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Outline

In re Bilski (and KSR) and technological implications and
practical considerations in view thereof:

¢|In re Bilski
KSR v. Teleflex

ePractical considerations
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Outline (cont.)

eDistinguishing features of US Patent system:
e A first to invent and not a first to file system
eApplicant is the inventor and not the company or university
eOverview of US Patent Office climate
eCommon pitfalls for start ups and universities:
*Missing the boat on IP protection
eLetting your patent sink with the inventorship

eCreating the joint venture nightmare scenario
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Outline (cont.)

eMaximizing IP:
eDo your due diligence
oSplit up system and subsystems into separate applications
ePicket fence approach to IP protection
eMinimizing IP Costs:
ePrepare patent-like disclosures to minimize attorney time

e\Work with an experienced attorney

e|nterview patent cases with examiner early and often
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In re Bilski

*Bilski’s patent application:

e relates to a method of managing risks between buyers and
sellers in the energy market.

*USPTO Guidelines for 35 USC § 101.:

ewhether a method claim qualifies as a patent eligible process
under 35 USC § 101:

ewhether the claim falls within one of the four statutory
categories of invention recited in 35 USC § 101:

eprocess, machine, manufacture and composition of matter:

*The latter three categories define "things" or "products," while a
"process" consists of a series of steps or acts to be performed
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In re Bilski (cont.)

*USPTO Guidelines for 35 USC § 101 (Bilski Il “machine or
transformation” Test):

*§ 101 process must (1) be tied to another statutory class
(such as a particular apparatus) or (2) transform underlying
subject matter (such as an article or materials) to a different

state or thing

o|f neither of these requirements is met by the claim, the method is not a
patent eligible process under § 101 and should be rejected as being

directed to non-statutory subject matter
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In re Bilski (cont.)

*USPTO Guidelines for 35 USC § 101 (Bilski Il, cont.):

ewhether a method claim qualifies as a patent eligible process
under 35 USC § 101:

e An example of a method claim that would not qualify as a
statutory process would be a claim that recited purely mental
steps
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In re Bilski (cont.)

*USPTO Guidelines for 35 USC § 101 (Bilski Il, cont.):

*Thus, to qualify as a § 101 statutory process, the claim should
positively recite the other statutory class (the thing or product)
to which it is tied:

ofor example, by identifying the apparatus that
accomplishes the method steps, or

epositively recite the subject matter that is being
transformed, for example, by identifying the material that is
being changed to a different state
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In re Bilski (cont.)

*USPTO Guidelines for 35 USC § 101 (Bilski Il, cont.):

o|f the claimed method is determined to be a statutory subject
matter eligible process, the inquiry proceeds to determine
whether the claimed invention falls within a judicial exception:

elaw of nature
enatural phenomena

eabstract idea
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In re Bilski (cont.)
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In re Bilski (cont.)
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Business Method Patents
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In re Bilski (cont.)

US and Europe
Business Method Patents
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In re Bilski (cont.)

eUnited States Supreme Court in Bilski v. Kappos (Bilski Ill):

eRejected the previous rule that the machine or
transformation tests are the sole criteria for patentability for
business method patents.

eWhile the machine or transformation requirements are useful
and important “clue,” they are not the sole tests for
determining patentability.

e|n the Information Age, there are reasons to doubt the use of
the machine or transformation requirements as conditions of
and/or as the only tests effective for evaluating process
patents, as compared to such requirements during the
Industrial Age.
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In re Bilski (cont.)

eUnited States Supreme Court in Bilski v. Kappos (Bilski Il
cont.):

e|nnovations related to linear programming, data compression
and the manipulation of digital signals require looking beyond
machine or transformation tests to determine patentability.

eBilski claims ultimately denied on the grounds that it
represented an unpatentable, abstract idea.

*Thus, a claim must be novel, non-obvious and useful, as well
as not a law of nature, physical phenomenon or abstract idea.

eHedging risk and the calculations thereof in the Bilski process
claims were abstract ideas, and therefore not patentable.
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In re Bilski (cont.)

eUnited States Supreme Court in Bilski v. Kappos (Bilski Il
cont.):

*The Court left the door open to the patentability of business
method patenting and carving out of further exceptions
thereto by the CAFC.

eThe future for business method patenting is still to be
determined in the United States.

