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misapprehensions and misjudgments on the part of inexperienced and overworked individuals.” Id.
(citation omitted). The Court held that “[c]lear error has not been shown in the district court’s finding that
deceptive intent was not shown, and was not the single most reasonable inference based on all of the
evidence.” Id. at 17. “The district court observed the witnesses under examination and cross-
examination, examined the documents, and reasonably found that it was ‘equally plausible’ that Mr.
Shibata believed the requirements of the United States patent prosecution had been met.” /d.
“Recognizing the complexity of patent prosecution, negligence—even gross negligence—is insufficient to
establish deceptive intent.” /d. at 18.

Turning to the question of reissue, the Federal Circuit agreed with the district court that the PTO properly
reissued the '440 patent. The generic producers argued that the statutory reissue requirement of error
without deceptive intent had not been met. The Court disagreed, noting that the district court found no
evidence of deceptive intent or a deliberate choice to omit or abandon the rosuvastatin species, which
was described in the specification as the most effective product. “The district court considered

the . . . arguments directed to both error and deceptive intent, and concluded that Shionogi did not act
intentionally to make the error for which it seeks reissue.” Id. at 23.

Finally, the Federal Circuit addressed Apotex U.S.’s appeal on the issue of infringement. Apotex U.S.
argued that while it signed and filed an ANDA on behalf of Apotex Canada, it did not “submit” the ANDA
within the meaning of 35 U.S.C. § 271(e)(2) and thus did not infringe the 314 patent. The Court
disagreed. The Court noted that Apotex U.S. participated in preparing the ANDA and represented that it
would sell the product in the United States. The Court concluded that the district court did not err in
holding that Apotex U.S. was properly named as a defendant in the action, and affirmed the judgment of
infringement against all of the generic producers.

Judge Plager concurred, writing separately “to clarify [his] understanding of why Apotex U.S. should be
treated as having ‘submit[ted] an application for an ANDA, and therefore be held liable as an infringer
under 35 U.S.C. § 271(e)(2).” Plager Concurrence at 2 (second alteration in original). Judge Plager
opined that the district court’s decision was supported by the statutory analysis and the evidentiary
record, noting that Apotex U.S. and Apotex Canada were closely related through a complex corporate
structure. Judge Plager also stated that Apotex U.S. clearly intended to engage in, and presumably
submitted the ANDA for the purpose of, selling the approved drug in the United States, and that the
statute speaks in terms of engaging in the drug’s use or sale. “Under either analysis, the district court did
not err in concluding that Apotex U.S. is liable for an act of infringement.” /d. at 6.

Judge Mayer dissented, stating that there can be no infringement of the 314 patent because he believed
that patent is invalid for improper reissue. According to Judge Mayer, “reissue is warranted only where a
patentee ‘supplies . . . facts indicating how . . . ignorance,’ accident, or mistake caused an error in his
claims.” Mayer Dissent at 7. Judge Mayer stated that “the majority conflate[d] the issue of whether
Shionogi was guilty of inequitable conduct with the question of whether it met the requirements for
reissue under section 251.” Id. at 9. Judge Mayer additionally stated that Shionogi forfeited its right to
obtain reissue by not exercising due diligence in seeking to rectify the alleged defect.
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Wheel Games Are Not Shown to Be an Economically Distinct Relevant Market
Robert A. Hall

Judges: Bryson (dissenting), Linn, Reyna (author)
[Appealed from D. Nev., Judge Jones]

In IGT v. Alliance Gaming Corp., No. 11-1166 (Fed. Cir. Dec. 17, 2012), the Federal Circuit affirmed the
district court’s entry of SJ denying antitrust counterclaims because the undisputed facts were insufficient
to establish the existence of a relevant antitrust market in wheel games.

IGT owns several patents directed to wheel-based casino games. IGT sued Alliance Gaming Corp., Bally
Gaming International, Inc., and Bally Gaming, Inc. (collectively “Bally”) for infringement of those patents.
Bally responded that the patents were invalid and not infringed. Bally also counterclaimed, alleging that
the infringement lawsuit was an attempt to monopolize the wheel game market by asserting patents that
IGT knew to be invalid, unenforceable, and not infringed. The district court denied IGT’s motion for SJ on
the antitrust issues, noting that the definition of the relevant market was a question of fact and concluding
that there were genuine issues of material fact about whether wheel games were a relevant market
and/or submarket. The district court granted Bally’s motions that the patents were invalid and not
infringed, and certified the patent issues for interlocutory appeal. The Federal Circuit affirmed.

On remand, IGT moved for reconsideration of the district court’s denial of SJ on the antitrust
counterclaims. Changing course from its previous ruling, the district court ruled that wheel games were
not an economically distinct relevant market and granted SJ against Bally. Bally appealed.

