions. In
addition, U.S. preference does not apply to the propri-
etary user’s inventions.

From the above discussion, it is apparent that the
invention rights your client will receive under agree-
ments with DOE and its laboratories is largely
dependent on the type of client you have, whether a
nonprofit organization, or a small or large business,
and the type of agreement involved. IP

JuDSON R. hIGhTOWER is employed by uT-Battelle LLC and
is the Intellectual Property Managing Attorney for the Oak
Ridge National Laboratory.

NOTE
The information and opinions expressed in this article are

those of the author and do not necessarily reflect the views of his
employer.

that soon may be moot, it is unlikely that the claims
would survive whatever test or analysis replaces it.

This decision, if upheld on appeal, will be a game-
changer. It would prevent the USPTO from issuing sim-
ilar “gene patents” in the future, and would potentially
invalidate similar claims in many existing patents.

This is only Round 1 of the fight, however. The case
undoubtedly will be appealed to the Federal Circuit
Court of Appeals, and the losing side there is likely to
seek review by the Supreme Court. Given the Supreme
Court’s recent interest in the area of patentable subject
matter (as evidenced by In re Bilski), the odds are good
that the issue of gene patentability will ultimately be
resolved in that arena.

If the decision is upheld on appeal, the USPTO
already has indicated that it would conform its patent
examination policies to avoid issuing patents directed
to isolated DNA, which would prevent applicants from
obtaining such patents in the future. Applicants would
still be able to get patents directed to genetic material
but would have to show that their claimed invention
had “markedly different characteristics” from native
DNA. In anticipation of this, applicants with currently
pending applications should examine their current
claims and consider adding claims to inventions with
“markedly different characteristics,” if possible. If the
decision is upheld, then the chances of having at least

some of the claims survive are greatly improved.
A final decision upholding this analysis also would

adversely impact a significant number of “gene patents”
that have already been issued. As there is great variation
in the style and scope of claims, however, not all claims
directed to genetic material will be invalid, of course.
Further, it is possible that only some of the claims in a
particular patent may be invalid. Each patent claim
would have to be analyzed individually to determine
whether it was directed to patentable subject matter.

In any event, Round 1 is now over. Round 2 is about
to begin … IP

W. EDWARD RAMAGE is the Chair of the Intellectual Property
Group at Baker, Donelson, Bearman, Caldwell & Berkowitz PC,
in Nashville.
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When I first hung my shingle, my biggest con-
cern was whether any clients would call. Just
past year one of my solo practice, my needs

have shifted to juggling the increasing number of
clients/balls in the air at once. This juggling act takes
on a whole new meaning when you’re on your own. At
a law firm, you have the luxury of support staff to help
you keep track of those IP deadlines. You’re also more
likely to have the resources to buy fancy software to
remind you and remind you again when that trademark
renewal is due.

In my case, I have … my computer, and the Outlook
Calendar and Task Lists on it, and the general case-
management software that practically put me out of
business for its cost the first month of my practice. I also
have the handy trademark table I built by hand using
MS Word. Four reminders of each deadline, as long as I
manually maintain each system. Thus, I must juggle the

scheduling systems to
juggle the clients,

and, well, the
whole thing is

just plain inefficient. So I’ve started searching (in my
spare time) for intellectual-property docketing software.

Literally. I Google “intellectual property docketing
software.” Voila ... the website http://www.ipmenu.com/
ipsoftware.htm pops up with a carefully compiled list of
every IP software system ever invented. Let’s see … we
have IP analysis software. IP drafting software. IP filing
software. Boy, I wish I could afford all of these … I
could just press a button, let the computer do the work,
and head to Gulf Shores. 

Ah, but back to reality. Here we are. IP management
software. We have … IP LegalDock. IP IntelliFile.
I.P.M.S. (definitely don’t want that one). IPPortfolio.
IP Soft, Inc. IPSS. IPware Corporation. ipWorkFlow. 

Gaaaaaaaaa! These all sound the same. Aren’t these
companies getting good branding advice? My question
is simple, Mr. Google: What are the savviest of the IP
solos using to organize themselves these days? 

Diving elsewhere, I find, via ewater-cooler gossip,
the same names appearing over and over: FlexTrac
IP/CTS, PATTSY Lite (fewer calories?), FoundationIP,
CPI. FlexTrac appeals immediately because it actually
discloses its cost (yikes, though) on its website. I can’t

even find a PATTSY “Lite” (Did you mean
“Patsy Cline”? Google keeps asking me),
only a PATTSY, and PATTSY doesn’t
seem very forthcoming or very friendly to
single-shingle-bearers such as myself.
CPI, or ComputerPackages Inc, doesn’t
even bother to put a period after “Inc,” so
how can I expect it to keep track of my

deadlines? As for FoundationIP, its home
page is filled with more words than I handle on

my trademark docket in a year’s time, and
none of them are “management” 
or “docketing.”

What’s a solo to do? What are
you folks out there using? Email
me at aeverhart@aeverhart.com,
and I’ll post a Part 2 to this
column if you give me enough
fodder. IP

AMY J. EVERhART launched her Nashville-
based solo IP/entertainment-law practice in 2009.

She is also the author of the IP blog “Lightbulb
Moments,” one more ball she juggles.

Diary of a Solo IP
Juggling Act: Keeping Those IP Deadlines in the Air
By Amy J. Everhart


