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PRESIDENT’S PERSPECTIVE

WILLIAM H. MERGNER JR.

Banning Out-of-state Referral Fees
Harms Attorneys and the Public Alike

Attorney referrals are
indicators of a healthy and
vibrant legal profession.

When workloads weigh heavy or
an attorney finds themself out of
their depth with a client’s issue,
they can always rely on a trusted
colleague to give the case the atten-
tion it deserves. Referrals are key to
building camaraderie, trust and
respect in the profession. In the

end, the referring attorney is relieved, a peer has found new
business, clients get representation better suited to their needs
and the system of justice churns more smoothly.

A new development in New Jersey legal practice, however,
has upended a decades-old convention for how attorneys have
approached referrals. In March, the Advisory Committee on
Professional Ethics (ACPE) issued Opinion 745, a rule that pro-
hibits the payment of referral fees from certified attorneys to
out-of-state lawyers. The directive is based on the ACPE’s inter-
pretation that under the New Jersey Rules of Court, referral
fees constitute payment for legal services.

Virtually every attorney has always interpreted the plain
language of the rule to permit payment of referral fees, with-
out regard to services performed or responsibility assumed by
the referring attorney. For many years, this provision was uni-
versally understood to include all attorneys—both in-state
and out—as the rule makes no distinction between admitted
attorneys versus non-admitted attorneys, unlike other court
rules. The greatest cause for concern, however, is the potential
damage this opinion will inflict on attorneys in practice, their
clients and the public.

Begin with the reality that for many attorneys, referrals rep-
resent a signification portion of their business. In the civil trial
space where I practice, it’s hard to find an attorney who hasn’t
entered into a contractual relationship with out-of-state attor-
neys in good faith to pay a referral fee. Opinion 745 casts a

NJSBA.COM

wave of uncertainty over all these preexisting referral arrange-
ments. If an attorney abides by the opinion and declines to
pay a promised referral fee, they will certainly face a lawsuit
alleging breach of contract. On the other hand, honoring a fee
arrangement could result in an ethics violation being pursued.
As an alternative, attorneys can escrow the referral funds until
the ambiguity in the opinion is resolved. But there are tax
implications to this approach. It would create potential con-
flict for the law firm who receives the referral fee and the law
firm who initiated the referral, as neither will have received
the benefit of the actual funds when the tax obligation is due.
From every angle, the opinion places attorneys in an unten-
able situation.

Putting aside all the drawbacks for
attorneys, clients and the public stand to
lose the most over Opinion 745. Without
the incentive of referral fees, attorneys
across state lines will be less inclined to
send clients to knowledgeable New Jersey
attorneys, even when the case requires
procedural and substantive knowledge of
New Jersey law.

Putting aside all the drawbacks for attorneys, clients and
the public stand to lose the most over Opinion 745. Without
the incentive of referral fees, attorneys across state lines will be
less inclined to send clients to knowledgeable New Jersey
attorneys, even when the case requires procedural and sub-

stantive knowledge of New Jersey law. Two outcomes will
result, both to the client’s detriment. The out-of-state attor-

Continued on page 7
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FROM THE SPECIAL EDITOR

Navigating the Fast Lane
of Intellectual Property Law
Amid Supreme Court Shifts
and Technological Advances

Intellectual property is one practice area seemingly in a race for
change. The speed on the track is driven by not only new laws and
creative arguments trying to catch up with technological advances,
but also a U.S. Supreme Court tweaking the Rule of Law practitioners
have come to rely upon.

For example, in 2023, the High Court negated a parody defense to a trademark
challenge involving Jack Daniel’s whiskey and the maker of a squeaky, chewable
dog toy referred to as “Bad Spaniels” that was designed to look like a bottle of the
whiskey brand.' And earlier this year, the Court cut the legs off long-held law in the
Second Circuit that barred a plaintiff copyright holder’s entitlement to damages
more than three years prior to the filing of the lawsuit.? That it did without address-
ing the elephant in the room several justices had raised at oral argument®*—that the
U.S. Copyright Act does not allow for a discovery rule—and later denied certiorari
in a matter where that issue would have been squarely before the Court.* Also, just
a couple of days prior to the penning of this note, the Court ruled against registra-
tion of the trademark, “TRUMP TOO SMALL’ for T-shirts, issuing a unanimous
opinion without consensus on a rationale.’

In all events, news and change are no strangers to this area of law. It is fluid,
whether a practitioner is prosecuting a trademark or patent or litigating a claim, or
both. The six articles in this issue address a blend of litigation issues and practical
tips for practitioners with transactional practices.

First up is Brett R. Harris’ article on artificial intelligence and copyright, address-
ing why this technology has spurred a flurry of copyright infringement lawsuits
and guidance from the U.S. Copyright Office. Indeed, there are many Al/copyright
cases working through nationwide courts without any substantive decisions yet,
and perhaps the first trial to land before a jury in Delaware the same month this
issue is published.

Next up is an article by Paula I. Brueckner and Peter E. Nussbaum, addressing
the practicalities of enforcing trademark rights, a requirement of every trademark

NANCY A. DEL PIZZO is a partner at Rivkin Radler LLP and co-chair of its
intellectual property practice group. She has a transactional and litigation
practice, primarily focusing on intellectual property, privacy and cyber secu-
rity and commercial litigation.
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holder, but doing so without earning the
potentially damaging label of “trade-
mark bully.” On the heels of the TRUMP
TOO SMALL decision is Alice Denen-
berg’s article presenting strategic consid-
erations for filing trademark applications
that include the name of a person.
Rounding out the issue are three
patent-related articles. Andrew ]. Hollan-
der addresses the careful considerations
for developing a commercial strategy
using both trade dress and patent design
rights as complementary tools. John A.

Stone provides practical tips for deter-
mining how biotechnology and life sci-
ence companies can use trade secret,
patent law, or both. Finally, Amirali Y.
Haidri tackles whether U.S. law has extra-
territorial reach for U.S. registered
patents.

Buckle up. We hope you enjoy the

ride. B

Endnotes
1. Jack Daniel’s Props., Inc. v. VIP Prods.

LLC, 143 S.Ct. 1578 2023)

2.  Warner Chappell Music, Inc. v. Nealy,
144 S.Ct. 1135 (2024)

3. See supremecourt.gov/oral_
arguments/audio/2023/22-1078

4. Hearst Newspapers v. Martinelli,—
S.Ct.—, 2024 WL 2262332 (May 20,
2024)

5. Vidal, Under Secretary of Commerce for
IP and Director, USPTO v. Elster,—
S.Ct.—, 2024 WL 2964139 (June 13,
2024).

PRESIDENT’S PERSPECTIVE
Continued from page 5

ney, who is not best suited to represent a
New Jersey client, will seek pro hac vice
admission to handle the matter anyway.
In that circumstance, a fee will only be
earned based upon actual work on the
matter, meaning a less competent attor-
ney will be financially incentivized to
work on a matter they would have other-
wise referred to a more qualified attor-
ney. In the alternative, a client will seek
out legal representation in New Jersey on
their own, at the risk of letting time-sen-
sitive filings lapse, such as the need to file
a tort claims notice or an affidavit of
merit. In the end, public confidence in
the justice system will erode if clients
can’t get adequate legal representation in
a timely manner.

It’s also worth noting the incongruity
of an opinion that allows referral fees to
be paid to disbarred attorneys in New

NJSBA.COM

Jersey—who have lost the privilege of
practicing law through their bad con-
duct—because the payment is not con-
sidered the practice of law. Yet, attorneys
in good standing in other jurisdictions—
who have their client’s best interests at
heart by referring their case to someone
capable of handling it—are participating
in the unauthorized practice of law.

The New Jersey State Bar Association
has been joined by a chorus of county bar
associations and statewide legal organi-
zations in seeking a stay of Opinion 745
pending review by the state Supreme
Court. On that issue, it is telling thatin a
recent brief, the state Attorney General’s
Office suggested that the Court allow
attorneys to honor preexisting referral
fee arrangements, seemingly a tacit
admission that the longstanding inter-
pretation of rule was acceptable.

Given this opinion’s heightened
importance on the practice of law, it is
imperative that the Court provide a swift

review of the ACPE'’s interpretation. As of
this writing, the Supreme Court has grant-
ed the NJSBA’s petition seeking review,
while the motion seeking a stay of the
opinion is still pending. One possible out-
come is for the Supreme Court to refer the
issue to the Court’s Civil Practice Com-
mittee to revise the rule and address the
issues created by Opinion 745. Doing so,
however, will potentially delay resolution
for up to two years, a setback that attor-
neys and their clients can ill afford. There
isno need for an amendment and the rule
is clear—the payment of referral fees by
certified attorneys to out-of-state attor-
neys is and has always been ethically per-
mitted. The NJSBA will continue to build
upon the court briefs submitted on the
Association’s behalf drafted by NJSBA
Treasurer Diana C. Manning, Kyle A.
Valente and Christina Vassiliou Harvey.
Thanks to their efforts, the Association is
well positioned to advocate for a fair result
on behalf of New Jersey attorneys. l

NEW JERSEY LAWYER | AUGUST 2024 7



(AT <<

VIEW FROM THE BENCH

Be a Mentor—Stem the Chaos
By The Hon. Peter F. Bariso, Jr. (Ret.)
Chasan Lamparello Mallon & Cappuzzo

(Editor’s note: This was adapted from the keynote address Assign-
ment Judge Bariso delivered earlier this year at the New Jersey
State Bar Association Civil Trial Bar Section’s James J. McLaughlin
Award Dinner, recognizing the highest standard of civility, legal
competence and professionalism in the practice of civil law. This
year’s honorees were former Superior Court Judge Yolanda Cic-
cone, the current Middlesex County Prosecutor; Edward J. DePas-
cale of McElroy, Deutsch, Mulvaney & Carpenter; and Craig J.
Hubert of Szaferman, Lakind, Blumstein & Blader.)

Despite the rise in professionalism training and awareness, we
seem to be losing ground in having the legal profession follow
these standards, which are necessary for a system that resolves
conflicts without resorting to combat. | find it interesting that
when | entered this profession in 1979, | don’t recall any signs in
the courtrooms talking about the standards of professionalism or
the decline of civility. | was fortunate enough to have mentors who
took the time, not only to train me to be a good attorney, but also
to teach me what we now know as professionalism and civility.

Starting with my clerkship for the Hon. J. Emmet Cassidy in
Bergen County and my formative years as an associate at Lamb’s
office in Jersey City, | had excellent mentors. What they empha-
sized was not called professionalism but had another catchy
phrase—“what goes around comes around.”

You can be a good adversary without being a gladiator. Trial
work or litigation, depending on what phrase you want to use
these days, is not combat. We are really the guardians of a system
that allows conflicts or grievances to be resolved in a structured
setting, i.e. the judicial system.
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Whatever your opinion may be of the infamous Bates v. State
Bar of Arizona case back in 1977, | think that we can agree that
attorney advertising has had a profound effect on the legal pro-
fession. When | started, attorney advertising was essentially lim-
ited to the phonebook, and it has now expanded beyond one’s
wildest imagination. One can argue that attorney advertising
began the slippery slope for the demise of professionalism. While
protecting one’s rights and seeking a readdress of one’s griev-
ances is certainly the cornerstone of litigation, the pugilistic terms
used in some attorney advertising has helped with the decline of
professionalism. Unfortunately, the adoption of professionalism
standards and the annual seminar conducted in each county by
the Judiciary have failed to stem the decline of professionalism
and civility.

Some legal pundits attribute the Part IV Rule changes, com-
monly known as Best Practices, to a decline in professionalism
and civility. | reject this notion. | do acknowledge that an argu-
ment can be made that some of the rule changes put attorneys
in difficult spots when they try to agree with their adversaries to
extend time for certain discovery obligations. This has been
somewhat overblown, although | acknowledge some of the con-
cerns are from attorneys who work predominantly in civil litiga-
tion. Is it really the fault of the Court Rules that back in the '80s,
when one asked for an adjournment or an extension of time, it
was routinely given and now because of the rule change, clients
have to consent to adjournments that everyone knows will be
granted, or consent to a short extension to serve outstanding dis-
covery? In certain situations, maybe so—particularly when the
granting of that request may impact a party’s case. As a trial
judge | was always guided by Appellate Division opinions—or
shall | say that | was reminded by higher Courts—that the purpose
of our Court Rules is not to be a gotcha game, but are to be con-
strued to secure a just determination, simplicity in procedure,
fairness in administration and the elimination of unjustifiable
expense and delay. There is also the provision that any rule may
be relaxed or dispensed with by the Court in which the action is
pending if adherence to it would result in an injustice. This is
essentially the basis upon which all rules are predicated.

| acknowledge that litigation has become much more complex
over the length of my legal career, particularly with the advent of
much more precise medical testing, procedures, etc., in the per-
sonal injury field. It has also become much more complex with
the growth of technology—particularly in the IT area for file
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retention, emails, etc. While true, | question why complexity
should somehow excuse professionalism and civility. Papering
one’s opponent into submission does not strike me as being pro-
fessional or civil.