*The legal community and others are watching closely to see
how the US case law will be further developed.

e|nnovation in the 21st Century is much different than it was a
century ago.
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In re Bilski (cont.)

eUnited States Supreme Court in Bilski v. Kappos (Bilski Il
cont.):

*As the playing field for business methods patents continues
to change and evolve, the rules of the game must be carefully
considered.

eThose with business method patents, and those considering
filing same, are left with a glimmer of hope, at least in the
United States.
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KSR v. Teleflex

eGraham v. John Deere factors still apply:

e Although patentability is a matter of law, the Court held that
§103 required a determination of the following questions of
fact to resolve the issue of obviousness:

ethe scope and content of the prior art;

ethe differences between the claimed invention and the prior
art; and

ethe level of ordinary skill in the prior art.
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KSR v. Teleflex (cont.)

eGraham v. John Deere factors still apply (cont.):

e|n addition, the Court mentioned “secondary considerations”
which could serve as evidence of nonobviousness. They
include:

ecommercial success;
e|long felt but unsolved needs; and

efailure of others.
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KSR v. Teleflex (cont.)

*TSM (Teaching, Suggestion, Motivation) — applicable as
one test under a more flexible review

eOther Considerations:
e“Combination” v. Non-combination patent?
eDesign Need/Market Pressure
eKnown Problem — Predictable Solution?
eLook at Person of Ordinary Creativity

eUse Ordinary Common Sense
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Practical and Technological Considerations

ePractical considerations:

eTechnology, technology, technology:

eDevelop computer implementations of novel manual processes

eFor example, rather than sending doctors to perform novel
procedures at a patient's house, also consider implementation
employing video conferencing, facial and voice recognition, etc.

eEnsure that patent disclosures include some technological
improvements

eDisclose unexpected and unpredictable results and
advantageous thereof

*KSR and Bilski should not pose a problem to high tech

inventions
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Distinguishing features of US Patent system

oA first to invent and not a first to file system:

*The winner of the race to the patent office may still lose

*Most countries use the first to file system, but the United States
operates under a first to invent system:

eAn invention is generally defined to include: (1) conception of
the invention, and (2) reduction to practice of the invention

*\When an inventor conceives of an invention and diligently
reduces the invention to practice (by filing a patent application,

by practicing the invention, etc.), the inventor's date of invention
will be the date of conception

*This has created in the US a patent interference litigation

practice
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Distinguishing features of US Patent system
(cont.)

*A first to invent and not a first to file system (cont.):

-Lab notebooks may be crucial to determine conception
and reduction to practice:

*Bound lab notebook with dated entries in ink

Signatures and dates of two corroborating witnesses who
are not inventors (“Read and Understood by:”)

*One year grace period to get a patent application on file:

«Still better to file provisional application, before making any
disclosures to third parties

*Use confidentiality agreements as added protection
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Distinguishing features of US Patent system
(cont.)

e Applicant is the inventor and not the company or
university:

e|n most countries, patent applications are filed on behalf of a
company or university applicant

e|n the, US the applicant(s) is/are the inventor(s):

e Assignment by inventor(s) to company or university of patent
rights is crucial

eUse employment agreements as added protection
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Distinguishing features of US Patent system
(cont.)

eOverview of US Patent Office climate:

e USPTO was under sever backlog and tried to impose
proposed rules limiting the number of filings an applicant can
make on an invention:

*USPTO was sued and rules were enjoined

ePrior to proposed rules, allowance were down and appeals
were up

*Now with recent economic downturn, allowances are back up,
as USPTO now needs to collect more fees

eExaminer interviews continue to be a most effective way to
advance prosecution
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Common pitfalls for start ups and universities

eMissing the boat on IP protection:

eCertain types of public disclosures trigger a one year clock to get
a patent application on file at the USPTO:

eTrade shows
ePublic demonstrations

ePublication of white papers

eUS has a one year grace period:

