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The Experimental Use Exception to Patent
Infringement Should be Expanded:
A Proposed Modified Exception Comprising a

Bright-line Rule Permitting Experimental Use
Upon Delivery of Express Notice of Intent

By Kyle R. Quigley

Editors Note: The following article was written by Kyle R. Quigley, a 2013 graduate
of the Thomas M. Cooley Law School. It was awarded First Place in the 2013 Michi-
gan Innovation and IP Legal Writing Competition. Mr. Quigley is currently a Patent
Examiner at the Elijah ]. McCoy USPTO Satellite Office in Detroit, Michigan

l. Introduction

On August 1, 2012, a federal jury awarded $1 billion in damages to the crop
biotechnology leader Monsanto Company (“Monsanto”) saying that its arch rival
E.I. Dupont De Nemours and Company (“DuPont”) had “willfully infringed a
patent covering Roundup Ready® soybeans,” the “world’s most widely grown ge-
netically engineered crop.”! “Monsanto ha[d] developed certain technologies that
allow it to produce genetically-modified seed products by transferring into crop
seed genes that give the resulting plants new genetic qualities, called transgenic
traits.”> Monsanto actively protects these technologies through use of the United
States patent system.? At issue here was Monsanto’s patented Roundup Ready
soybean and corn traits*, which Monsanto developed upon discovering a gene that
makes plants resistant to a commonly used herbicide.®

Perhaps what is most surprising about the case and its extraordinary verdict® is
that DuPont never marketed nor commercially exploited any plants or plant seeds
that contained the patented genes.” DuPont used the patented genes, without
authorization,® “in developing a line of soybean seeds called Optimum GAT, which
it later abandoned.” DuPont had hoped to combine the traits of its existing plant
lines with the traits of Monsanto’s patented genes in order to produce a line with
superior characteristics than either possessed individually.'” Although Monsanto
was unable to establish that it lost any profits as a result of DuPont’s infringing
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View from the Chair

In the Spring an IP attorney’s fancy lightly turns to
thoughts of . . . the Supreme Court. This season, our atten-
tion turns to ponder the Court’s views on laches in copy-
right cases (Petrella v. MGM), attorney fee shifting (Octane
Fitness v. Icon Health & Fitness; Highmark v. Allcare Health
Mgmt.), indefiniteness (Nautilus v. Biosig), divided infringe-
ment (Limelight v. Akamai), and false advertising under the
Lanham Act (Lexmark Intl v. Static Control). Before the end
of June, we should have additional musings about patent-
able subject matter (Alice v. CLS Bank). You can learn more
about the impact of these cases from distinguished national
speakers and scrutinize them over a cocktail with your col-
leagues on the world’s largest front porch at ICLE’s Summer
Intellectual Property Law Institute, July 17-19, 2014 at the
Grand Hotel on Mackinac Island. We are very excited that
our 40* Summer Institute will include the Hon. Gerald E.
Rosen, Chief Judge, Eastern District of Michigan, and the
Hon. Robert Holmes Bell, District Judge, Western District
of Michigan, sharing their perspectives on IP litigation. The
Intellectual Property Law Section will also conduct its
annual business meeting on July 19 at 8:00 a.m. at the
Grand Hotel. More information about the program and
registration is available at: hzp://www.icle.org/modules/store/
seminars/schedule.aspx’PRODUCT_CODE=2014CI4710

Like IP opinions from the Supreme Court, our Section
has been prolific this season. Our annual Spring IP Law
Seminar was March 24, 2014 at the Kellogg Center in East
Lansing. The day-long program included patent and trade-
mark tracks with presentations from the PTO and national

practitioners. This year, we reinstituted a student track. It
included a panel discussion focused on careers in the IP field,
as well as reserved seats at each of our luncheon tables to pro-
mote networking between students and Section members.