This is where | call upon all of you to expand your mentoring
time with your fellow attorneys in the firm and throughout the
bar associations and Inn of Courts across the state. It’s mentors
who will ultimately make the difference, and not just seminars on
professionalism. We need to find the time to be available to assist
less experienced attorneys in the handling of their files and not
just simply assign a file and ignore it, and then blame the attorney
if something goes wrong down the road. Mentoring requires us to
oversee that attorney, question the attorney and make sure the
attorney is properly handling the file.

When | started at Lamb’s office, and it was time for us to try a
Superior Court case, you had to meet with the managing partner,
Tom Chappel, who would ask you questions and review the file
with you to make sure you were properly prepared to try that
case. As a managing partner at Chasan Lamparello before | went
on the bench, | tried to incorporate that same technique—meet-
ing with associates when they were ready to try a Superior Court
case. That certainly helped resolved one of the biggest issues |
confronted on the bench, the lack of preparation by counsel who
appeared before me.

One other past example that still resonates with me to this day
was as a managing partner when | handed an associate a file for
arbitration. It was after the automobile arbitration program start-
ed by the Judiciary, and | jokingly (in my mind) told the associate
“Don’t come back if you lose this case.” It was not the best
instructions to give a young attorney going to Court, as | received
a phone call from my adversary later that day—and it was not a
pleasant conversation. | apologized, fell on the sword and took
full responsibility. | also met with the associate, apologized and
made it a teachable moment.

On-hand mentoring is truly needed in our profession, particu-
larly with the growth and the number of attorneys throughout
New Jersey. One of the biggest obstacles is that the majority of
attorneys in New Jersey practice in small firms—one- and two-
person firms. So, it is difficult to obtain mentoring when you'’re a
solo or it is just two attorneys starting off at the same time. It is
also very difficult for one’s adversary to be a mentor since it is
natural to be skeptical of your adversary’s suggestion. However,
there are opportunities in which you can find yourself mentoring
attorneys, not just within your law firm, but outside of your law
firm when you have cases together. | can’t tell you the number of
times | met with Ed DePascale as a first-year associate at Lamb’s
office. Nor can | probably tell you the number of times | met with
DePascale during the six other years that | was an associate at
Lamb’s office or when | was on my own for the next seven years
of my legal career.
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So, | call on many of you out there to please take the time to
be a mentor. Not just to the attorneys in your office, but to the
attorneys outside of your office—including your adversaries when
the occasion arises. We need to stem the tide that is washing
away professionalism, civility and competency in the legal profes-
sion, and only you can prevent this from happening.

The New Jersey State Bar Foundation will honor Assignment
Judge Bariso and former NJSBA President Karol Corbin Walker
with the Medal of Honor Award in East Brunswick on Sept. 24. The
Foundation’s prestigious award, given annually to lawyers, law-
related professionals, and lay people, recognizes professional
excellence, service to the legal community and commitment to the
people of New Jersey. Award and event information is available at
moh.njsbf.org.

DIVERSITY, EQUITY Ano INGLUSION

Why Diversity Matters in

Alternative Dispute Resolution

By The Hon. Marcia L. Silva, Former Superior Court Judge
The lack of diversity in neutrals is a recent hot topic in the law.

It has been brought to the forefront of the legal world with many
leading organizations taking proactive steps to study the situa-
tion and find ways to remedy it.! Whether this had anything to do
with Jay-Z’s 2018 lawsuit to halt the arbitration proceedings in his
Roc Nation clothing line litigation due to what he said was the
lack of Black people eligible to rule on his case, one will never
know.? Regardless of the reason, people’s attention is now on the
issue and conversations are being had.?

////k*j\\\\

AN TN

There are so many reasons why diversity in mediation and
arbitration is important, besides the broader societal benefits of
diversity and inclusion. Some of these include the belief that
alternative dispute resolution is oftentimes a more intimate
process for individuals, especially in family or employment law,
and the parties involved in mediation are more likely to trust a
process that includes individuals from various backgrounds, as it
may reduce concerns about bias. Additionally, mediators often
rely on language and body cues in so much of what they do. So,
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having neutrals with diverse background brings cultural compe-
tence to the table.

Finally, and one that is not often considered, is how diversity
can help parties reach a resolution in their matter. Mediation is
about thinking outside the box and coming up with creative solu-
tions to resolve difficult issues. “Diversity is a key driver of inno-
vation and is a critical component of being successful on a global
scale.” Different cultural and personal experiences contribute to
a varied well of ideas and strategies. Parties and neutrals are
required to read body language, facial expressions, and cues.

Raising awareness is a crucial precursor to any meaningful
change or improvement, irrespective of the problem. If we can
acknowledge the issue and the importance of taking the initial
steps toward positive transformation, we can then begin to have
the conversations of how we can increase diversity in the selec-
tion of neutrals.

Endnotes

1. In 2020, the National Academy of Arbitrators issued a state-
ment, authored by then President, Dan Nielsen, stating that
the academy has “struggled to achieve even a modicum of
diversity.” naarb.org/wp-content/uploads/2022/06/DEIB-
Committee-Report-to-BOG_Final-3.22.pdf

2. Carter et al v Iconix Brand Group Inc et al, New York State
Supreme Court, New York County, No. 655894/2018.

3. A JAMS Panelist Survey for 2021 reported 68% are male and
over 85% are white. By Rachel Gupta 23 May, 2022
docket.acc.com/dei-adr-5-practical-ways-increase-diversity-
selection-neutrals

4. Egan, M. E. (2011, July). Global diversity and inclusion: foster-
ing innovation through a diverse workforce Forbes Insights, 3.
images.forbes.com/forbesinsights/StudyPDFs/Innovation_Th
rough_Diversity.pdf

WRITER 5 GORNER

The Three Pillars of Persuasive Writing
By Veronica Finkelstein
As lawyers, much of what we write is designed to persuade.

Whether it is a brief in support of a dispositive motion or a
demand letter to an opponent—we write to induce action. For all
the time we spend writing persuasively, we spent relatively little
time contemplating how to accomplish this goal.

But that question—how to persuade—was one that piqued the
interest of Ancient Greek philosopher Aristotle. He theorized that
effective persuasion occurs when an advocate appeals to some
combination of /ogos (logic); ethos (credibility); and pathos
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(emotion). When you write, consider how you can appeal to logic,
credibility, and emotion.

Appealing to Logic

Writing an appeal to logic means creating a narrative that is
consistent with the law and evidence as well as lived experience.
If your description of the events does not appear consistent with
precedent or feel likely, the judge is unlikely to be moved by your
writing.

To draft a logical piece of writing, you should not only gather
and understand all the applicable law, but you must synthesize it
into a consistent whole. For example, it is not sufficient to note a
circuit split and as a judge to reject the minority view—you need
to explain how the circuit split arose and use the interpretive or
policy disagreement between the courts as a “big picture” way to
unify the division. By doing so, you create order in what would
otherwise feel chaotic.

You should treat the evidence similarly. Prior to writing, gather
all the evidence and sort it into an overarching narrative that
makes sense. Anytime you reference a piece of evidence, describe
how it fits into the larger narrative. If the narrative seems logical,
the reader is likely to accept the individual piece of evidence.

Appealing to Credibility

Writing an appeal to credibility means revealing yourself
through your writing. This does not mean using the first person.
To the contrary, it means crafting a piece of writing that stands
alone but is illustrative of who you are as an advocate.

Word choice, tone, and style reflect upon you as an advocate.
Avoid stilted, overly formal legalese. But don’t use slang either.
Make your writing sound the way you would sound of you were
talking to the court rather than writing to it. Adopt a writing style
that is confident and correct without unnecessary flourish.

Consider your audience. When writing a court filing, recognize
that you have at least five audiences—the judge, the clerk, oppos-
ing counsel, the opposing litigant, and the general public. Every-
thing you write should be “safe for consumption” by all five groups.
Never write anything you would be embarrassed to have your
favorite elementary school teacher know you authored. Explain
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things clearly and plainly, so the flow of your argument can be fol-
lowed by the clerk who may be one year out of law school.

Most importantly, make the finished product reflect your dili-
gence. Edit, polish, and proofread until your writing is free from
errors. Nothing reflects more positively on your credibility than
an error-free piece of writing that the judge and clerk reach for
first when they need an authoritative answer in your case.

Appealing to Emotion

Writing an appeal to emotion means garnering sympathy for
your client and your position without asking for it outright.
Through your writing, suggest beliefs and values that should be
applied to the underlying case or legal issue.

Avoid the overuse of adjectives and adverbs. This is not the
best way to appeal to emotion in writing. Simply telling the judge
that your client was “very badly hurt” or “was strongly hoping the
contract would be fulfilled” is unlikely to garner a reaction.
Instead, overuse of adjectives and adverbs make your writing feel
a bit histrionic and unpersuasive.

Emotions are personal. Emotions are experienced. They are
self-validating. Rather than a fact section in a brief that frames
the issues in terms of the law, situate the judge as a character in
the story of the case. One effective way to do so is to use this sec-
tion of your brief to describe the events from your client’s point
of view as your client experienced them. Use the present tense to
make the events feel visceral and real. That is likely to stir the
judge’s emotion.

Conclusion

Much of the writing we do as lawyers is persuasive writing.
Using the three pillars of persuasion—logic, credibility, and emo-
tion—we increase the odds that our persuasion is effective.

WORRING WELL

The Power of Setting Healthy Boundaries
By Classie Colinet
The Chisholm Legacy Project

As a college student, | remember dreaming of what my life
would be like as a lawyer. | knew it would mean that | would have
to do a lot of work, but a part of me relished that prospect and
viewed it as a means necessary to achieve my goal of practicing
law. Fast forward to life post-law school, and | was finally doing
what | set out to do—practicing law. However, my schedule was
not my own—it had morphed into something | did not control
because | said yes to so many things without considering my own
needs and wants.
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My life came to a screeching halt when my body could no
longer keep up with all the work, meetings, and community relat-
ed events that comprised of my schedule. | learned the hard way
what can happen when you don’t take time to set healthy bound-
aries. This ended up being a blessing in disguise. | had to slow
down. Over time | learned how to set healthy boundaries, and this
practice has helped me tremendously. In this article, I'll share
some helpful tips with you to help you set healthy boundaries.

1. Become comfortable with saying no. You will have to say no to
some meetings, events, projects so that you don’t burn out. |
know it’s easier said than done, but one strategy that worked
for me is | started small. | initially started saying no to commu-
nity-related events that took place on specific weekdays that |
knew would conflict with the amount of time | could spend
with my family. Then, | gradually started to say no to other
meetings until my schedule was my own instead of what other
people wanted it to be.

2. Prioritize what is most important to you. Stop using societal
pressures as a litmus test to determine what you should or
should not be doing. You are in charge of your time and daily
activities.

3. Be honest with yourself. Don’t sign up to do something that
you know you don’t have time for or don’t want to do.

4. Take care of your physical, mental, and emotional health. The
societal pressures we face often leave little time for regular
checkups, exercise, and other activities that help us remain
healthy. Intentionally carve out time for your health so you can
remain well while living the life you want.

Life is what you make it. Healthy boundaries will help you live
the life you want on your terms, not on the terms society often
assigns to us. Your mind, body, and soul will be much better off.
Start maintaining healthy boundaries today! ll

NEW JERSEY LAWYER | AUGUST 2024 11









BRETT R. HARRIS is a shareholder on the
Business Law team at Wilentz, Goldman
& Spitzer, PA. Known as a business, non-
profit and technology attorney, she is
admitted in New Jersey and New York with
a broad-based general corporate practice
consisting of both transactional matters
and client counseling on everyday business
maltters with a focus on technology and IP
issues. She also has a particular focus of
representing nonprofit organizations,
foundations and tax-exempt entities.

14 NEW JERSEY LAWYER | AUGUST 2024

Artificial intelligence is a rapidly evolving technology having a
significant impact on business, industry, government and
society. The proliferation of Al has enormous potential, but its
novelty is challenging existing intellectual property laws and
policies. This article will discuss Al and copyright law, with
particular focus on the perspectives of the United States
Copyright Office.'