*Most other countries require that a patent application is on file
prior to such a public disclosure
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Common pitfalls for start ups and universities
(cont.)

e Missing the boat on IP protection (Cont.):

eMany companies and universities miss the boat on IP
protection in their rush to capitalize on their innovations:

*They fail to consider global IP protection

e To make matters more complicated, IP protection can come in
various forms:

eTrade secrets
eCopyrights
eTrademarks
ePatents

eLicensing
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Common pitfalls for start ups and universities
(cont.)

e Missing the boat on IP protection (Cont.):

eCompanies and universities must not step on the IP rights of
their competitors:

eKnowing their competitors’ IP rights may be as important as
protecting their own

eGlobal protection of IP rights is not cheap:

eCompanies and universities should evaluate the importance of
their IP, and make IP management, assessment, and protection a
central part of their business plan and a necessary cost of doing

business
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Common pitfalls for start ups and universities
(cont.)

eLetting your patent sink with the inventorship:

eDetermining and claiming proper inventorship in a patent
application is an important consideration that must not be
overlooked:

eOftentimes, persons such as the CEO of a company or a project
manager or thesis advisor are named as inventors in a patent
application, even though they did not actually contribute to the
invention:

eImproperly naming an inventor can lead to problems down the
line, including patent invalidity
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Common pitfalls for start ups and universities
(cont.)

eLetting your patent sink with the inventorship (cont.):
S0, is there a test to determine proper inventorship?

e A simple example: Assume that an inventor is an avid golfer

and invents a golf club with a new and novel golf club head
design:

*The inventor takes the specification for making his golf club to a

machinist, who based on the specification makes a prototype
golf club for the inventor

eThe machinist is not a co-inventor

eSimilarly, a software programmer who merely generates
software based on an inventor’s specification is not a co-inventor
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Common pitfalls for start ups and universities
(cont.)

eLetting your patent sink with the inventorship (cont.):

*Now the machinist in the first example is also an avid golfer
and suggests adding additional new and novel features to the
golf club head that provide for improved ball flight:

e|n such a situation, the machinist’s contribution is not
insignificant when measured against the invention as a whole

eFurthermore, the inventor includes and claims the new and
novel features in his patent application

eNow the machinist is a co-inventor and the software
programmer similarly can become a co-inventor
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Common pitfalls for start ups and universities
(cont.)

eCreating the joint venture nightmare scenario:

eStart ups and universities often must team up with third
parties in a joint venture project:

e A clear joint venture agreement must be in place
eToo often, relationships go sour and with them goes the IP

e|mportant to define who gets what:

e|n “work for hire” situation, contractor may want to retain
generic code and modules

eEmployer should retain all project specific IP code and
modules

*This is a common a problem in video game development

between a video game publisher and development
company
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Maximizing IP

*Do your due diligence:
eConsider a patent’s return on investment (ROI)
eDevelop an invention disclosure procedure and use it
eConsider profit sharing with inventors

eProvisional filings prior to any third party disclosures:
*\When solving customer’s problems

ePrior to publishing white papers and giving conferences
eConsider world wide IP protection for important technologies

eDevelop a licensing model to generate revenue from patent
portfolio
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Maximizing IP (cont.)

eNot splitting up system and subsystems into separate
applications:

PATENT APPLICATION CONTS/DIVS

SYSTEM

SYSTEM 1 i SYSTEM n

COMMUNICATION
COMPONENTS

SERVER 1 i SERVER n

&

SERVER CLIENT CLIENT 1 o CLIENT n

COMMS 1 i COMMS n
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Maximizing IP (cont.)

oSplitting up system and subsystems into separate

applications:
PATENT APPLICATION 1,1 CONTS/DIVS
SYSTEM
SYSTEM | SYSTEM | SYSTEM
1.1 12 1,3
COMMUNICATION
COMPONENTS SERVER | SERVER | SERVER
PATENT PATENT 2,1 2,2 2,3
APPLICATI‘)N 2,1 APPLICATION 3,1
< PATENT CLIENT CLIENT CLIENT
S APPLICATION 4,1 3,1 3,2 3,3
Q
< &
COMMS | COMMS | COMMS
SERVER CLIENT 4,1 4,2 4,3
TIME g
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Maximizing IP (cont.)