On April 24, 2014, our Section was honored to host
judges from the United States Patent and Trademark Of-
fice’s Patent Trial and Appeal Board (PTAB) at a public
roundtable at Thomas M. Cooley Law School in Auburn
Hills. This event was one of several roundtables that the
PTAB conducted nationwide. Judges from the PTAB
shared information about the new America Invents Act
trials (inter partes reviews, post grant reviews, covered busi-
ness method reviews, and derivations) including statistics,
lessons learned, and techniques for successful motions
practice. More than 80 people attended. Our Section also
hosted a reception with the PTAB judges afterward. Both
events were free to the public.

Finally, in April, the IP Law Section Council conducted
a survey of our members to evaluate what we have been
doing in the past and what changes might be made as we
go forward. We appreciate everyone that took the time to
respond. The results will provide important assistance with
planning future seminars and activities.

Please let me or any of our Council members know if
you would like to assist with any programs, or have other
suggestions. We hope to see you on Mackinac in July!

Adam B. Strauss
Chair, Intellectual Property Section
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The Experimental Use ...
Continued from page 1

use'! of the genes, it was still able to recover a $1 billion
verdict based on the hypothetical reasonable royalty DuPont
would have paid to enter into a license for the use.'? Al-
though DuPont attempted to argue that its experimentation
with the patented genes fell inside the scope of the experi-
mental use exception to patent infringement, this argument
was not accepted by the trial court."

Il. The Experimental Use Exception to
Patent Infringement

A. Background of the Exception

In contrast to the United States Copyright Act'¥, the Pat-
ent Act “does not provide any general exemption from patent
infringement liability for uses of patented inventions that are
not authorized by the patent owner.”" Even use of an inven-
tion for mere purposes of personal convenience ordinarily
constitutes infringement.'®

However, there are exceptions to infringement, such
as the experimental use doctrine. “The experimental use
doctrine of patent law protects alleged infringers who use
patented inventions solely for experimental purposes, such as
testing whether a device functions as claimed or re-creating a
process to observe its effects from a scientific perspective.”"”

Since its first enunciation, the experimental use defense
has only infrequently been applied to excuse unauthorized
uses of patented inventions.'® It has been acknowledged that
“[t]his has probably resulted because in the same year that
it was created, it was held that users with ‘intent to use for
profit’ could not avail themselves of the defense.”” This re-
quirement has translated into a longstanding notion that use
of a patent with commercial intent should not be protected
by the experimental use doctrine.?® As such, courts generally
have historically applied the exception restrictively?!

This limitation has proven to be quite strict; the doctrine
does not apply for experimental use which is of a commercial
nature.”” Any unauthorized sale of the invention is considered
to be a commercial use and will thus fall outside the scope of
the defense®

Gradually, “the focus of the inquiry shifted from whether
the alleged infringing use was for profit or financial gain, to
whether it furthered legitimate business interests” — regard-
less of commercial gain.** More recently, the U.S. Court of
Appeals for the Federal Circuit (“Federal Circuit”), which
exercises “exclusive nationwide jurisdiction over patent-based
appeals,” has interpreted the doctrine in such a narrow way
that, “for all practical purposes, the doctrine has become a
nullity.”® The Federal Circuit has stressed that “use in keep-

ing with the legitimate business of the alleged infringer does
not qualify for the experimental use defense.”

B. Application of the Exception in Monsanto v. DuPont

How could Monsanto be awarded $1 billion in damages
when DuPont had never marketed nor commercially exploit-
ed any plants or plant seeds which contained the patented
genes? Why did the experimental use exception not apply
here? The answer lies in the nature of patent damages and the
more recent decisions of the Federal Circuit regarding the
experimental use exception.