Artificial Intelligence vs. Generative Al

As a preliminary matter, it is important to understand how Al and “generative” Al
are defined. The National Artificial Intelligence Initiative Act of 2020, the initial fed-
eral legislation focused on Al research and development, defines artificial intelligence
as “a machine-based system that can, for a given set of human-defined objectives,
make predictions, recommendations or decisions influencing real or virtual environ-
ments.”” On the other hand, generative Al refers to Al technology that can produce
content, including text, images, video, audio and synthetized data. Generative Al
algorithms are machine-learning tools which result in generation of content, or “out-
puts,” in response to user’s textual prompts, or “inputs.” Generative Al programs are
trained to generate the outputs tools by applying the human input to data analysis
over vast quantities of existing works, through the power “big data analytics.”

These concepts are important to the current state of litigation against companies
making and using generative Al in particular either as training tools or as content-
generators.

Registering Al-Generated Works with the Copyright Office

One of the fundamental principles of copyright law is the intention to protect
“original works of authorship fixed in any tangible medium of expression,”” which
has been interpreted to mean materials that are the product of human creativity. The
human authorship requirement is grounded in the term “author,” appearing in both
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the United States Constitution and the
Copyright Act. While “author” is not
defined in the Copyright Act, the Copy-
right Office and court interpretations
have considered it to mean works “creat-
ed by a human being.” For example, the
Ninth Circuit rejected an attempt for a
monkey to register a copyright in photo-
graphs it captured with a camera.* The
Ninth Circuit also held that a book con-

(i

taining words “‘authored’ by non-
human spirit beings” can only secure
copyright protection if there were
“human selection and arrangements of
the revelations.””

The decision of whether to afford
copyright protection to Al output focuses
on whether, as machine-generated mate-
rial, it falls under the human authorship
requirement. In 2022, an individual sued
the Copyright Office for the 2019 denial
of his application to register artwork that
he claimed was authored “autonomous-
ly” by an Al program. A federal court
granted summary judgment in favor of
the Copyright Office, holding that
“human authorship is an essential part
of a valid copyright claim.”® But as
described above, Al-generated content
can be triggered by human inputs, and
those prompts can arguably be the basis
for human authorship. In 2023, the
Copyright Office determined that a
graphic novel comprised of human-
authored text combined with images
generated by the Al service Midjourney
constituted a copyrightable work, but
that the individual images themselves
could not be protected by copyright.”

In March of 2023, the Copyright
Office published a policy statement pro-
viding guidance to copyright applicants
seeking to register works containing Al-
generated materials.® The Registration
Guidance reaffirms the human author-
ship requirement, but recognizes that
works submitted for registration may
contain human authorship combined
with uncopyrightable material, includ-
ing material generated by or with the
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assistance of various types of technolo-
gy. In such situations, the Copyright
Office assesses asking “whether the
‘work’ is basically one of human author-
ship, with the computer [or other
device] merely being an assisting instru-
ment, or whether the traditional ele-
ments of authorship in the work (liter-

In March of 2023, the Copyright
Office published a policy
statement providing guidance to
copyright applicants seeking to
register works containing Al-
generated materials. The
Registration Guidance reaffirms
the human authorship
requirement, but recognizes
that works submitted for
registration may contain human
authorship combined with
uncopyrightable material,
including material generated by
or with the assistance of various
types of technology.

ary, artistic, or musical expression or
elements of selection, arrangement, etc.)
were actually conceived and executed
not by man but by a machine.”

As applied in the context of Al, the
inquiry becomes how the generative tool
operates and how it is used to create the
final work being submitted or registra-
tion. The Registration Guidance states
that if a user requests Al text-generating

tool to “write a poem about copyright

law in the style of William Shakespeare,”
the technology will determine the
rhyming pattern, the words and the
structure. Since these are the expressive
elements of the work, it would not be
protected by copyright because they were
not created through human authorship.
The Registration Guidance goes onto
state that works can be created by
humans selecting or arranging Al-gener-
ated materials in a creative way, or modi-
fying material originally generated by Al
technology. The policy supports use of
technological tools as part of the creative
process; just focuses on them being tools
under the human’s creative control. The
question of registration of Al-generated
work based on the foregoing parameters
must be a fact-specific analysis.

The Registration Guidance instructs
copyright applicants that they have a
duty to disclose the inclusion of Al-gen-
erated content in a work submitted for
registration and to provide an explana-
tion as to the human’s contribution to
the work. The applicant should be listed
as the author or co-author, and appli-
cants are instructed not to list Al technol-
ogy or the company that provided it as
an author or co-author. If the Al-generat-
ed content is more than de minimus, the
Registration Guidance directs that it
should be explicitly excluded from the
application. In the one-year period after
the Registration Guidance was issued,
the Copyright Office’s Registration Divi-
sion examined hundreds of works that
incorporate Al-generated material and
issued registrations to well over 100,
while other applications were rejected
either because the applicant failed to
follow the Registration Guidance or
because the work did not contain suffi-
cient human authorship.”

Is it Infringement or Fair Use?

Since AI technology is based on large
amounts of data, questions arise regard-
ing copyright infringement. The Al train-
ing process involves making digital
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copies of existing works, which could be
infringement if not found to constitute
fair use under the Copyright Act. The fair
use factors to consider are as follows: (1)
purpose and character of the use, includ-
ing whether the use is of a commercial
nature or is for nonprofit educational
purposes; (2) nature of the copyrighted
work; (3) amount and substantiality of
the portion used in relation to the copy-
righted work as a whole; and (4) effect of
the use upon the potential market for or
value of the copyrighted work."

OpenAl, a leading American artificial
intelligence research organization and
the developer of the ChatGPT applica-
tion, has argued that using copyrighted
works to train Al programs should be
considered fair use. For example, under
the first factor, OpenAl argues that the
purposes is to be “transformative” rather
than “expressive” because the training
process creates a useful generative Al sys-
tem. As for the third factor, OpenAl
argues that the copies are not made avail-
able to the public but rather are part of
the internal training and workings of the
Al technology. In support of this claim,
OpenAl cites The Authors Guild, Inc. v.
Google, Inc.,” holding that Google’s copy-
ing of entire books to create a searchable
database that displayed excerpts of those
books constituted fair use.”

Numerous lawsuits have been filed in
recent years claiming the Al training
processes infringe their copyrights, and
such cases are making their way through
the courts. In September of 2023, a U.S.
district court ruled that a jury trial would
be required to conduct a fair use analysis
involving an Al company copying case
summaries from Westlaw to train an Al
program to quote relevant passages from
legal opinions in response to prompts
from a user of the Al tool.* That trial is
scheduled to begin Aug. 26." It will take
time for case law to develop on this issue.

Additionally, Al-generated content
may resemble existing works, which
could be a basis for copyright infringe-
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ment if the copyright owner can show
that the Al program had access to their
works and of the outputs are substantial-
ly similar to the underlying work. If copy-
right infringement is found under these
circumstances, there is also the question
of who is liable for such infringement,
the Al company and/or the Al user.”

Copyright Office Launches Al
Initiative

In March of 2023, the Copyright
Office announced the launch of a new
initiative “to examine the copyright law
and policy issues raised by artificial intel-
ligence (AI) technology, including the
scope of copyright in works generated
using Al tools and the use of copyrighted
materials in Al training.”” Public listen-
ing sessions were convened in the spring
of 2023 and informational webinars were
presented to engage with the public and
gather and share information about cur-
rent technologies and their impact.

The Copyright Office issued a Notice
of Inquiry in August of 2023, to “inform
the Office’s study and help assess
whether legislative or regulatory steps in
this area are warranted,...[seeking] com-
ment on these issues, including those
involved in the use of copyrighted works
to train Al models, the appropriate levels
of transparency and disclosure with
respect to the use of copyrighted works,
and the legal status of Al-generated out-
puts.””® The Notice of Inquiry included
34 specific questions developed by the
Copyright Office after the public sessions
related to (1) the use of copyrighted
works to train Al models; (2) the copy-
rightability of material generated using
Al systems; (3) potential liability for any
acts of infringement; and (4) the treat-
ment of generative Al outputs that imi-
tate the identity or style of human artists.

Initial comments were due in October
of 2023 and reply comments due in
November 2023, and the Copyright
Office twice extended the comment peri-
ods to ensure sufficient time for public

input, with a final comment deadline of
Dec. 6, 2023. Overall, the Copyright
Office received over 10,500 comments
responding to the Notice of Inquiry.” As
part of the Copyright Office’s analysis of
the comments and study on the issues,
since the spring of 2024 they have been
conducting ex parte meetings with repre-
sentatives of a number of industry stake-
holders including the following: Copy-
right Clearance Center, Universal Music
Group, Recording Industry Association
of America, News/Media Alliance,
Authors Guild, National Music Publish-
ers’ Association, Motion Picture Associa-
tion, Meta Platforms, Inc., OpenAl and
Directors Guild of America.

The Copyright Office plans to issue a
report in several sections analyzing the
issues, which will be published as they are
completed, with publication anticipated
to begin later in 2024. The Report is
expected to make recommendations
about any legislative and regulatory
action. The Copyright Office also has
announced an intention to publish,
through the federal rulemaking process,
an update to the Compendium of U.S. Copy-
right Office Practices,” the administrative
manual for registration. Finally, the Copy-
right Office has expressed an intention to
continue policy research on the topic,
including bringing together a group of
government and academic economists to
discuss “the economic aspects of the inter-
section of copyrights and AL.”* M

Endnotes

1. Readers may also be interested in
analyses of intellectual property
implications of Al by the United
States Patent Office
(uspto.gov/initiatives/artificial-
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Intellectual Property Organization
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ip/en/frontier_technologies/).
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Striking a Balance Between Enforcing IP
Rights and Becoming a Trademark Bully

By Paula I. Brueckner and Peter E. Nussbaum

The image of the schoolyard bully is indelible—the big kid who picked on the smaller children
simply because the bully was bigger and stronger. In the trademark space, schoolyard bullies
have been replaced by trademark bullies—often large companies who engage in overly aggressive
tactics to harass and intimidate typically small companies and individuals, beyond the scope of
trademark protection afforded by the Lanham Act or by taking an overly broad position
regarding their own rights. It is important for trademark owners to protect their trademark rights
through policing and enforcement, but doing so overzealously can be highly problematic and
detrimental.

y way of example, in 2015, Lagunitas Brewing Company sued Sierra Nevada Brewing Company over the use and

display of “IPA” on the labels for Sierra Nevada’s then-new Hop Hunter IPA beer cans. As any beer drinker knows,

“IPA” is short for “India Pale Ale,” a style of hoppy beer in the pale ale category. Lagunitas claimed that the styl-

ization Sierra Nevada chose was too close to its own. Sierra Nevada took to social media, and the backlash against

Lagunitas was swift with beer drinkers threatening to boycott. Within one day of filing the lawsuit, Lagunitas vol-

untarily dismissed the case because of the public outcry. The founder of Lagunitas even took to social media him-
self, admitting, “Today was in the hands of the ultimate court; The Court of Public Opinion and in it I got an answer to my Ques-
tion; Our IPA’s TM has limits.” Lagunitas was publicly shamed for being a trademark bully, even though it believed it was simply
policing its mark.
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Another example is Louis Vuitton,
long known to have a strong enforce-
ment strategy as well as often receiving
negative publicity for that approach.
Take, for example, the cease-and-desist
letter Louis Vuitton sent a group of law
students at the University of Pennsylva-
nia in 2012. The students held a fashion-
law-themed symposium featuring a
design resembling the Louis Vuitton toile
print on the flyer. Louis Vuitton’s
demand letter was ultimately posted on
the internet and garnered the company
bad press. Some argued Louis Vuitton has
deservedly earned a reputation as a trade-
mark bully. However, it is worth noting
that it is not only one of the most recog-
nizable brands in the world, but also one
of the most counterfeited.

Trademarks and Service Marks such as
brand names, slogans, logos, color, prod-
uct packaging and configuration, and
even smells and sounds, are among a com-
pany’s most valuable assets. Filing for and
obtaining a registration with the United
States Patent and Trademark Office
(USPTO) is a crucial part of a company’s
overall brand protection strategy, but it is
not enough in and of itself. While the
USPTO will refuse applications based on a
likelihood of confusion with existing reg-
istrations, trademark owners need to
monitor the marketplace for potential
infringement and, if necessary, enforce
their rights. As any trademark practitioner
knows, an effective enforcement strategy
helps brands protect their trademarks and
service marks, but an ineffective one can
be limiting and damaging, if not fatal, to a
company’s rights or result in public sham-
ing and bad publicity. Brands that either
fail to police their marks or engage in over-
ly aggressive bully tactics can face both
legal and commercial repercussions. Thus,
trademark practitioners must strike a bal-
ance when advising clients on trademark
enforcement strategy.