On appeal, the Federal Circuit applied Ninth Circuit law in reviewing the district court’s conclusions as to
the relevant market under antitrust law. The Court noted that, as a threshold issue in any monopolization
claim, the court must identify the relevant market.

The district court determined that, because wheel games compete with all gaming machines, wheel
games are not a relevant market because a market limited to wheel games would not encompass all
economic substitutes. Bally argued that the district court (1) improperly resolved disputed facts when it
determined that wheel games were not a relevant market; (2) erred in concluding that the existence of
some substitution between wheel and nonwheel games foreclosed the existence of a wheel game
market; and (3) improperly focused on functional, rather than economic, substitution.

To decide whether the district court improperly resolved disputed facts, the Federal Circuit examined the
district court’s conclusion that wheel games compete with all gaming machines. The Court found that
both Bally and IGT provided extensive evidence that wheel games compete in the broader gaming
machine market and that Bally did not rebut this evidence. Thus, the Court held that Bally failed to
produce evidence to show that there is a genuine issue of material fact that wheel games compete with




all gaming machines, and the district court did not resolve a disputed factual issue.

“As Bally has failed to produce evidence to show there is a genuine issue of
material fact that wheel games compete with all gaming machines, the district
court did not resolve a disputed factual issue.” Slip op. at 9.

The Federal Circuit next considered whether it was error for the district court to conclude that, because
wheel games compete with all gaming machines, wheel games are not a relevant market. The Court
noted that the relevant market inquiry focuses on economic substitution. Bally argued that it has shown a
lack of economic substitution under a test set forth in the Department of Justice’s Horizontal Merger
Guidelines, known as the “small but significant and non-transitory increase in price” (“‘SSNIP”) test, which
asks “whether the degree of substitutability between the two products is sufficiently great that it would
restrain a hypothetical monopolist from profitably imposing a substantial price increase.” Slip op. at 11
(citation omitted). Bally argued that, because the introduction of wheel games forced IGT to lower its
prices, this meant that IGT’s prior prices were supracompetitive and those supracompetitive prices
represented an SSNIP. The Court disagreed. In the Court’s view, even assuming SSNIP is a proper test
and that IGT did have to lower its prices, Bally did not explain what the baseline price for wheel games
was from which IGT allegedly imposed an SSNIP. Moreover, even considering IGT’s supracompetitive
prices as the baseline, the Court concluded that Bally showed that the prices had decreased, not
increased.

The Federal Circuit also rejected Bally’s argument that the district court improperly focused on
technological substitutions. The Court held that the district court based its ultimate conclusion on
competition, not on functionality, and that its recognition of meaningful competition was not in error.

The Court next considered Bally’s argument that the factors from Brown Shoe Co. v. United States,

370 U.S. 294 (1962), establish wheel games as a submarket. The Court concluded, however, that the
undisputed facts are insufficient to establish the existence of a submarket under the Brown Shoe
factors. The Court found that there are no unique production facilities or specialized vendors for wheel
games, and there are no distinct customers; all games are purchased by casinos. Further, although the
Court noted that some players prefer wheel games to other games, “player preference for wheel games
says nothing about whether there is a public or industry perception that wheel games constitute a
separate market; to the contrary, it is in harmony with the rest of the evidence that gaming machines are
a differentiated market and that wheel games compete with all gaming machines to accommodate the
spectrum of player preferences.” Slip op. at 14-15.

Finally, Bally argued that statements IGT and its experts made in support of its lost profits patent
damages theory supported a conclusion that nonwheel games are not substitutes for wheel games.
Specifically, IGT argued that there were no noninfringing substitutes for wheel games, and that every
infringing game sold represented a loss of profits. Bally argued that this was a concession by IGT that
there are no substitutes for wheel games and that nonwheel games are not in the same market as wheel
games. But the Court found that IGT’s expert’s opinion regarding technological substitutes cannot be
read to mean that there were no economic substitutes and did not support a reasonable inference that no
economic substitution existed. Therefore, the Court held that the district court’s order did not resolve
disputed issues of material fact.

For these reasons, the Court found that the undisputed facts show that meaningful competition exists
between wheel games and all gaming machines, and that wheel games are not a separate submarket.
Accordingly, the Court affirmed the district court’s grant of SJ that a wheel game market did not exist.