The Patent Act guarantees to a successful claimant “dam-
ages adequate to compensate for the use made of the inven-
tion by the infringement, but in no event less than a reason-
able royalty,”” meaning that a patentee can be entitled to
compensation regardless of whether they have suffered actual
pecuniary loss.?® Although the arguments between the parties
regarding the calculation of damages are currently sealed,”
the award appears to be based on the royalties that DuPont
would have paid had it negotiated a license ahead of time.*
The court held that it was irrelevant whether or not DuPont
intended to commercialize all of the seeds at issue since
creating the seeds fell within the scope of DuPont’s legitimate
business.?!

lll. A Viable Alternative for a Limited Experimental Use
Exception to Patent Infringement

This section lays out an unambiguous bright-line rule
which both achieves the desired results of those who advocate
a broad experimental use exception doctrine, while avoiding
the harms identified by those who support a narrow doc-
trine. The proposal is a modification of the experimental use
exception to infringement which relies, in part, on an effect it
would have on the calculation of infringement damages.

The Patent Act authorizes courts to increase the dam-
ages found during a patent infringement suit by up to
three times the actual calculated value.’* A finding of will-
ful infringement is the most common basis for increasing
damage awards in patent infringement suits.*> An increase is
appropriate when the infringer fails to mount “a good faith
and substantial challenge to the validity of the patent or the
existence of infringement.”**

Willful damages must be clearly and convincingly proven
by the evidence.” In order “to establish willful infringement,
the patentee must show . . . that the infringer acted despite
an objectively high likelihood that its actions constituted

Continued on next page
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infringement of a valid patent.”*® One key factor in deter-
mining whether an infringer acted recklessly is “whether
the infringer, once he knew of the other’s patent protection,
investigated the scope of the patent and formed a good-
faith belief that it was invalid or that it was not infringed.””
“Many decisions have awarded a trebling increase without
significant further analysis once it has been found that the
infringer’s activities were sufficiently willful and wanton.”*®

The proposal is for a modification to the experimental use
exception to patent infringement which both rewards inven-
tors in complex technology industries for their contributions,
while allowing society to fully realize the disclosure of the in-
vention to the public. This could be accomplished by judicial
reinterpretation of the doctrine, which is appropriate as the
doctrine itself was judicially created.® After all, the common
law experimental use exemption “is premised on a judicial
interpretation of the statutory prohibition of unauthorized
‘use’® of a patented invention” under the federal statute
which defines patent infringement.*!

The modified rule would take the following form: An
experimental use which does not result in a commercial detri-
ment to a patentee does not constitute infringement, so long
as the patentee was put on express notice of the intended
experimental use beforehand. The phrase “does not result in
a commercial detriment to the patentee” is used in place of
“results in a commercial benefit to the user” in order to avoid
complications regarding the involvement of third parties. For
purposes of this rule, a failure to collect licensing fees for the
initial experimental use would not constitute a commercial
detriment to the patentee.

The substantive rights provided by the Patent
Act will all remain in place under the modified
experimental use doctrine.

This new, bright-line approach to the experimental use
doctrine is advantageous in every conceivable way. The rights
of the patentee will still be adequately protected and it is
anticipated that the licensing income generated by patents
will actually increase. As such, the goal of the patent system
in stimulating investment in patent-yielding research and de-
velopment will also be well served. The previously mentioned
benefit to the public of being able to fully understand and
learn from patents will be enhanced. Most important, society
will benefit from the race-to-the-top system which will exist
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once impediments to experimentation are removed, resulting
in a technological boom.

How might these expectations be realistic? Although the
benefits of the new rule in promoting the understanding
of new technologies and in incentivizing academic research
may seem straightforward, the assertion that the pecuniary
value of a patent will increase might be seem to be counter-
intuitive. The answer revolves around the actual effect of the
new rule in changing the behavior of both patentees and
experimental users.

The substantive rights provided by the Patent Act will all
remain in place under the modified experimental use doc-
trine. In fact, there is only one situation under the new rule
in which a patentee would be adversely affected — when the
experimental use at issue yields nothing of any commercial
interest. In such a situation, the patentee would lose its abil-
ity to collect a licensing fee. As explained below, the lack of a
mandatory licensing fee in such a situation provides exten-
sive benefits to society and the public, while being the more
equitable arrangement.