The Lanham Act imposes a duty on
trademark owners to be proactive and to
police the relevant market for infringers.!
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An effective enforcement strategy
enhances the strength and distinctive-
ness of a trademark by eliminating the
use of similar marks in the relevant mar-
ket.”> Common examples of enforcement
include the use of cease-and-desist let-
ters, the filing of opposition and cancel-
lation proceedings before the USPTO’s
Trademark Trial and Appeal Board
(TTAB) to challenge problematic third-
party applications and registrations, sub-
mitting letters of protest to the USPTO,
enrollment in online marketplace brand
registries, submitting takedown notices
to online marketplaces and social media
websites, filing Uniform Domain Name
Dispute Resolution complaints for prob-
lematic domain names, recording marks
with U.S. Customs and Border Patrol, and
filing lawsuits in federal court.

There is no requirement that brand
owners object to every use of a similar
mark. In fact, doing so would be cost pro-
hibitive for all but the largest companies
and result in unnecessary disputes over
unrelated goods and services where there
is plainly no likelihood of confusion.’ It
is incumbent on trademark practitioners
to help trademark owners strike that bal-
ance between overly aggressive enforce-
ment and laissez-faire enforcement.
Indeed, the law recognizes the dilemma
faced by trademark owners. Under the
rule of “encroachment,” trademark own-
ers can tolerate de minimis or low-level
infringement by a junior user without
requiring them to take action or file a
lawsuit.* The trademark owner can wait
until that junior user’s use expands or
changes such that it can cause the trade-
mark owner harm to take action.’

Some trademark owners, however,
believe they need to object to each and
every use of a similar (or what they consid-
er similar) mark no matter how remote
the likelihood of confusion. The classic
example of a trademark bully is a large
company that goes after smaller compa-
nies or start-up companies. Trademark
bullies engage in overly aggressive tactics

to harass and intimidate others beyond
the scope of trademark protection afford-
ed by the Lanham Act or by taking an
overly broad position regarding their own
rights. Their aggressive demand letters can
go beyond trying to force the recipient to
cease use of a mark or threaten litigation—
they sometimes seek to extract unfounded
license fees, payouts, or co-existence
agreements, all under threat of a lawsuit.
Trademark bullies are also known for
engaging in abusive tactics prior to and
during litigation to intimidate the other
party or employ litigation tactics designed
to drive up the cost of defending against
their frivolous claims. Some trademark
owners are so overzealous in their enforce-
ment that they object to fair use and non-
infringing use even where unwarranted.
Courts have taken note of these bul-
lies and granted fees in some cases to
deter such bad behavior and to reduce
frivolous lawsuits.® In extreme cases,
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courts have the power to impose Fed. R.
Civ. P 11 sanctions against trademark
bullies (and their attorneys) when they
engage in particularly vexatious and
egregious conduct or pursue frivolous
claims. In other situations, trademark
bullies have been publicly shamed and
received negative publicity for engaging
in bully behavior. Particularly today,
recipients of unfounded or frivolous
cease-and-desist letters or lawsuits are
quick to post on social media in shaming
campaigns.

Trademark owners who find them-
selves up against a trademark bully are
not without recourse. In addition to
seeking fees where appropriate in federal
court, taking to social media and public
shaming, they can file a declaratory
judgment action. When the bully has
filed an opposition or cancellation at the
TTAB, filing a declaratory judgment
action in federal court allows for sus-
pending the TTAB proceeding, moving
the case to a venue that can award fees (as
the TTAB cannot award attorneys’ fees),
and crafting a narrative that highlights
the bully’s behavior.

Failure to enforce trademark rights
can have serious consequences for brand
owners ranging from limiting those
rights or even losing them. For example,
waiting too long to object to another’s
use of a confusingly similar mark can
give rise to a laches or acquiescence
defense. A party who fails to petition to
cancel a problematic registration within
five years of that registration will lose the
ability to challenge that registration on
certain grounds, including that a likeli-
hood of confusion exists.” In some
instances, the failure to police can result
in the entire loss of trademark rights
through genericide. For example, the
words aspirin, escalator, and thermos
were at one time protectible trademarks
that eventually became generic. That is,
the public learned to associate the mark
with the name of the thing itself rather
than as the source of the product, caus-
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ing the owners of those marks to lose
trademark protection for them.

Trademark practitioners can help
trademark owners navigate the extremes
of being a bully and losing rights to find
an enforcement strategy that is effective,
economical, and reasonable. A balanced
enforcement strategy should consider
what rights the trademark owner has
based on existing registrations and actual
use of the mark as well as whether a like-
lihood of confusion exists or if actual
confusion has already occurred. It
should also consider what the trademark
owner wants to accomplish, such as an
immediate or phased end to the infring-
ing behavior, a license, a settlement
agreement or continued monitoring for
future infringements, and/or some com-
bination of outcomes. It is also impor-
tant to keep in mind what a realistic and
successful enforcement outcome is in
each instance. One trademark owner
may be satistfied with a reasonable sell-off
period and cessation of infringing activi-
ty while another may be resolute in
obtaining compensation from the
infringing party.

Cease-and-desist letters are perhaps
the most commonly used enforcement
toolin a trademark practitioner’s arsenal.
That is because they alert an infringing
party of the trademark owner’s rights
and can result in discontinuation of the
infringing mark or abandonment of
problematic applications without the
need for costly litigation, whether before
the TTAB or in federal court. In situations
where litigation is unavoidable, evidence
of having used cease-and-desist letters
can support a finding of willfulness,
which is defined as the

infringe or a deliberate disregard of a

“intent to

mark holder’s rights.”® In a federal trade-
mark infringement case, a finding of
willfulness can entitle the trademark
owner to obtain attorneys’ fees, and in
counterfeiting cases, statutory damages
ranging between $1,000 and $200,000
per mark rather than actual damages,

which can be hard to prove or minimal.’
While the TTAB cannot award monetary
damages or attorneys’ fees, a finding of
willfulness can be considered in the like-
lihood of confusion analysis in an oppo-
sition or cancellation proceeding.

In short, a creative cease-and-desist
letter can end the problematic behavior
and garner positive media attention for
the trademark owner. By way of example,
in the mid-2010s, a global media compa-
ny cleverly and creatively asserted its
rights by sending an unauthorized pop-
up bar a reference-filled, humorous letter
making clear that it objected but would
allow it to complete its initial scheduled
run. The letter went viral, and the public
response was positive—for both the pop-
up bar and media company. And the
lawyers received praise for having taken a
metered and creative enforcement
approach while avoiding falling into the
trademark bully trap. ll
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THE NAME GAME

Strategic Considerations for Trademark Attorneys
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By Alice Denenberg

inger Katheryn Elizabeth Hudson adopted the name Katy Perry to dis-
tinguish herself from actress Kate Hudson, but later lost her right to use
Katy Perry as a trademark in Australia to down-under fashion designer
Katie Perry.' In a bygone era, when she was engaged to Rob Kardashian,
Angela Renee White aka Blac Chyna optimistically filed a trademark
application for “Angela Renee Kardashian,” but it was opposed before
the Trademark Trial and Appeal Board (TTAB) by all three of the Kardashian sisters.”
Also at the TTAB, Kylie Minogue asserted herself as the “real” Kylie by opposing KYLIE
trademark applications filed by Kylie Jenner.* After selling her first namesake brand
Kate Spade & Co., designer Katherine Noel Valentine Brosnahan Spade could not
shake her enthusiasm for monikers and later launched a new eponymous brand,
“Frances Valentine.”* Finally, it is no secret that Taylor Swift is famed not just as a
singer-songwriter, but also for her legendary trademark portfolio.®
A person’s name is the cornerstone of their identity and may carry personal, famil-
ial, cultural, or other significance. From a legal perspective, names that are intended
to function as trademarks require additional considerations both in securing protec-
tion as well as in the context of licensing, franchising, employment, purchase, or
other contractual agreements. Attorneys should carefully counsel clients on the con-
siderations specific to eponymous trademarks.
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Unless the name is especially rare, brand owners seeking protection for single
name trademarks (first names or last names) should anticipate that a
trademark clearance search may result in a greater risk of refusal and the
conclusion that it would be necessary to add a distinctive term or design
element to increase the likelihood of securing protection.
e

Trademark Clearance Searches

The importance of conducting a clear-
ance search before adopting, using, or fil-
ing for trademark protection cannot be
understated.® This is especially relevant
for names as they are frequently adopted
as brands. This seems to be particularly
the case for celebrities and fashion
designers, where name trademarks reign
supreme. Unless the name is especially
rare, brand owners seeking protection for
single name trademarks (first names or
last names) should anticipate that a
trademark clearance search may result in
a greater risk of refusal and the conclu-
sion that it would be necessary to add a
distinctive term or design element to
increase the likelihood of securing pro-
tection.

Consent to Register

The U.S. Patent & Trademark Office
(USPTO) typically requires jumping
through some extra hoops where a name
is part of or “the” proposed mark. For
instance, consent to register is required
when the subject trademark consists of a
name, portrait, signature, or likeness of a
living individual.” Once registered, the
certificate of registration will bear a con-
sent statement.® In cases where there is
some connection between the person
and the goods and/or services (usually
due to some measure of fame), then the
consent requirement may also apply to
registration of a first name, nickname,
pseudonym, or stage name.’ In the case of
well-known people, the record must also
identify the real name and indicate that
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the name identifies a living individual.”

An example of this requirement is
shown by trademarks connected to
author J.K. Rowling, creator of the Harry
Potter series. Rowling later adopted the
pseudonym Robert Galbraith as the
author of the Cormoran Strike series. The
registration for the trademark JK ROWL-
ING includes the statement, “The name
JK ROWLING’ identifies the nickname
of JOANNE ROWLING, a living individ-
ual whose consent is of record.”" Rowl-
ing’s pseudonym Robert Galbraith, has a
similar statement, “The name(s), por-
trait(s), and/or signature(s) shown in the
mark identifies “ROBERT GALBRAITH,” a
pseudonym of Joanne Rowling, whose
consent(s) to register is made of record.””
Finally, author Robert Galbraith’s fic-
tional character CORMORAN STRIKE
bears the statement, “The name(s), por-
trait(s), and/or signature(s) shown in the
mark does not identify a particular living
individual.”®

An interesting quirk of the Trademark
Manual of Examining Procedure (TMEP)
is that the consent requirement also
applies to the name of a deceased Presi-
dent, if a widow is still alive." For a partic-
ular living President, consent to register
is the subject of consideration by the U.S.
Supreme Court. Currently under review
is a trademark application for “TRUMP
TOO SMALL,” and the Court must deter-
mine whether the consent to register
requirement is a violation of the First
Amendment.

The case, Vidal v. Elster, involves Steve
Elster, who filed a trademark application

for the phrase TRUMP TOO SMALL for
clothing and apparel.® Unsurprisingly,
the application was refused registration
on the basis that the trademark identifies
a particular living individual (former
President and current candidate Donald
Trump), and Elster did not secure
Trump’s consent to register the trade-
mark.” The test imposed by the USPTO is
whether the name of a trademark identi-
fies a particular living individual, and
the person bearing the name will be asso-
ciated with the mark.” Both the examin-
er and the TTAB determined that the
name identifies Donald Trump, and
given his notoriety, there is likely to be
an association between him and the
goods. In the first Office Action after the
applied-for mark was filed, the examiner
provided the applicant an opportunity to
secure registration by meeting the fol-
lowing criteria: a) a statement that the
trademark identifies Donald Trump and
b) by securing Trump’s written consent
to register the trademark.”®

Elster admitted that Trump was the
subject of the trademark, but as to con-
sent he argued that he was entitled to
register the mark as political commen-
tary, and therefore, it is protectable
speech under the First Amendment
(along with other First Amendment argu-
ments). In its final decision affirming the
examiner’s refusal, the TTAB explained
that the consent rule recognizes a living
person’s right of privacy and publicity in
their identity, but that it also serves to
protect consumers from source decep-
tion.” The TTAB further refuted the
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argument that refusal to register was a
violation of free speech as the applicant
was still free to use the phrase TRUMP
TOO SMALL in common law.” In short,
the TTAB determined that “the prohibi-
tion applies in an objective, straightfor-
ward way to any proposed mark that con-
sists of or comprises the name of a
particular living individual, regardless of
the viewpoint conveyed by the proposed
mark.”” In essence, the issue was not
whether the trademark was a negative
commentary on the name as even a pro-
Trump trademark would still require
Trump’s consent to register. The refusal
to register was due to lack of consent as a
public policy interest to safeguard the
public from misleading or deceptive
source-identifiers, which is outside of the
scope of the First Amendment’s protec-
tion of speech.”