Judge Bryson dissented. In Judge Bryson’s view, Bally presented sufficient evidence for a reasonable
finder of fact to find that the relevant product market is limited to wheel games. Judge Bryson explained



that the relevant market inquiry seeks to determine the scope of the market in which a monopolist can
exert market power over buyers, and Bally alleged, and had introduced evidence, that IGT had market
power over buyers in supplying wheel games. Specifically, Judge Bryson found that Bally showed that
IGT was forced to lower its prices because of Bally’s introduction of wheel games into the market, that
margin and profit per unit for wheel games is higher than for nonwheel games, and that demand for
wheel games is higher than for any nonwheel games. Further, Judge Bryson stated that evidence put
forth by IGT showed that there were no alternatives to which consumers could shift their demand other
than Bally’s products, which in turn established that the relevant market was limited to wheel games.
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Patent License Extends to Reissue Patents Unless Contrary to Intent of Parties
John A. Hevey*

Judges: Prost, Linn (author), Wallach
[Appealed from E.D. Tex., Chief Judge Folsom]

In Intel Corp. v. Negotiated Data Solutions, Inc., No. 11-1448 (Fed. Cir. Dec. 17, 2012), the Federal
Circuit affirmed the district court’s SJ determinations of license and noninfringement in favor of Intel Corp.
(“Intel”), holding that Intel was licensed to practice the patents-in-suit pursuant to a license agreement
with Negotiated Data Solutions, Inc.’s (“N-Data”) predecessor-in-interest, National Semiconductor Corp.
(“National”).

Intel entered into a patent cross-licensing agreement with National (“the Agreement”) granting Intel
nonexclusive royalty-free licenses to all of National's patents and patent applications having an effective
filing date prior to the expiration of the Agreement. During the term of the Agreement, National assigned
U.S. Patent Nos. 5,361,261; 5,533,018; 5,566,169; and 5,594,734 (collectively “the Original Patents”),
licensed under the Agreement, to Vertical Networks, Inc. (“Vertical”). Vertical filed broadening reissue
applications, then assigned the Original Patents and the related reissue applications to N-Data. After
expiration of the Agreement, the reissue applications were granted to N-Data with additional claims (“the
Reissue Patents”).

N-Data then sued Dell, Inc. (“Dell”), an Intel customer, alleging patent infringement of several patents,
including the Reissue Patents. Intel intervened, seeking a DJ that Intel and its customers were licensed
to practice the asserted Reissue Patents owned by N-Data, because they derive from the Original
Patents, which were part of the licensing agreement with National. On SJ, the district court held that the
Agreement applied to the patents-in-suit, protecting Intel from claims of direct infringement and indirect
infringement based upon sales by third parties incorporating Intel products.

On appeal, the Federal Circuit first examined the facts under the reissue provisions set forth in 35 U.S.C.
§ 252. N-Data argued that under its interpretation of § 252, only substantially identical claims reach back
to the date of the original patent and that the Agreement only covered patents owned or controlled by
National during the term of the license. Thus, N-Data believed that while the Agreement covered the
Original Patents, it did not cover the Reissue Patents, which were each issued directly to N-Data after the
Agreement had expired. That is, N-Data argued that a reissue patent is a distinct property right that does
not simply replace the original patent. In contrast, Intel focused on § 252’s language that “every reissued
patent shall have the same effect and operation in law . . . as if the same had been originally granted in
such amended form,” arguing that a reissue patent takes the place of the original nunc pro tunc, as the
Court has held with regard to 35 U.S.C. §§ 254 and 255. Slip op. at 7-8. The Federal Circuit held that a
reissue patent does not replace an original patent nunc pro tunc, noting that reissue applications have
different standards in implementation and are not intended to remedy the same kinds of defects as the




statutes governing certificates of correction.

“I[IIn the absence of contrary language in the licensing agreement—a license
under the patent that is not directed to any specific claims, field of use, or
other limited right will extend to the full extent of protection provided by law to
the invention which is the subject of that patent.” Slip op. at 11.

Instead, the Court explained that whether the Agreement extended to the Reissue Patents was a
question of contract interpretation. Agreeing with the district court, the Federal Circuit held that the key
question was whether the intent of the parties demonstrated that the Reissue Patents should be treated
as National patents under the Agreement. The Court distinguished related case Intergraph Corp. v. Intel
Corp., 241 F.3d 1353 (Fed. Cir. 2001), as dealing only with whether or not the Agreement covered patent
applications held momentarily by National, such that the applications never issued as National patents.

In addition, the Court distinguished Altvater v. Freeman, 319 U.S. 359 (1943), rejecting N-Data’s
argument that surrender and reissue may operate to terminate a license agreement. Rather, the Court
held that 35 U.S.C. § 251 suggests that “in the absence of contrary language in the licensing
agreement—a license under the patent that is not directed to any specific claims, field of use, or other
limited right will extend to the full extent of protection provided by law to the invention which is the subject
of that patent.” Slip op. at 11. Therefore, because the patent laws provide for the grant of reissue
patents and the Agreement extended broadly to National patents, the Court held that it was reasonable to
conclude that the parties’ mutual intent at the time of contracting was that the license extended to any
reissues of licensed patents.