*Picket fence approach to IP protection:

BROAD CLAIM(S)

Captures more infringers Harder to invalidate
Reduces costs Easier to prosecute
Favors high tech Favors low tech
Easier to invalidate Easier to design around
Harder to prosecute Increases costs
Disfavors low tech Disfavors high tech
- - 5n
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Minimizing IP Costs

ePrepare patent-like disclosures to minimize attorney time:

eUse patent application and drawing templates:

eDon’t pay a patent attorney rate to write “the server 20 is
connected to the client 10 via communications network 5.”

eUse patent application in similar technologies as samples
eHave patent attorney provide feedback to enable a learning process

eDevelop an in-house patent preparation capability and use patent
attorney only for “value add” tasks, like claim drafting, word smithing,
legal and technical analysis, etc.

*This depends on whether or not you have “more time than money
or more money than time”

- - SNI
The VI"EI mar Firm Taking you to the next level
Attorneys at Law
www.villamars.com @ 2010 The Villamar Firm PLLC. All rights reserved. 4



Minimizing IP Costs (cont.)

e\Work with an experienced attorney:

e\Work with a competent patent attorney who understands
your business and technology, can help you navigate the IP
landscape, and can help you protect your IP assets nationally
and globally:

eFactors to consider:
*The cost-effectiveness the patent attorney provides

|t is no secret that the most expensive piece of the IP
protection puzzle is usually the patent attorney

eFind a patent attorney that takes the time to understand
your technology, revenue model, and work processes to
make sure that an IP strategy is executed in a focused and
efficient manner
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Minimizing IP Costs (cont.)

e|Interview patent cases with examiner early and often:

ePersonal interviews help expedite prosecution:
e|In the US, granted as a matter of right for a first office action, :
eAfter a final office action, granted on a discretionary basis
eHelp avoid “prosecution history estoppel”

e Attorney’s rapport with examiners is very important:

|II

eAttorney should “play well” with examiners and be highly
prepared and knowledgably about the invention and prior art
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The Villamar Firm

Attorneys at Law

Taking you to the next level

The Villamar Firm is a Professional Limited
Liability Company [PLLC) law firm based in
Virginia with easy access to the United States
Patent and Trademark Office. The Villamar Firm
specializes in the practice of Intellectual
Property Law, including patents, trademarks,
copyrights, trade secrets and computer and

attorneys

news
articles
feedback
 links internet law.
contact us
' At The Villamar Firm we strive to provide the

best possible work product, at a competitive
price, and with superior client service.

We specialize in helping high-tech companies
and universities protect their Intellectual
Property in a most efficient manner.
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Carlos R. Villamar, J.D., M.S.E.E., B.S.E.E.

attorneys

Carlos R. Villamar is a founding
partner of The Villamar Firm.*

Areas of Practice: Patents,
Trademarks, Copyrights, Licensing.

Mr. Villamar is a patent attorney
with broad experience assisting
clients with foreign and domestic
patent application preparation and
prosecution, opinion work,
litigation, and IP counseling.

*Mr. Villamar is licensed to practice US
state law in Virginia and the District of
Columbia.
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Mr. Villamar's expertise covers a wide variety of technologies, including wired, wireless, optical, terrestrial
broadcast and satellite communications, neural networks, fuzzy logic and artificial intelligence, encryption,
digital signal processing, speech recognition and language understanding, sound and image processing, video
processing, medical imaging, video games, on-line gaming, gaming engines, physics engines, 3D graphics,
virtual worlds, Digital Rights Management, e-commerce, military technologies, radar, sonar, fighter aircraft,
missiles, ground guidance, heads-up displays, computers and architectures, computer networks and security,
semiconductors, device manufacturing, nanotechnology, oil and gas exploration, renewable energy,
electrical, solar, thermal and wind power, automotive technologies, and electromechanical technologies.

Prior to founding The Villamar Firm, Carlos gained extensive experience in numerous aspects of intellectual
property law as an attorney in large, national general practice and IP boutique law firms and as a patent
examiner in the Speech Signal Processing Group of the U.S. Patent Trademark Office.