From a practical viewpoint, obviating
the consent to register requirement
would encourage a cascade of trademark
applications for celebrity names and like-
nesses, and would effectively remove a
person’s control over her or his own
name. While some celebrities such as the
Kardashians/Jenners and Taylor Swift
have large trademark portfolios, not all
celebrities are as strategic. For those with
existing trademark portfolios, eliminat-
ing the consent requirement would force
celebrity owners to engage in expensive
enforcement actions relying primarily
on a likelihood of confusion. On the
other hand, celebrities without existing
trademark applications or registrations
could face a total loss of control of trade-
mark rights in their names. In some
cases, obviating the consent requirement
would render the USPTO’s trademark
examiners powerless to refuse registra-
tion even if the celebrity is famous.” The
consent requirement acts as an added
layer of protection for all celebrities or
those with names associated with a prod-
uct or service, even if they did not file for
protection of their name as a trademark.

While Elster is currently pending, the
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general consensus is that the U.S.
Supreme Court is likely to rule against
Elster, meaning the consent requirement
will be upheld.

Primarily Merely a Surname

Another possible prosecution pitfall is
receipt of a refusal for “primarily merely a
surname.” This refusal is substantive, and
is similar to a refusal to register based on
descriptiveness.”* An applicant with such
a refusal could still secure registration for
a surname, either through five years of
substantially exclusive use in commerce
(aka acquired distinctiveness), or by
applying for more limited protection on
the Supplemental Register.” The policy
behind such refusal is to prevent trade-
mark registration for last names that
have no significance other than that of a
name (i.e. they are merely a surname).”
Since many people may share the same
surname, each with a potential interest
in using the name for a business, the
requirement for acquired distinctiveness
as a prerequisite for registration on the
Principal Register delays appropriation of
exclusive rights in the surname.”

While there is no per se rule on deter-
mining whether a term is a surname, the
TTAB has adopted five representative
example inquiries to determine the pub-
lic’s perception of the name.*

These include:

1. If the surname is rare—If it is rare, it is
likely not primarily merely a surname.
However, even a rare surname will not
preclude a finding of primarily merely
a surname if purchasers would find
the meaning of the term to be that of
a surname (this term ‘sounds’ like a
last name).

2. Ifthe term is of anyone connected with
the applicant—whether the name is
that of an officer or founder of the
company. If it is, then it is likely prima-
rily merely a surname. This factor
applies even if the trademark is owned
by an entity, rather than an individual.

3. Whether the term has a recognized
meaning other than that of a sur-
name. For example, geographic terms
that may also be names, such as
“Hamilton” and “Washington” are
not considered to be primarily merely
a surname. The same applies to terms
such as “Keys” or ”"Black” that can be
surnames but have other known
meanings.

4. Whether it has the “structure and pro-
nunciation” of a surname—this ties
into the first consideration in that
rare surnames may not be primarily
merely a surname, unless the word
could not be interpreted as anything
other than a surname.

5. Finally, if the mark is stylized, whether
the stylization is sufficient to provide
a separate commercial impression
from the name. Generally, adding
stylization to an otherwise descriptive
term can help secure protection of a
trademark on the Principal Register.
However, there is still a minimum
amount of stylization required, which
if insufficient, will relegate the trade-
mark to the Supplemental Register.”

If a term has no meaning or no per-
ceived meaning other than that of a sur-
name, then it is likely primarily merely a
surname. This also applies to words with
other meanings, both in English or in a
foreign language. When the primary sig-
nificance of a non-English term is that of
a surname, the term is not supposed to be
translated, but the refusal will still
apply.” A misspelled term, i.e. phonetic
equivalent, will not prevent a surname
refusal.* Adding a title such as Mr. or J.D.
or a legal or family entity such as Corp. or
& Sons, or even .COM can sometimes
turther enhance the determination that
a mark is a surname, rather than prevent
this conclusion.” Similarly, adding
descriptive wording to a surname, does
not remove the mark from the realm of
descriptiveness or prevent a surname
refusal.®®* However, certain historical
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terms or famous historical figures may
not be refused on the surname basis, as
the name has other connotations.*

Another quirk of USPTO practice is
that while surnames are considered
descriptive, there is no requirement
under the rules to disclaim a surname as
there is for widely used words.*

The ultimate conclusion falls on the
primary significance of the term to the
purchasing public or the public’s percep-
tion, notwithstanding any other mean-
ings it may have.* Practitioners may
encourage their clients to avoid a sur-
name refusal by including a first name
with the surname, adding initials to a
surname, or by having two surnames.”
Adding in these other names removes
the trademark from purview of “primari-
ly merely a surname” into that of refer-
encing a particular person.* Alternately,
adding an inherently distinctive term to
a surname can make the mark as a whole
registrable on the Principal Register.”

When filing for a trademark that con-
sists of a surname (or could reasonably be
perceived as such), it is important to
remember the risk of refusal and to plan
for this possibility.

Fashion Industry Agreements

While eponymous trademarks can
apply to any good or service, they are fre-
quently found in the fashion industry.
Fashion designers often use their name
as their brand and in some cases the
brand can become a household name.
When “name” brands of fashion labels
are sold, additional considerations may
apply, specifically to the owner of the
name and especially if they decide to
continue designing.*

After menswear designer Joseph
Abboud sold his namesake brand, he
decided to start a new one.” Unfortu-
nately, his new brand JAZ hit a snag since
he was using Joseph Abboud in connec-
tion with JAZ. JA Apparel Corp, the buyer
of the Joseph Abboud trademark sued
Abboud for trademark infringement.*
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Ultimately, the Southern District of New
York ruled that while JA Apparel Corp
purchased the trademark JOSEPH
ABBOUD, Abboud was still permitted
some descriptive use of his name so that
he could be credited as the designer of
the new brand.* However, he was pre-
cluded from using his name as a trade-
mark, which meant he could not use it
on hang tags, product packaging or prod-
uct labels. The decision in this case sepa-
rated the designer from the trademark.*

A more recent example is also a cau-
tionary tale.* The story involves then-
up-and-coming wedding dress designer
Hayley Paige Gutman. As Hayley Paige,
she signed an employment agreement
with JLM that involved allowing the use
of her name HAYLEY PAIGE as a trade-
mark.* JLM later sued Gutman for
breach of contract when the relation-
ship soured and she refused to turn over
control of her purportedly personal
social media accounts.” Ultimately, all
the parties ended up as losers as JLM is
in bankruptcy proceedings due to the
litigation, and Paige walked away from
her name as a brand and ended up creat-
ing a new brand under the trademark,
CHEVAL.* As of May 2024,
remand, miss Paige was granted back

after

control of her personal social media
account @misshaileypaige, but based on
the court’s assessment, the non-com-
pete clause was left in place until the
end of the five-year term.*

When a designer uses their name as a
brand and the brand is later sold, the
designer may be giving up future rights
to use that name on any product or serv-
ice. Therefore, the specific wording of
any agreement for the rights to a person’s
name should be written carefully and
should thoroughly address all expecta-
tions and scenarios.

Any agreements for the purchase of
names as trademarks should include a
detailed list of the various types of uses,
whether as trademarks, domain names,
social media handles, and future uses

should the designer wish to self-refer-
ence any new endeavors.

Takeaways

e Conduct a clearance search before
adopting, using or filing for trademark
protection

e Be aware of special prosecution con-
siderations that apply to name trade-
marks such as consent and surname
refusals

e Take into consideration case law on
eponymous trademarks to ensure
agreements account for a namesake’s
future plans for their own name. ll
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Seeing is Believing
Using Trade Dress and Design Patents to Boost
Brand Impact and Protect Product Appearance

By Andrew J. Hollander

The realm of trade dress and design patent rights is vast.
From the size of a modest line segment to that of a colossal
building, and coming in many shapes, colors, and patterns,
its range is limited only by the ingenuity of the business-
people who create these visual assets and the skill of the
attorneys who protect them.
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Sometimes there is perceived overlap
between trade dress and design patents.
By way of example, which of the follow-
ing are drawn from U.S. trade dress regis-
trations, and which U.S. design patents?

Answers: At left are drawings from
trade dress registrations, at right figures
from design patents.

Despite outward similarities, on closer
look there are significant differences in
the paired drawings. The cup in the first
row has wavy lines and the one at its right
straight ones. Subject matter can be wildly
different: the green circle bounds a ceram-
ic disc from which dental implants are
milled, the black one to its right shows a
stripe on a golf ball. The common denom-
inator is that both trade dress and design
patent regimes can basically protect dis-
tinctive, non-functional features relating
to designs used commercially. As the Unit-
ed States Supreme Court put it simply:
“Trade dress is, of course, potentially the
subject matter of design patents.”

Trade dress and design patent rights
are complementary tools in an overall
commercial strategy to protect products
and brand. This article covers the nature
and scope of these rights, their advan-
tages and occasional pitfalls, and con-
cludes with considerations for employ-
ing their powerful capabilities.

Trade Dress

A trademark is a source-identifier. It
identifies the source of goods and servic-
es in the marketplace.” The Lanham Act
defines a “trademark” as “any word,
name, symbol, or device, or any combi-
nation thereof [used] to identify and dis-
tinguish [a producer’s goods]...and to
indicate source of the goods...”" The
Supreme Court regards trade dress as a
“symbol” or “device”” “[T]he protection
of trademarks and trade dress under §
43(a) [of the Lanham Act]| serves the
same statutory purpose of preventing
deception and unfair competition. There
is no persuasive reason to apply different
analysis to the two.”®
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As the United States Court of Appeals
for the Third Circuit put it well:“[t]rade
dress has been defined as the total image
or overall appearance of a product, and
includes, but is not limited to, such fea-
tures as size, shape, color or color combi-
nations, texture, graphics, or even a par-
ticular sales technique.”* In short, it
“encompasses the overall design and
appearance that make the product iden-
tifiable to consumers.””

What cannot be protected by trade
dress? Not much in the commercial
domain so long as a symbol or device is
not functional and becomes known as a

source-identifier or is inherently distinc-
tive from the get-go. As the Supreme
Court noted: “human beings might use
as a ‘symbol’ or ‘device’ almost anything
at all that is capable of carrying mean-
ing,” and thus the field of trade dress can
be quite expansive.”

With rights come a remedy. As Profes-
sor J. Thomas McCarthy observes in one
of the leading treatises in trademark law,
“[t]he test of trade dress infringement is
the same as the traditional test of trade-
mark infringement: is there a likelihood
of confusion resulting from the accused
trade dress?”
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Trade dress is registrable at the U.S.
Patent and Trademark Office if falls with-
in one of three categories:

1. Inherent distinctiveness under 15

U.S.C. § 1052[first sentence]

a. By its “intrinsic nature” the mark
identifies—and distinguishes—a
source of goods or services in the
marketplace.”

2. Acquired distinctiveness under 15

U.S.C. § 1052(f)

a. By having developed “secondary
meaning”, i.e., in the minds of the
public the mark identifies a source of
products or services rather than the
products or services themselves.”

3. Capable of distinctiveness under 15

U.S.C. § 1091

a. Capable of distinguishing goods
and services, but which “could one
day gain eligibility for the princi-
pal register.”*

Categories (a) and (b) above are eligi-
ble for the Principal Register, and (c) the
Supplemental Register only .*

Not all trade dress is treated equally.
Where understood as product packaging
(including décor of a restaurant as in Two
Pesos) it may be found inherently regis-
trable without proof of secondary mean-
ing, but as product design it requires such
proof.”” Close call whether packaging or
design? Then the trade dress will be clas-
sified as product design and secondary
meaning assessed.”