Finally, citing recent cases involving a licensee’s rights when the patent holder received a continuation
patent, the Court recognized that “allowing the patent holder to sue on subsequent patents, when those
later patents contain the same inventive subject matter that was licensed, risks derogating rights for
which the licensee had paid consideration.” Id. at 12. Accordingly, whether the case involves reissue
patents or continuation patents, where the full extent of an invention disclosed in a patent is licensed, the
license should extend to those reissue or continuation patents derived therefrom. As the Agreement
“evinces the parties’ intent that the license so granted extend not only to the claims then in existence but
also to the full scope of any coverage available by way of reissue for the invention disclosed,” the Court
affirmed the SJ ruling that Intel was licensed to practice the Reissue Patents. /d. at 13.

*John A. Hevey is a Law Clerk at Finnegan.
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Applicant’s COCK SUCKER Mark for Chocolate Rooster-Shaped Suckers Is Vulgar
and Unregistrable
Stephanie H. Bald

Judges: Dyk (author), Prost, O’Malley
[Appealed from TTAB]

In In re Fox, No. 12-1212 (Fed. Cir. Dec. 19, 2012), the Federal Circuit affirmed the TTAB’s decision
refusing registration of Marsha Fox’s COCK SUCKER and design mark for chocolate suckers molded in
the shape of a rooster on the ground that it comprised immoral, deceptive, or scandalous matter, and
thus was unregistrable under 15 U.S.C. § 1052.

Fox filed an application to register her mark, which consisted of the wording COCK SUCKER and a
design element featuring a drawing of a crowing rooster. The Examining Attorney refused registration of
the mark, determining that it consisted of or comprised immoral or scandalous matter based on the
dictionary definition of “cocksucker,” which is “someone who performs an act of fellatio.” Slip op. at 4
(citation omitted). Fox responded to the refusal by arguing, among other things, that the dictionary
defines a cock as a “rooster” and a sucker as a “lollipop,” and that these nonvulgar definitions were “more
relevant” than the vulgar definitions offered by the Examining Attorney. Id. The Examining Attorney
maintained the refusal and Fox appealed to the TTAB.

The TTAB affirmed the Examining Attorney’s refusal, concluding that “[tjhe word portion of applicant’s
mark . . ., when used in connection with applicant’s products, creates a double entendre[, where] one
meaning is one who performs fellatio[] and the other meaning is a rooster lollipop.” Id. at 6 (alterations in
original) (citation omitted). The TTAB also noted that “[t]he term ‘Cocksucker’ is uniformly identified as a
vulgar term in dictionaries,” and the TTAB “g[a]ve very little weight to [Fox’s] argument [that] COCK
SUCKER [with a space between the words] has a different meaning than COCKSUCKER [all one word].”
Id. (citation omitted) Thus, the TTAB held that the evidence supported the Examining Attorney’s finding
that the term COCK SUCKER is vulgar and that Fox’s mark was unregistrable.

On appeal, Fox argued that the TTAB lacked substantial evidence to support its finding that her mark had
a vulgar meaning because the literal element of the mark means only “rooster lollipop.” The Court
disagreed, finding that the TTAB properly concluded that the distinction between COCKSUCKER (one
word) and COCK SUCKER (two words) was a distinction without a difference and that the association of
COCK SUCKER with a poultry-themed product did not diminish its vulgar meaning (it merely established
an additional, nonvulgar meaning and a double entendre). In reaching this conclusion, the Court noted
that Fox had conceded that “cocksucker” (one word) was a vulgar term in its common usage, that the
dictionary evidence was devoid of any alternative, nonvulgar definition for that word, that the mark’s
“sound” was central to its commercial impression, that her mark had at least in part a vulgar meaning,
and that the humor of the mark was derived from the possibility of a double entendre, consisting of a




vulgar and a nonvulgar meaning.

“[T]here is no requirement in the statute that a mark’s vulgar meaning must be
the only relevant meaning—or even the most relevant meaning. Rather, as
long as a ‘substantial composite of the general public’ perceives the mark, in
context, to have a vulgar meaning, the mark as a whole ‘consists of or
comprises . . . scandalous matter.”” Slip op. at 8-9 (quoting 15 U.S.C. § 1052

(a)).