As an electrical engineer, Mr. Villamar has over nine years of commercial experience, including production
design and testing for the Standard Missile Program at the General Dynamics Corporation Missile Systems
Group (purchased by Raytheon), high-speed digital logic and computer design for the Advanced Tactical
Fighter Program at the Hughes Aircraft Company Radar Systems Group (purchased by Raytheon), and IR&D
and design of high-speed digital signal processing and communications systems at the Hughes Aircraft
Company Advanced Circuits Technology Center (purchased by Raytheon, spun off as TelASIC and then
purchased by MTI).
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Education: 1.D., The George Washington University Law School (1998); M.5.E.E., California State
University, Long Beach, emphasis in Digital Signal Processing & Neural Networks, (1992); and B.S.E.E.,
California State Polytechnic University, Pomona, emphasis in Digital Signal Processing, (1987).

Admitted: \Virginia, the District of Columbia, the United States Supreme Court, the Court of Appeals for
the Fourth Circuit, the Court of Appeals for the Federal Circuit, the Virginia Supreme Court, and the
District Court for the Eastern District of Virginia. Served on the Board of Directors of the Federal Circuit
Bar Association.

Carlos R. Villamar may be reached by email at crvillamar@villamars.com or by telephone at (703) 623-
4122,
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Barbara Villamar, 5.1.D., LL.M.

Dr. Barbara Villamar is Of Counsel to The Villamar
Firm.*

Areas of Practice: International Business
Transactions, Corporate, International Trademark
Law.**

*Dr. Villamar is only licensed to practice US state law in the
District of Columbia.

**Dr. Villamar's practice will be limited to Trademark Law while
licensed in the District of Columbia.
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Dr. Villamar is licensed to practice law in Germany and the United States and specializes in international and
domestic corporate and business issues and trademark law. She is also available to serve in a liaison
capacity between German and U.S. counterparts. Before joining the firm, Dr. Villamar worked on both sides
of the Atlantic advising and representing clients in corporate, regulatory and transactional matters. She has
broad experience guiding clients through the evaluation, negotiation and closing process of commercial
arrangements, specifically pertaining to Internet service providers. She has assisted in the formation and
restructuring of corporations and joint ventures, execution of domestic and cross-border transactional
agreements, and formulation of internal and external corporate policies.

Dr. Barbara Villamar ist fir The Villamar Firm als freie Mitarbeiterin tatig.*

Schwerpunkte: Internationales Handels- und Gesellschaftsrecht, Internationales Markenrecht.

Dr. Villamar ist in Deutschland und in den Vereinigten Staaten als Rechtsanwaltin zugelassen und
konzentriert sich in ihrer Tatigkeit auf nationales und internationales Handels - und Gesellschaftsrecht und
Markenrecht. Dartuberhinaus steht sie als Verbindungsperson zwischen deutschen und US-amerkanischen
Partnern zur Verfugung. Dr. Villamar hat sowohl in Deutschland als auch in den USA Mandanten im
Unternehmensrecht beraten und vertreten. Sie hat, u.a. im Bereich der Telekommunikation tatige, Klienten
wahrend des Evaluierungs - und Verhandlungsprozesses unterstiitzt, z.B. bei der Grindung und
Umstrukturierung von Unternehmen und Joint Ventures, im Zusammenhang mit nationalen und
internationalen Handelsvertragen und bei der Formulierung von internen und externen
Unternehmenspraktiken.
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Education/Ausbildung:

Johannes-Gutenberg-Universitdt, Mainz (1. State Bar Exam 1989).
Landgericht Frankfurt am Main (2. State Bar Exam 1992).

The George Washington University Law School (LL.M. 1994).

The George Washington University Law School (5.1.D. 2005).

Bar Admissions/Zulassungen:
Landgericht Frankfurt am Main, Germany (1992) (presently dormant)
*District of Columbia Court of Appeals, Washington, D.C. (2002).

Dr. Barbara Villamar may be reached by email at bevillamar@villamars.com or by telephone at (703) 973-
9566.
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