The USPTO is an apt forum in which to
perfect trade dress rights. It honors judi-
cial precedent of course, observing in its
Trademark Manual of Examining Proce-
dure (TMEP): “trade dress includes the
design of a product (i.e., the product
shape or configuration), the packaging in
which a product is sold (i.e., the “dress-
ing” of a product), the color of a product
or of the packaging in which a product is
sold, and the flavor of a product.”*

Though secondary meaning can be
proved up in court, the USPTO will enter-
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tain evidence of such distinctiveness in
trademark  applications.  Distilling
Supreme Court precedent, the TMEP says,
“A mark that consists of product design
trade dress is never inherently distinctive
and is not registrable on the Principal
Register unless the applicant establishes
that the mark has acquired distinctive-
ness under §2(f) of the Trademark Act.”*
But, it goes on to say, “[p]roduct packag-
ing trade dress may be inherently distinc-
tive.”* Even so, “[a]pplicants face a heavy
burden in establishing distinctiveness in
an application to register trade dress” for
design, with “a mere statement of five
years’ use...generally not sufficient,”
though it may be easier to make this
showing with product packaging than
product design.”

A key impediment: functionality. One
may not register a mark that “comprises
any matter that, as a whole, is
functional.”® “[T]rade dress protection
may not be claimed for product features
that are functional.”” There is no bright-
line definition of functionality, but “[i|ln
general terms, a product feature is func-
tional, and cannot serve as a trademark,
if it is essential to the use or purpose of
the article or if it affects the cost or quali-
ty of the article.”®

Seeking to avoid trade dress rights that
amount to “back-door” utility patents,
the functionality doctrine promotes
“free and open competition.””

Design Patents

Design patents are available for “any
new, original, and ornamental design for
an article of manufacture.... The provi-
sions of the U.S. patent statute—Title
35—relating to patents for inventions
shall apply to patents for designs, except
as otherwise provided.”* The subject
matter of a design patent can embrace:
(1) configuration or shape of an article;
(2) surface ornamentation applied to an
article; or (3) a combination of (1) and
2).»

U.S. design patents are distinct from

U.S. utility patents. A utility patent—sub-
ject matter of which is a method,
machine, manufacture or composition
of matter*—basically goes to functional-
ity, i.e., how an article is used and works.
A utility patent, the term of which is 20
years from its earliest effective filing
date,* is granted if the invention is new,
useful, and not obvious to a person of
skill in the art.* A design patent, as stat-
ed, cannot protect functionality.

However, design patents exist in the
same legal regime as utility patents.
Thus, as with utility patents, if an inven-
tion for which a design patent is sought
has been publicly available for more than
one year, then it is an absolute bar to
patentability. In this case one may have a
super design invention, but it will not be
a patentable invention.

As with trade dress, subject matter for
a design patent must be non-functional.
Unlike with trade dress, however, term of
a design patent is limited. It expires 15
years from grant.” In distinction, term of
a U.S. trade dress registration is potential-
ly indefinite—provided it is renewed
every 10 years, which is possible only if
the trade dress remains in use.

What is “non-functional” for design
patents? Purity is not required. A design
can be “primarily ornamental,” because
after all the statute requires that there be
an article of manufacture “[T]he fact that
the article of manufacture serves a func-
tion is a prerequisite of design patentabil-
ity, not a defeat thereof.”**

Design patents can coexist with their
cousins, utility patents, which address
functional and/or structural inventions.
However, care must be taken not to claim
for utility patents features properly pro-
tectable by design patent, and vice versa,
as this could jeopardize the validity of
both.

The test for design patent infringe-
ment is whether an “ordinary observer”
who is familiar with designs of prior art
to the design patent would be deceived
into believing that an accused design is
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substantially the same as the patented
design.”

Design patents in the U.S. are avail-
able in 33 U.S. Design Classes, which run
the gamut from “Edible Products” (class
D1) to “Furnishings” (D6), “Tools and
Hardware” (D8), “Jewelry..” (D11), to
“Medical and Laboratory Equipment”
(D24), and many more.

In September 2023, U.S. Design Patent
No. 1,000,000 was granted for a “Dis-
pensing Comb,” to Agustina Huckaby.
The allowance rate for design patent
applications (number of design applica-
tions allowed divided by number dis-
posed of in current fiscal year) was 83%
in early 2024.*

Design patent inventions are vulnera-
ble to a pitfall that trade dress cannot trip
into: statutory bars. A design patent is
subject to the public use and on-sale bars
of 35 U.S.C. § 102. These forbid granting a
patent to inventions that have been made
publicly accessible and/or on sale. There
may be a saving “grace”—a one-year grace
period under limited circumstances.

Strategic Use of Trade Dress and
Design Patents

Carefully managed, both design
patent and trade dress rights on similar
subject matter by the same owner can
exist concurrently. And, trade dress can
be used to establish rights after the expi-
ration of a design patent. A good exam-
ple is the design patent which ran from
1923-1937 on the shape of the “article”
that became the Coca-Cola® bottle; in
1960 the company obtained a trade dress
registration that extends to this day. “The
existence of design patent does not pre-
clude the same product from protection
as a trademark under the trademark
statute [Lanham Act] either simultane-
ously or successively.”*

And, of course, one may cultivate
trade dress registrations or design patent
grants exclusive of the other. Many com-
panies have one or the other but not
both.
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Each situation is different, but the fol-
lowing general practice considerations
may be worth considering.

1. Consider registering trade dress.
Registration provides public notice to
third parties that you are claiming
rights in a brand. It can deter them
from adopting its features or coming
close. Registration also may enable
the USPTO to do initial enforcement
work for you by properly refusing con-
fusingly similar marks. Further, a reg-
istration is prima facie evidence in a
lawsuit that your trade dress is entitled
to protection, the USPTO having
already evaluated its distinctiveness
and non-functionality; in a lawsuit on
unregistered trade dress, however, it is
the plaintiff’s burden to show the
claimed trade dress is non-functional,
based on a 1999 amendment to the
Lanham Act.” And with time—five
years—a trade dress registration can
become “incontestable” under Sec-
tion 15 of the act, providing a strong
suite of added rights. Judgment calls
are essential, however. There may be
strategic and commercial reasons not
to register.

2. Describe the scope of trade dress in
adequate detail. A detailed written
description and drawing in a trade
dress registration can weigh in your
favor, and can help in defeating a
motion to dismiss by an accused
infringer. For example, if the accused
infringer argues that your trade dress
is too general and its scope of rights
vague, you can point to clear language
in the design description to the con-
trary. You can also point to the use of
lines in the drawing: solid lines indi-
cate protectable elements, whereas
broken lines are not part of the mark
but just the environment in which the
trade dress exists. Nike used these
approaches to its advantage recently,
defeating a motion to dismiss.* Again,
however, judgment is needed. There

may be strategic or commercial rea-
sons to claim specific features (or not).

. Be careful about touting functional

product benefits that derive from
trade dress or design patent rights.
Advertising and marketing sell con-
sumer benefits. However, many rights
owners have been tripped up by evi-
dence that their sales pitch touts ben-
efits that are functional and map to
trade dress or design patents. Func-
tionality defeats both trade dress and

design patent rights. For example, the
USPTO’s Trademark Trial and Appeal
Board held that the configuration of a
metal beverage container with vertical
fluting was functional thus not regis-
trable, in part because “[a]bsent from
applicant’s advertising is—any pro-
motion of fluting as an indication of
the source of its beverage container.
Rather, applicant’s advertising pro-
motes the functional features of its
beverage container, i.e., superior
strength, firm grip, easier to hold, and
10% metal savings.”*

. Consider drawing attention to your

trade dress such as by “look for.”
Trademarks identify source. One may
wish to emphasize this in marketing.
For example, the owner of the Supple-
mental Register registration of the
green ring for “dental ceramics” stated
to the USPTO that, “This shade of
green is thematic in the applicant’s
overall branding scheme,” and sub-
mitted examples of advertising that
said, “Look for the Green Ring” next
to the brand commitment, “Because
when you see it, you’ll know the Har-
vest Promise stands behind it.”*

. Timely consider design patents, or

the invention’s patentability may
be barred. As with utility patents,
design patents may not be obtained if
the invention has been in public use
or on sale.* Exceptions may apply,
possibly providing a one-year grace
period, but this is a highly nuanced
area of patent law.
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6.

Consider the Supplemental Regis-
ter. The Supplemental Register may
not be a first choice. However, though
not as protective as registration on the
Principal Register, a registration on
the Supplemental Register still allows
one to use a registration symbol—®—
and the fact of registration provides
notice to third parties.

Actual use in the marketplace is a
predicate for a trade dress registra-
tion, but not a design patent grant.
One must show actual use in the mar-
ketplace for a U.S.-originated trade
dress application under Section 1(a)
or 1(b) of the Lanham Act. Obtaining
a design patent does not have this
predicate. B
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By John A. Stone

s rapidly advancing biotechnology enables us to duplicate and use
what is found in nature—including from our own bodies—to improve
our health and lives, the U.S. Supreme Court ruled that the more
biotech innovation copies or observes natural phenomena—even if
done in alaboratory and not in nature or within a patient’s own body—
the less likely the intellectual property (IP) will be patentable. Given
that patent paradox, and the significance of and investment at stake in biotechnolo-
gy, trade secret protection is a viable option for biotech and life science companies.

The Biotech Future is Now

“Biotechnology is a field that is capable of modern-day miracles”! and is “moving
so fast that a lot of the science that not so long ago was just fiction is now part of our
daily lives.”” Procedures, therapies, and products that were once merely science fiction
are now performed, provided or created “routinely by graduate and even undergradu-
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At the same time that...extraordinary advances in biotechnology are being
made, with even more stunning likely breakthroughs on the horizon, the U.S.
Supreme Court held that innovations that merely use or observe laws of nature
are not patentable. Those restrictions can be extremely consequential given the
time and investment that biotechnological innovation requires.

ate students or by low-level laboratory
technicians.”

Genetic engineering is being used to
“make plants more nutritious, produce
medicines” and to “modify the DNA of
worms, fruit flies, zebrafish, mice, and
many others to replicate and study
human diseases.” The gene editing tool
CRISPR-Cas9 aids research and develop-
ment of treatments and cures for many of
illnesses, including blood disorders and
cancer.” To address a lack of organs for
transplantation that inspired many sci-fi
dystopias, artificial organ replacements
are being made using 3D printing and
genetic engineering, including using
pigs who were genetically altered to have
organs tailor-made to be suitable for a
person that needs a transplant.’

“Unlike mechanical inventions,”
advances in biotechnology and life sci-
ences “rely on products of nature, such as
DNA from “living organisms, including
human beings, and acts as a code that
directs cells to build proteins. DNA con-
sists of nucleotides, or four unique build-
ing blocks that can be arranged into dif-
ferent sequences. Living things also
contain proteins, a vast array of mole-
cules that carry out various functions on
a cellular level” upon which biotechno-
logical innovation may be based.*

At the same time that these kinds of
extraordinary advances in biotechnolo-
gy are being made, with even more stun-
ning likely breakthroughs on the hori-
zon, the U.S. Supreme Court held that
innovations that merely use or observe
laws of nature are not patentable.” Those
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restrictions can be extremely consequen-
tial given the time and investment that
biotechnological innovation requires.
Clear and reliable IP rights “encourage
investment in life science research and
development” by providing “protection
against theft of the fruits of our mental
labors,” while weakening “those protec-
tions creates a perverse incentive—to
misappropriate rather than innovate.”®
Investors in biotech require “a return
comparable to the risk” and “will not
back expensive, long-term R&D projects”
without some protection, including for
the IP’ Therefore, the ability to protect
biotech and life science IP is “vital for
biotechnology companies to protect
their investments and develop new med-
icines, fight diseases and create new agri-
cultural products.””

Most importantly, “trying to have
one’s cake and eat it too with an inven-
tion or trade secret by seeking patent and
trade secret protection can, if not done
very carefully, result in loss of the confi-
dentiality of the trade secret.”"

The Patent Paradox

To receive a patent, an applicant must
apply to the U.S. Patent and Trademark
Office and explain how their inventions,
defined as “process[es], machine[s], man-
ufactur[es], or composition[s] of matter,”
are novel, nonobvious, and useful.”
Although Section 101 of the Patent Act
defines patentable subject matter as “any
new and useful process, machine, manu-
facture, or composition of matter, or any
new and useful improvement thereof,””

“[1]Jaws of nature” and “natural phenom-
ena” might not be patentable* in part
because they are fundamental to scientif-
ic and technological progress.®

Since “all inventions at some level
embody, use, reflect, rest upon, or apply”
a natural law, an invention based on
nature can only be patented if the desired
patent “amounts to significantly more
than a monopoly over” or merely identi-
fies and applies a natural law or phenom-
enon to prevent “basic tools of scientific
and technological work” from being “tied
up” and thereby inhibiting future inno-
vation based on those laws of nature.”In
two opinions, the U.S. Supreme Court set
forth a two-part “Alice/Mayo test”” “[t]o
distinguish claims to patent-eligible
applications of...natural phenomena
from claims that impermissibly tie up
such...phenomena.”"®

In step one of the Alice/Mayo test, the
Court asks whether the asserted claims
are “directed to” a natural phenome-
non.” If the answer is no, the Court ends
its inquiry because the claims are patent
eligible.” However, if the asserted claim
of patentability are directed to a natural
phenomenon, the Court must proceed
to Alice/Mayo step two, where it “exam-
ine[s] whether the limitations of the
[patent] claim apart from the...natural
phenomenon, considered individually
and as an ordered combination, ‘trans-
form the nature of the claim into a
patent-eligible application.”””