Fox also argued that even if found to have a vulgar meaning, the mark was still entitled to registration
because it was a double entendre with one vulgar and one nonvulgar meaning, and the PTO had not
demonstrated that the public would “choose” the nonvulgar meaning. The Court rejected this argument,
holding that there was no requirement in the Lanham Act that a mark’s vulgar meaning must be the only
relevant meaning, or even the most relevant meaning. Rather, as long as a “substantial composite of the
general public” perceives the mark, in context, to have a vulgar meaning, the mark as a whole “consists
of or comprises . . . scandalous matter,” and thus is unregistrable. Id. at 8-9 (quoting

15 U.S.C. § 1052(a)). The Court further found that the fact that there were “whimsical” and humorous
aspects to Fox’s mark did not mean that it was not scandalous.

Finally, Fox argued that because there was arguably doubt as to how the general public would view her
mark, the Court should permit the mark to be published for registration and rely on opposition
proceedings to bring to light any public objections to the mark. The Court explained that this approach
was only appropriate where the registrability of the mark was uncertain, and it was not uncertain in this
case.

In sum, the Court found that substantial evidence supported the Board’s determination that Fox’s COCK
SUCKER and rooster design mark, taken as a whole and in context, would be perceived by a substantial
composite of the general public as having a vulgar meaning. Thus, the Court held that the TTAB did not
err in finding the mark comprised of scandalous matter and, accordingly, was unregistrable.
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Infringing Direct Competitor Strongly Supports Irreparable Harm Finding, Even
Where Plaintiff’s Product Does Not Practice the Patent
Aidan C. Skoyles

Judges: Rader (author), Plager, Wallach
[Appealed from S.D. Cal., Chief Judge Gonzalez]

In Presidio Components, Inc. v. American Technical Ceramics Corp., Nos. 10-1355, 11-1089 (Fed. Cir.
Dec. 19, 2012), the Federal Circuit affirmed the district court’s decision on infringement and lost profits,
but vacated its finding of no irreparable harm, no permanent injunction, and an ongoing royalty. Finally,
the Court vacated the trial court’s false marking judgment due to the recently enacted Leahy-Smith
America Invents Act (“AlA”).

Plaintiff Presidio Components, Inc. (“Presidio”) is a manufacturer of monolithic capacitors sold under the
tradename Buried Broadband capacitor (“BB capacitor”). Presidio asserted that American Technical
Ceramics Corporation’s (“ATC”) competing 545L capacitors infringed certain claims of U.S. Patent No.
6,816,356 (“the '356 patent”). The '356 patent is directed to a capacitor having a one-piece design that
improves upon previous-generation two-piece designs that have to be joined together.

In February 2008, Presidio filed suit in the Southern District of California, and ATC later filed
counterclaims based on alleged false marking of the BB capacitor with the '356 patent. In July 2009,
ATC requested an ex parte reexamination of the '356 patent, but in September 2011, the PTO confirmed
the patentability of the asserted claims of the '356 patent without amendment.

After a trial in December 2009, a jury found the asserted claims willfully infringed and not invalid. The
jury awarded Presidio over $1 million in lost profits and denied ATC’s claim for false marking. Following
trial, both parties filed numerous JMOL motions, which were the subject of the present appeal.

“Even without practicing the claimed invention, the patentee can suffer
irreparable injury. Direct competition in the same market is certainly one
factor suggesting strongly the potential for irreparable harm without
enforcement of the right to exclude.” Slip op. at 19.

On appeal, the Federal Circuit affirmed the jury’s finding that ATC’s 545L capacitors literally infringed the
asserted claims of the ‘356 patent. The parties disputed whether the accused capacitors were “a
substantially monolithic dielectric body.” ATC pointed to the admission of Presidio’s expert that ATC’s
5451 capacitors could contain one or two percent of “porosity,” i.e., that they were not monolithic. Slip
op. at 10. The Federal Circuit discounted this statement. It held that, “taken as a whole,” Presidio’s




expert supported the jury’s determination. /d. at 9. Even though the accused capacitors may have
“seams,” the Court held that substantial evidence supported the jury’s infringement finding. The Court
considered but summarily rejected ATC’s “numerous other arguments” regarding infringement, finding no
reversible error. /d. at 11.

On the lost profits issue, Court found that substantial evidence supported the jury’s decision. The Court
addressed the disputed first two factors of the four-factor Panduit test. As to the first Panduit factor,
“demand for the patented product,” the Court held that even though Presidio’s BB capacitor did not
practice the '356 patent, the demand for the “patented product” could still arise from a competing product,
i.e., ATC’s 545L capacitors. Id. at 12. The Court found sufficient record evidence to support the jury’s
finding that the ATC and Presidio capacitors were in fact competitors. As to the second Panduit factor,
“absence of acceptable noninfringing substitutes,” the Court found that the noninfringing substitutes that
ATC pointed out were not in fact competitors at all since they used a two-piece design of the previous
capacitor generation. Because this two-piece design did not perform as well as the patented one-piece
design, the Court held that the alleged substitutes were not “acceptable substitutes” under the second
prong of the Panduit test.

As to Presidio’s cross-appeal, the Court vacated the district court’s denial of Presidio’s motion for a
permanent injunction. The Court found that competition between the parties could not at once be
sufficient for money damages but insufficient for irreparable harm, as the district court found. The Court
said that the district court appeared to place too much emphasis on the fact that Presidio conceded that
its capacitors did not practice the '356 patent. “Even without practicing the claimed invention, the
patentee can suffer irreparable injury. Direct competition in the same market is certainly one factor
suggesting strongly the potential for irreparable harm without enforcement of the right to

exclude.” Id. at 19. Because the products did compete and irreparable harm existed, the Court held that
the district court abused its discretion in denying Presidio a permanent injunction.

As to false marking, the Court held that the intervening AlA applied retroactively to this appeal. Further,
the AIA’s change of law led the Court to vacate the false marking issue as moot. Under the new law, only
the United States can bring a false marking claim, and so ATC could not maintain its claim against
Presidio.
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Stephen Slesinger Estopped from Challenging Disney’s Ownership of Winnie-the-
Pooh Trademarks
Stephanie H. Bald

Judges: Rader (author), O’Malley, Reyna (dissenting)
[Appealed from TTAB]

In Stephen Slesinger, Inc. v. Disney Enterprises, Inc., No. 11-1593 (Fed. Cir. Dec. 21, 2012), the Federal
Circuit affirmed the TTAB’s dismissal of Stephen Slesinger, Inc.’s (“Slesinger”) challenges, in twelve
opposition and cancellation proceedings filed at the TTAB, to the trademark rights related to A.A. Milne’s
literary work featuring Winnie-the-Pooh and other characters owned by Disney Enterprises, Inc.
(“Disney”). The Court found that the TTAB correctly ruled that the proceedings were barred by collateral
estoppel.

For decades, Slesinger and Disney have disputed the Winnie-the-Pooh rights in federal courts and at the
TTAB. In 1930, A.A. Milne transferred to Stephen Slesinger exclusive merchandising and other rights
based on those works in the United States and Canada. In 1961, Slesinger exclusively “assigned,
granted, and set over to” Walt Disney Productions the rights in the 1930 agreement with A.A. Milne. Slip
op. at 3 (citation omitted). In 1983, Slesinger acknowledged its transfer and assignment of “rights it had
acquired from A.A. Milne to Disney by agreement dated 14 June 1961.” /d. (citation omitted). The 1983
agreement then revoked the prior agreements and gave Slesinger “all of the rights in the work which
were transferred to [Slesinger] in 1930 and amended from time to time,” but also transferred back to
Disney those and “further” rights. Id. (alteration in original) (citation omitted).

While the 1983 agreement sought to resolve the parties’ previous disputes and clarify their contractual
obligations, the parties disagreed about the interpretation of that agreement. Slesinger contended that it
retained rights in the Winnie-the-Pooh works, while Disney maintained that Slesinger assigned all rights
to Disney.

In 1991, Slesinger brought an action in Los Angeles Superior Court alleging that Disney had breached
the 1983 agreement and had underpaid royalties to Slesinger. In the California state court case,
Slesinger acknowledged that the 1983 agreement “regranted, licensed and assigned all rights acquired
rights [sic] to Disney,” and explained that “the grant of all ‘further rights’ in and to the Pooh Characters
[in the 1983 agreement] is a catch-all designed to ensure that Slesinger was granting . . . all of the
additional commercial exploitation rights Slesinger acquired that are not specifically mentioned in the
1983 Agreement.” Id. at 4 (first alteration in original) (citation omitted). The state court ultimately
dismissed Slesinger’s breach-of-contract claim and the California Court of Appeals affirmed.

The parties’ dispute over royalties, however, proceeded in the District Court for the Central District of
California and, in 2006, Slesinger amended its district court claim to allege that Disney’s exploitation of




the Winnie-the-Pooh characters infringed Slesinger’s trademarks and copyrights. Based on Slesinger’s
admissions in the state court action that Disney’s uses of the Winnie-the-Pooh characters were
authorized, Disney moved to dismiss the claim. Disney also argued that Slesinger had granted all of the
rights it had in the characters to Disney and that Slesinger had retained no rights that Disney could
infringe.