In step two, a Court assessing
patentability “interrogates the elements
of each claim” of patentability, “both
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individually and as an ordered combina-
tion,” to determine whether they con-
tain an “inventive concept” sufficient to
transform the nature of the claim into a
patent-eligible application by, for exam-
ple, “integrat[ing] the building blocks [of
nature] into something more” than the
natural law.”” If so, the asserted IP is eligi-
ble for patenting; if not, the IP cannot be
patented.”

In applying the patentability barrier
to IP based laws of nature and natural
phenomena, courts “must distinguish
between patents that claim the building
blocks of human ingenuity and those
that integrate the building blocks into
something more, thereby transforming
them into a patent-eligible invention; ...
While a scientific truth, or the mathe-
matical expression of it, is not a
patentable invention, a novel and useful
structure created with the aid of knowl-
edge of scientific truth may be
patentable.” A process that uses natural
law must also contain an “inventive con-
cept” “sufficient to ensure that the
patent in practice amounts to signifi-
cantly more than a patent upon the nat-
ural law itself.”*

This seemingly simple distinction
between, copying or observing nature, as
distinguished from altering what occurs
in nature, has been anything, but simple
and is often assessed based on detailed
and pains-taking examination of the
facts, science and innovation that make
legal and business planning problematic.
However, despite impassioned pleas from
business, scientific and legal communi-
ties, the Supreme Court has “turned
down dozens of cases, including four the

federal government has recommended
hearing, arguing that more clarity is
needed on patent eligibility, a widely
held sentiment in patent circles,” creat-
ing uncertainly for many biotech and life
science technologies.”

Here are some examples.

Diagostic And Therapeutic IP

The Supreme Court held that a test in
which a metabolite was detected and
analyzed to provide guidance regarding
the dosage of a drug was not-patentable
because the party seeking patent protec-
tion did not recite enough detail to
describe a patentable application of nat-
ural laws.” Similarly, the Supreme Court
ruled that a naturally occurring deoxyri-
bonucleic acid (DNA) segment is a mere
product of nature and therefore not
patent eligible, and did not become
patentable merely due to its isolation
from a longer, double-helix DNA mole-
cule.” However, the Court further held
that synthetically created complementa-
ry DNA (cDNA) that omits portions of
naturally occurring DNA is patent eligi-
ble, because the synthetic material is not
naturally occurring.

Additionally, an “assay for detecting
an anti-vinculin antibody” to diagnose
irritable bowel syndrome (IBS) was found
unpatentable because the efficacy of that
assay “is dependent on the correlation
between IBS and anti-vinculin antibody”
which, in turn, is dependent upon “a
core law of nature.””

Based on these and other cases, gene-
based diagnostic method patents that
“must rely on the natural expression of
DNA, including the information in those

genes... to have any real value” may have
become unpatentable.” To be patentable,
a biologically-based invention must at
least do more than “merely look at and
observe the natural phenomenon.” If the
diagnostic IP “simply informs the public
of the existence of a natural phenome-
non and allows observation of the natu-
ral processes at work, for example,
through a diagnostic technique involv-
ing the observation of natural, physio-
logical processes,” it will “likely be found
unpatentable.”* Additionally, “if the
body’s immune response is a law of
nature, then the remaining aspects of the
claim must be examined for an inventive
concept” to be patented.”

Replacement Organs

The ability to essentially regrow an
organ from the same person who will use
itis no longer science fiction.* The key to
patentability of this kind of IP is the “fine
line between natural occurrences and
human innovation that has been blurred
with the blending of both 3D printing
machinery and the very biological sys-
tems that sustain us.” For example,
“when 3D printing a kidney or lung, the
result will be a replica of what already
exists in nature. Each organ that is print-
ed, while using the patient’s own unique
cells, remains identical to all other natu-
rally occurring organs already in exis-
tence.” The challenge in determining
whether a 3D printed organ possesses
markedly different characteristics from
any found in nature is not as easy as one
might think. Changing a human cell
from mere tissue to growing cells that
will become human kidneys, “does not

In applying the patentability barrier to [P based laws of nature and natural
phenomena, courts “must distinguish between patents that claim the building
blocks of human ingenuity and those that integrate the building blocks into
something more, thereby transforming them into a patent-eligible invention”...
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add anything new to the organ or change
the very essence of the organ.”*

On the one hand, the “apparent alche-
my” of 3D bioprinting could constitute a
modification of cells that have “markedly
different characteristics” from what is in
nature. On the other hand, the final
printed organ is a naturally occurring
organ and already exists in nature. More-
over, the lab technician does not create
something new by using human cells as
biological ink to print a kidney because
the organ itself is not a new creation.
Although “3D printed organs require
human handiwork in printing the organ
itself, the scientist’s involvement in the
process does not alter the way in which
the organ functions or will function once
it is removed from the printer, which
means that the scientist” might be con-
sidered a mere “conduit for that which
already exists in nature.” Thus, much like
“a farmer aids the growth of her crops, a
scientist helps the organ grow inside the
printer, yet neither the farmer nor the sci-
entist may claim patent rights for what
nature has produced.”*

Some may argue that a 3D printed
organ is distinct from the previous organ
that the patient was forced to discard,
but if that discarded organ were to be a
healthy and fully functioning organ
then it would be identical to the organ
taken out of the 3D printer. The differ-
ence between the human organ that
failed the patient and the one that will
cure the patient fails to serve as a justifi-
cation for why a 3D printed organ con-
tains “markedly different characteris-
tics.” “There is a temptation to brand 3D
printed organs as artificial creations
devoid of natural characteristics, but ulti-
mately the organ that is produced was
designed and created using the laws of
nature.”*

Man-Made and Reproduced Organisms
The Supreme Court, after considering

whether a “pseudomonas putida, a bac-

terium transformed to digest hydrocar-
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bon” could be patented, noted “Con-
gress’s intent that ‘anything under the
sun that is made by man’ is eligible for
patent protection, including a ‘live,
human-made’ microorganisms.” The
Court “shifted the crucial question from
whether the organism was living, to
whether it was already found in nature,
laying the groundwork for the patentabil-
ity of multicellular organisms and higher
forms of life.” Thus, future disputes about
the patentability of actual living things
may turn on how different they are from
what would normally exist in nature
without be altered by the inventor.*

Psychedelic IP

“Plants and fungi that produce psy-
chedelics are not patentable subject mat-
ter as they are natural phenomena appli-
cants” unless the inventor creates “new
synthetic structures” or “a new process
for producing them.””

Using Trade Secret Protection Where
Patentability is Uncertain
Trade Secrets

Forty-nine states and the District of
Columbia have adopted a form of the
Uniform Trade Secret Act (UTSA), New
York follows its own common law of
trade secrets based largely on the Restate-
ment (First) of Torts, and federal trade
secret law is based on the Defend Trade
Secrets Act (DTSA).*

While each regime’s definition of a
trade secret is worded differently, they
are conceptually the same. To prevail on
a trade secrets claim, a plaintiff must
show that: (1) it took reasonable meas-
ures to keep the information secret; (2)
the information derives independent
economic value from not being generally
known or readily ascertainable; and (3)
the information was misappropriated by
the defendant.”

The DTSA and the UTSA also similarly
define misappropriation of a trade secret
to include acquisition by improper
means,* which includes “theft, bribery,

misrepresentation, breach or induce-
ment of a breach of a duty to maintain
secrecy, or espionage through electronic
or other means.” Improper acquisition
occurs “when a defendant agreed to
abide by a confidentiality agreement but
‘impermissibly sen[ds] the trade secrets
to her personal email account in viola-
tion of [p]laintiff’s policies and confiden-
tiality agreement.””*

To obtain trade secret protection in
court, a trade secret plaintiff must,
among other things, establish having
taken reasonable steps to keep the IP
secret. The reasonability and legal suffi-
ciency of the measures taken to keep IP
secret are fact-sensitive and depend in
part of the IP itself and the economics of
the company that owns, possesses or
created the IP. However, examples of rea-
sonable measures include using non-
disclosure or confidentiality agree-
ments, having a corporate data storage
policy, including password-protected
servers, and maintaining two levels of
password protection that limit access to
the IP*

State laws and the DTSA enable a suc-
cesstful trade secret plaintiff to obtain pre-
liminary as well as injunctive relief, dam-
ages for actual losses, and in appropriate
cases exemplary damages. Most states
and the DTSA allow an award of “head
start damages” to prevent a misappropri-
ator from being unjustly enriched by
benefiting from the trade secret victim’s
time and expense in developing the trade
secret that the misappropriator stole.* In
lieu of a recovery for actual losses, courts
can alternatively impose a reasonable
royalty for unauthorized disclosures.
Attorney’s fees also can be recovered for
willful or malicious misappropriations
and for claims made in bad faith.*

The DTSA also provides trade secret
owners with additional remedies includ-
ing empowering courts to issue ex parte
orders directing the seizure of property
to prevent the “propagation or dissemi-
nation” of trade secret information.*
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When to Maintain as a Trade Secret
or Patent

When deciding whether to use trade
secret or patent protection—or to use
both—several factors must be weighed,
including (1) the time frame of IP protec-
tion, (2) the ability to maintain the secre-
cy, (3) costs available to secure IP rights,
and (4) the strength of a remedy for the
type of IP¥

Biotechnology companies are increas-
ingly using trade secret protection
because requirements are not as strict as
patent law and protection can be quickly
acquired for an unlimited duration. Util-
ity patents give the owner a monopoly
over the technology in exchange for dis-
closure of the invention, but are only
enforceable for up to 20 years after the
patent filing date. After then, the inven-
tion is dedicated to the public and can be
used by anyone. Sufficient disclosure
requires enough information to “enable
any person skilled in the art to which it
pertains” to use the patent. On the other
hand, trade secrets are kept confidential
within the business, but with authoriza-
tion (usually by license), another may
make, use, sell, or import the technology
unless it was misappropriated from the
business or created on its own. Therefore,
there is no protection against independ-
ent invention of the technology or
reverse engineering, but there is no expi-
ration date and the “secret” could last
forever as long as it remains confidential
within the company.*

Biotech companies who often face
market or business pressures to seek
patent protection for some innovations
and to disclose information they hope to
patent to potential sources of funding,
should be aware of the legal require-
ments for both patent and trade secret
protection and strategically consider
what information will be claimed under
a patent application, what will be
retained as a trade secret, and how and
when to use non-disclosure agreements.

For example, in the context of a sale
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and financing, “due diligence counsel
should ensure that its reviews of the
patent and trade secret portfolios of tar-
get company are coordinated to mini-
mize the risk that trade secret assets has
not been and will not be lost by publica-
tion of a patent application and/or
issuance of a patent.”* Being mindful of
the potential impact of the timing of
even protected disclosures on the ability
to later secure patent protection for the
information that has been disclosed may
be even more important.*

One way to navigate these issues can
be using both trade secret and patent
protection. Although they are often con-
sidered mutually exclusive, trade secrets
and patents can be used as complemen-
tary strategies, especially for large portfo-
lios of intellectual property.”® A strong
trade secret protection program is often
important during the “early stages of
development...[to] protect information
that offers a competitive advantage.”
During this development phase, a start-
up typically determines whether the idea
is ready for commercialization and
whether a new method of protection,
such as patents, might be needed.** This
is especially so for incremental innova-
tion among startups, where the value of
the innovation may be relatively small,
and significant time is needed to assess
whether more costly protection, such as
patenting, is warranted. Thus, keeping
information secret during the research
and development (R&D) stage is a partic-
ularly strong reason for startups to use
trade secrecy, especially if the trade secret
is the firm’s sole asset. Of course, the
damage to a startup from losing valuable
R&D trade secrets to a competitor-like,
for example, losing the core trade secret
when the R&D vice president steals them
and brings them to a larger competitor-
can be profound.* Using trade secrets “in
tandem with existing patents” is particu-
larly well suited for biotech startups who
want to “sell or license to firms that will
market their trade secret. Innovation can

be protected by both a ‘product patent’
and a ‘process trade secret,” and are there-
fore complements, although a single bit
of knowledge cannot be protected by
both a patent and trade secret.”*

As an example, a biotech company
could file for patent protection on a
DNA-based diagnostic kit, while keeping
the actual DNA sequence and underlying
know-how a trade secret. This circum-
vents the patent subject matter issues of
the DNA sequence and helps to build a
stronger IP portfolio.”** A biotech compa-
ny might also “improve an existing
patented invention, maintaining the
improvement as a trade secret” or “patent
so called data-generating inventions
obtain a patent on a process or system
that generates data, then retain the data
as a trade secret, often effectively extend-
ing the twenty-year term of the underly-
ing patent.”*

Despite complicated considerations,
the bottom line is that trade secret pro-
tection can ensure a client’s IP, even if
not patentable for being too close to
what is already found in nature, remains
protected. H
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ne of the burning questions on the minds of a

The Constitutional Right to
Letters Patents

Protection for letters patents was con-
sidered so important historically that the
framers of the United States Constitution
in 1787 provided the entitlement in art.
1, sec. 8, clause 8 that:

To promote the progress of Science
and useful Arts, by securing for limited
Times to Authors and Inventors the
exclusive Right to their respective Writ-
ings and Discoveries.

The authors of this “Patent and Copy-
right Clause” were James Madison, Jr. of
the Commonwealth of Virginia and
Charles Pinckney of the State of South
Carolina. It was modeled on a South Cazr-
olina statute.'

Madison was concerned that state-by-
state protection for patents and copy-
rights would be detrimental to the
nation.’

The spirit of the Patent and Copyright
Clause follows the policy of the preced-
ing Commerce Clause.?

Notably, the word “Right” in the
Patent and Copyright Clause is the only
time that it has been spelled with a capi-
tal “R” in the entire Constitution and its
amendments, arguably making it a high-
ly important “Right” compared to other
Constitutional rights.

There was no statute then in effect in
South Carolina for the protection of
trademarks. Thus, the Patent and Copy-
right Clause does not provide Constitu-
tional protection for trademarks.

NJSBA.COM

In the fullness of time, it has been rec-
ognized that patents and trademarks are
conceptually inseparable as far as from
where they are governed, while copy-
rights fall in a different category.*

Importantly, the Patent and Copy-
right Clause is not self-executing. Con-
gress has the authority to grant patent
protection with such limitations as it
sees fit.?

The Deepsouth Loophole

The Patent and Copyright Clause says
nothing about acts of a competitor in the
United States who causes an article to be
assembled abroad that would infringe a
United States patent if assembled domes-
tically. And 1635 years later, Congress did
not address that question when the
Patent Code was last enacted in 1952.

The Supreme Court was confronted
with this narrow and anti-competitive
question in Deepsouth Packing Co., Inc. v.
Laitram Corp.® The Supreme Court’s opin-
ion begins with flowery language, quot-
ing the District Court thus:

Shrimp, whether boiled, broiled, barbe-
cued or fried, are a gustatory delight, but
they did not evolve to satisfy man’s palate.
Like other crustaceans, they wear their
skeletons outside their bodies in order to
shield their savory pink and white flesh
against predators, including man. They
also carry their intestines, commonly
called veins, in bags (or sand bags) that

run the length of their bodies. For shrimp

U.S. registered patent holder is whether U.S. law
has extraterritorial reach. The answer remains
unclear, though one can find a means of
obtaining extraterritorial protection.

to be edible, it is necessary to remove their
shells. In addition, if the vein is removed,
shrimp become more pleasing to the fas-
tidious as well as more palatable.

Such “gustatory” observations are rare
even in those pescatorially favored federal
courts blissfully situated on the Nation’s
Gulf Coast...

In that case Laitram Corp. held a
patent on a shrimp deveining machine.
Only the assembled machine was patent-
ed. None of its components were patent-
ed or patentable. The invention was not
patented in Brazil.

Deepsouth Packing Corp. made the
component parts in the United States
and exported them unassembled to
Brazil with full instructions on assem-
bling the patented machine, albeit in

AMIRALI Y. HAIDRI is a certified civil trial
and registered patent attorney in Spring-
field. He is the Vice Chair of the New Jersey
State Bar Association’s Intellectual Proper-
ty Special Committee. He holds a British
degree in chemical engineering and an
M.S. in chemistry from New York Universi-
ty. He is a Master in the Honorable
William C. Conner Inn of Court.
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..[F|ora Congressional enactment to have extraterritoriality there must be,
(a) Congressional intent to that effect, (b) the defendant must be subject to
United States jurisdiction, and (c) there must be no conflict with foreign law.

Brazil. They may have intended to export
the assembled machine from Brazil to
other foreign markets.

In a 5-4 split opinion, the U.S.
Supreme Court held that a combination
patent can only be infringed by a combi-
nation. Moreover, when the combina-
tion took place abroad no infringement
can be deemed to have occurred. Thus,
according to the majority opinion, the
Patent Code had no extraterritorial
reach.

In a spirited dissent the minority
decried what it deemed an overly strict
statutory construction. In their view,
the Court’s holding would allow United
States competitors to make component
parts of a patented invention domesti-
cally to be assembled abroad without
liability.

Nonetheless, for a Congressional
enactment to have extraterritoriality
there must be, (a) Congressional intent
to that effect, (b) the defendant must be
subject to United States jurisdiction, and
(c) there must be no conflict with foreign

law.”

Responsive Legislative Action

In order to close what is now known as
the Deepsouth Loophole, Congress
enacted 35 U.S.C. Section 271 (f) (1) in
1984. In relevant part Section 271 (f) (1)
reads as follows:

Whoever without authority supplies or
causes to be supplied in or from the Unit-

ed States all or a substantial portion of the

44  NEW JERSEY LAWYER | AUGUST 2024

components of a patented invention,
where such components are uncombined
in whole or in part, in such manner as to
actively induce the combination of such
components outside of the United States
in a manner that would infringe the patent
if such combination occurred within the
United States, shall be liable as an

infringer.

As for component parts Congress
chose to use the words “substantial por-
tion” rather than “all components” to
enable infringers to be caught with a
wider net. What these words mean is sub-
ject to interpretation. When read in con-
text, they have caused a conundrum.
There is no qualification as to whether
the components should not be staple
articles of commerce with non-infring-
ing use.

Deepsouth was decided in 1972. Con-
gressional response under 35 U.S.C. 271
(f) (1) came 12 years later in 1984. The
computer age was then in its infancy.
Congress could not have foreseen subse-
quent great developments in the internet
era. The Courts were confronted with the
impact of intervening technological
developments 27 years later in Microsoft
Corp. v. AT&T Corp.®

AT&T, a holder of a patent for a com-
puter for digitally encoding and com-
pressing recorded speech, alleged that
Microsoft Corp., a software producer,
infringed the AT&T patent under 35
US.C. 271 (f)(1) by supplying compo-
nents of the patented invention to com-

panies abroad. United States Court of
Appeals for the Federal Circuit upheld a
finding of infringement.’

The Supreme Court granted certiorari.

AT&T held a patent on an apparatus
for digitally encoding and compressing
recorded speech. Microsoft’s Windows
operating system, had the potential to
infringe AT&T’s patent, because Win-
dows incorporated a software code that,
when installed, enabled a computer to
process speech in the manner claimed by
that patent. The Court noted that the
uninstalled Windows software did not
infringe AT&T’s patent any more than a
computer standing alone did; instead,
the patent was infringed only when a
computer was loaded with Windows and
was thereby rendered capable of per-
forming as the patented speech proces-
sor. A master disk or electronic transmis-
sion Microsoft sent from the United
States was never installed on any of the
foreign-made computers in question.
Instead, copies made abroad were used
for installation. They were in the form of
CD-ROM.

The Court held that the critical Win-
dows electronically encrypted message
was not exported from the United States.
It was made abroad only from a master
disc or electronic transmission sent from
United States."

Therefore, and disagreeing with the
Court of Appeals for the Federal Circuit,
the Supreme Court held that there was
no “component” within the meaning of
35 U.S.C. 271 (f) (1) that was sent abroad
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to create the infringing loaded computer.
In support of its narrow holding, the
Supreme Court held that:

[o]ur patent system makes no claim to
extraterritorial effect; these acts of Con-
gress do not, and were not intended to,
operate beyond the limits of the United
States; and we correspondingly reject the
claims of others to such control over our

markets."

A Chemical Composition Reaches A
Comparable Decision

The Supreme Court addressed the
application of 35 U.S.C. Section 271 (f)
(1) in Life Technologies Corp. v. Promega
Corp., 580 U.S. (2017). In a different twist
upon an assembled machine, this case
involved a patented genetic toolkit. One
of its five components was an enzyme
called Taq polymerase. An enzyme is bio-
chemically active. Qualitatively there-
fore, it was the most important ingredi-
ent of the composition. The patentee
Promega Corp. licensed its patent to Life
Technologies Corp. The licensee manu-
factured the enzyme in the United States
and shipped it to the United Kingdom for
combination with the other four compo-
nents. The Court held that the words
“substantial portion” have a quantitative
and not a qualitative meaning. Thus
infringement was held not to have
occurred. This holding overrules the

Court of Appeals for the Federal Circuit
which considered the Taq polymerase to
be qualitatively the most important
ingredient triggering infringement
under 35 U.S.C. 271 (f) (1).” The Court of
Appeals for the Federal Circuit noted that
the genetic toolkit would not work with-
out the Taq polymerase, the only bio-
chemically active ingredient. Then the
Appellate Court considered the poly-
merase to be the most important ingredi-
ent qualitatively.

The Supreme Court, interpreting the
statute as a whole, instead observed that
the word “substantial” appears along
with the words “all” and “portion.”
According to Lord Tenterden’s Rule, also
known as ejusdem generis, “a word is
known by the company it keeps.”” Thus
the Court held that the word “substan-
tial” has a quantitative and not a qualita-
tive meaning. One component out of
five was not considered to be sufficient
quantitatively.

In a concurrence Justice Samuel A.
Alito, Jr. observed that while “more than
one component is necessary (the Court)
does not address how much more.”
Emphasis in the original. The emphasis is
on merely numbers and not upon quality.

When one component out of five is
not sufficient, the Court does not articu-
late when it will be sufficient if there are
fewer than five components involved.
Conversely, there is no guidance as to

how many more components will be suf-
ficient if there are more than five compo-
nents involved.

Along the same lines for a patented
process practiced abroad if it is to
infringe a domestic patentee’s rights, one
or more items of hardware, electronic
support or catalysts shipped from the
United States may be necessary. This
analysis would equally apply to patents
covering products by process.

Damages for Infringement Abroad

Then followed WesternGeco LLC . v.
ION Geophysical Corporation,* which
enforced damages, though unknown.

WesternGeco LLC owned patents on a
system used to survey the ocean floor.
ION Geophysical Corporation manufac-
tured components in the United States to
be assembled abroad in a substantially
similar system.

ION Geophysical Corporation was
found liable in a jury trial. On appeal the
United States Court of Appeals for the
Federal Circuit affirmed in part but
denied damages.”

The Supreme Court reversed, reinstat-
ing the jury award of damages. The dis-
sent argued that the award of damages
for extraterritorial activities was not
allowable.”

U.S.C.
extraterritorial

Accordingly, 35 Section
271(f)(1)

infringement. However, this holding of

addresses

Along the same lines for a patented process practiced abroad if it is to
infringe a domestic patentee’s rights, one or more items of hardware,
electronic support or catalysts shipped from the United States may

be necessary.
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infringement abroad without damages
renders the word infringement delusory.

Conclusion

Patent rights are exclusionary. A
patent excludes others from making,
using, selling, practicing the patented
invention or actively inducing others to
infringe.” There is no obligation to make,
use or sell the invention. Only when cou-
pled with such exclusionary rights, com-
mercialization of a patented invention
results in a monopoly.

In Deepsouth, the Supreme Court
curbed such monopoly as may have
existed.

The Congressional response under 35
U.S.C. Section 271 (f) (1) to override Deep-
south has again been restrictively inter-
preted, repeatedly overruling the Court
of Appeals for the Federal Circuit which
is heralded as the highest court (before
the U.S. Supreme Court) for patent
appeals.”®

Plainly, 35 U.S.C. Section 271 (f) (1)
needs clarity and would be aided by fur-
ther legislative action.
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