In 2009, the district court considered the parties’ cross-motions for SJ based on the 1983 agreement and
addressed the agreement’s scope and judicial estoppel, among other things. The district court noted that
the parties’ actions showed that the Winnie-the-Pooh rights were transferred to Disney in the 1983
agreement. For example, between 1983 and 2006, Disney registered at least fifteen trademarks relating
to those rights and, in 2004, Disney registered copyrights in forty-five works and renewed copyright
registrations for another fourteen. Slesinger, on the other hand, did not attempt to perfect or register
trademarks or copyrights before asserting its district court infringement claims and did not object to
Disney’s registrations until 2006, when the state court dismissed Slesinger’s claims for breach of
contract. The district court also found that because Slesinger could not specifically identify any retained
right in the Winnie-the-Pooh works, the contracts did not permit any retention of rights and Slesinger had
granted its acquired rights to Disney. Thus, based on the parties’ conduct and the “clear terms” of the
agreements, the district court found that Slesinger “transferred all of its rights in the Pooh works to
Disney, and may not now claim infringement of any retained rights.” Id. at 5 (citation omitted).

Finally, the district court found that Slesinger was estopped from arguing that it did not relinquish all the
rights it received from A.A. Milne to Disney because that argument was inconsistent with statements
made and positions taken in the state court action. Specifically, in state court, Slesinger had insisted that
Disney’s uses of the works were derived from the Slesinger grants of “all’ rights to sound, word, picture
representation, television, any representational device, similar or allied devices, videocassettes,

promotion and advertising in all media, exploitation and licensing in all media.” /d. (citation omitted).

The dispute at the TTAB began in December 2006, with Slesinger attempting to cancel certain
trademarks based on the Winnie-the-Pooh work. Slesinger claimed that the 1983 agreement with Disney
was a license, and did not grant Disney the right to register the marks. Disney argued that the 1983
agreement assigned all of the Winnie-the-Pooh rights to Disney and moved to dismiss the TTAB
proceedings. The TTAB treated the motion as one for SJ, and found that collateral estoppel barred
Slesinger’s claims and granted judgment for Disney based on the district court’s decision.

“With such a clear explanation that Slesinger conveyed all rights completely
to Disney, it is immaterial that the district court used the terms ‘transfer’ and
‘grant’ rather than ‘assignment.” Moreover, it is the court’s ultimate ‘judgment
that matters,’ not the language used to discuss the court’s rulings.” Slip op.
at 9 (citation omitted).

On appeal, the Federal Circuit applied the four-part test for collateral estoppel set forth in Laguna
Hermosa Corp. v. United Staes, 671 F.3d 1284, 1288 (Fed. Cir. 2012): “(1) a prior action presents an
identical issue; (2) the prior action actually litigated and adjudged that issue; (3) the judgment in that prior
action necessarily required determination of the identical issue; and (4) the prior action featured full
representation of the estopped party.” Slesinger conceded that the case satisfied the first and fourth
factors, and the Court agreed. On the second factor, Slesinger argued that the district court did not
properly consider the issue of the scope of the 1983 agreement, and it did not specifically declare that
Slesinger “has no rights at all,” implying that some rights might have survived the 1983 agreement. Slip
op. at 7. Further, Slesinger argued that the district court’s use of the term “retained rights” and its failure
to use the word “assignment” (as opposed to “grant” or “transfer”) implied that Disney licensed, rather
than assigned, the rights. The Court rejected these arguments, finding that the district court extensively
analyzed the scope of the 1983 agreement based on the pleadings (Slesinger's Second Claim for Relief



presented this issue) and the parties’ briefing, which addressed the scope of the agreement as an
assignment or license. Thus, the Court found that the district court had litigated and decided the identical
issue.

The Court also agreed with the TTAB that the clear wording of the district court’s order did not support
Slesinger’s contention that the decision was focused only on whether Disney’s uses of the Winnie-the-
Pooh works was authorized. Rather, the Court found that the district court had determined that the 1983
agreement represented “a transfer from [Slesinger] to Disney of all of [its] interest in the Winnie-the-Pooh
characters” and that Slesinger had transferred all of its rights in the Winnie-the-Pooh works to Disney,
and could not claim infringement of any retained right. /d. at 8 (citation omitted). Further, the Court
found that the conduct of the parties over fifty years (which the district court relied on in its decision)
supported the finding that both parties treated the agreements as constituting a complete assignment
and, thus, the record showed that the district court did not find that Slesinger retained any rights. Rather,
it had completely granted all of its rights to Disney as an assignment. Finally, the district court ruled that
it had “fully adjudicated all claims and counterclaims,” and stated that “all of [Slesinger’s] Counterclaims
are dismissed on the merits and with prejudice.” Id. at 9 (alteration in original) (citation omitted). Since
Slesinger had specifically required an order directing that the TTAB correct Disney’s Pooh-related
trademark registrations to reflect Slesinger’s name, the Court found that the district court had ruled on
and denied that request.

Regarding the third element of the collateral estoppel test—which prevents the incidental or collateral
determination of a nonessential issue from precluding reconsideration of that issue—the Court found that
the district court’s ruling was neither incidental nor collateral. Rather, it directly addressed Slesinger’s
ownership interest in the Winnie-the-Pooh rights. The Court found that the record showed that the
evaluation of those rights was clearly an essential element of the judgment. Specifically, the district court
had to determine that issue before deciding whether Disney’s uses of the Winnie-the-Pooh rights were
infringing. And it was essential to first determine whether Slesinger had any ownership rights in the
marks before considering Slesinger’s request to correct Disney’s trademark registrations to Slesinger’s
name.

In sum, the Court found that the TTAB correctly applied collateral estoppel to prevent Slesinger from
asserting a claim that its 1983 grant of rights to Disney was a license as opposed to an assignment.

Judge Reyna dissented, finding that the TTAB erred on two grounds: (1) the district court did not actually
decide the ownership issue, and (2) resolution of the ownership issue was not essential or necessary to
the district court’s decision on noninfringement. Regarding point one, Judge Reyna noted that the district
court did not explicitly state in clear, plain language whether the grant of rights, i.e., the transfer, was a
license or an assignment. Further, Judge Reyna found that the decision appeared to suggest that
Slesinger retained some rights to the Winnie-the-Pooh trademarks, but that any rights retained were
insufficient to support an infringement action. This situation, according to Judge Reyna, was as
suggestive of a license as an assignment and, accordingly, there was a reasonable doubt whether the
district court had actually decided that the transfer was accomplished via an assignment.

Regarding point two, Judge Reyna found that the district court was not necessarily required to decide
whether the transfer of the Winnie-the-Pooh trademarks was an assignment to resolve the issue of
trademark infringement because an effective defense to a claim of trademark infringement can be made
upon a showing of authorized use under a license. Thus, Disney’s ownership of the Winnie-the-Pooh
trademarks was not the only rational basis on which a fact-finder could find noninfringement. An equally

rational basis would have been that Disney was authorized to use the marks under a license. For these
reasons, Judge Reyna concluded that the TTAB erred in applying the doctrine of collateral estoppel.
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In Brooks v. Dunlop Manufacturing Inc., No. 12-1164 (Fed. Cir. Dec. 13, 2012), the Federal Circuit
affirmed the constitutionality of the retroactive elimination of the qui tam provisions of the federal false
marking statute, 35 U.S.C. § 292, effectuated by the Leahy-Smith America Invents Act (“AIA”).
Historically, § 292 allowed any person to sue for false marking, splitting the penalty evenly with the United
States. The prevalence of false marking suits brought by private qui tam plaintiffs increased rapidly in
2009 after the Federal Circuit held that the penalty applied on a per article basis. On September 16,
2011, § 292 was retroactively amended by the AlA to require persons bringing suit to show competitive
injury, and in Brooks, the Federal Circuit affirmed the constitutionality of the retroactive provisions.

See this month’s edition of Last Month at the Federal Circuit for a full summary of the decision.
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This month, in Allflex USA, Inc. v. Avid Identification Systems, Inc., No. 11-1621 (Fed. Cir. Jan. 17, 2013),
the Federal Circuit dismissed the appeal on grounds of mootness and declined to disturb the judgment of
the district court. In this appeal, only the defendant-appellant, Avid Identification Systems, Inc. (“Avid”)
filed a brief, seeking to overturn the district court’s judgment in several respects. The would-be appellee,
Allflex USA, Inc. (“Allflex”), declined to file a brief because the parties had settled their dispute with a
payment from Avid to Allflex, with the agreement that if Avid succeeded on any of the appealed issues,
Avid’s settlement payment to Allflex would be reduced by $50,000. The Court noted a number of
procedural problems with the appeal, but stated that the main problem created by the posture of this case
was mootness. Finding that the “contingent payment does not reflect an actual damages award . . . and
it does not represent a liquidated damages award,” the Court held that “the $50,000 cannot be fairly
characterized as a reasonable estimate of a prospective damages award that would take the place of an
adjudicated damages award following appeal.” Slip op.at 12-13. In conclusion, the Court held that Avid
had “identified no relationship between the valuation placed on the appeal and the issues the appellant
wishe[d] to challenge, the parties have simply placed a ‘side bet’ on the outcome of the appeal, which is
not enough to avoid a ruling of mootness.” /d. at 14.

Read the full summary of the Court’s decision in next month’s edition of Last Month at the Federal Circuit.
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