How can the exclusion of a category of users from having
to enter into licensing arrangements result in an increase in
licensing fees collected by the patentee? The mechanism by
which this will occur is the simple and elegant result of the
new bright-line rule. Because an experimental user is required
to provide express notice of their intent to use the invention
to the patentee, the user will have subjected themself to the
danger of a finding of willful infringement and an award to
the patentee of treble damages. The express notice which the
patentee receives from the experimental user will serve as
powerful evidence during any eventual litigation that the user
was both aware that their activity infringed upon the patent
and that they believed the patent to be valid — thus making a
strong case to support an allegation of willful infringement.*
Additionally, receiving express notice that the experimental
use of a patentee’s invention is intended will greatly assist in
monitoring that use and policing its results.

In the event that a development occurs during the experi-
mental use of the invention that could result in a commercial
detriment to the patentee, the threat of litigation coupled
with a fear of a finding of willful infringement will serve as a
figurative Sword of Damocles hanging over the user’s head.
The result of such peril is clear — it will serve as an impetus to
the experimental user to enter into a license agreement with
the patentee.®

It is anticipated that permitting initial experimental use
of a patentee’s invention will result in the patentee being able



to license to an even greater number of potential users than
they would if experimental use was illegal; not only will the
patentee still be able to seek out and obtain licenses from
those interested in commercial applications for the inven-
tion, but those seeking to use for experimental purposes will
themselves seek out the patentee. The only way in which the
patentee will end up licensing to a smaller pool of licensees
under the new rule is when there is an insufficient number of
experimental users who are able to advance their research to
the point at which it becomes of commercial interest.

Further, regarding those known experimental users who
later seek to license the patentee’s invention, the patentee
will know at the outset that they are in a superior bargaining
position. After all, the experimental user will be seeking out
the patentee for a license because it has developed something
of commercial interest; the experimental user may already
have crossed the line and begun infringing the patent. This
places the patentee in a position to maximize the pecuniary
value of their patent.

Regarding experimental users who go on to infringe the
patentee’s patent without attempting to obtain a license,
there are two points to consider. First, there is nothing
preventing infringers from doing so currently. According to
Monsanto, this behavior is exactly the type in which DuPont
engaged.* Even in the scenario where a user neither puts
the patentee on notice of an intent to use the invention nor
seeks out a license before making a commercial use of it, the
patentee is in no worse a position than it is under the current
rule for experimental use.

Second, assuming that DuPont had given express no-
tice of its intent to experiment with Monsanto’s invention
under the new rule, Monsanto would have at least had that
knowledge beforehand. This knowledge would have made it
easier for Monsanto to police DuPont’s use of its invention.
Monsanto would know that it would need to closely moni-
tor the products that DuPont brought onto the market to see
if there was any indication that its patent had been used for
commercial purposes. This would make it much less likely
that DuPont would be able to escape with any unscrupulous
use of Monsanto’s invention without being detected. Further,
DuPont would have been much more hesitant to engage in
any infringing use, because its knowledge of the patent might
subject it to willful infringement damages.

It can be plainly seen that if the new rule had been in
effect during the events leading up to the Monsanto lawsuit,
Monsanto both would have retained the vast majority of
its patent rights and been in a superior position to enforce
those rights. The only situation in which Monsanto would
no longer be in a position to maximize the pecuniary value
of its patent would be if DuPont’s experimentation did not
result in anything of commercial value. However, as was the
case here, a potential user of an invention may be hesitant to

enter into a costly licensing scheme when there is no guaran-
tee of ultimate success. After all, who would risk paying a $1
billion licensing fee for the right to engage in commercially
worthless experimentation?®

IV. Conclusion

It is clear that a broadening of the experimental use ex-
ception to patent infringement is sorely needed. The Mon-
santo case is a perfect example of the flaws in the doctrine as
it now stands: A party has been found liable for $1 billion
in royalty-based damages for engaging in experimentation
which was commercially worthless. It is urged that appellate
courts use this case as an opportunity to adopt a modified ex-
perimental use exception — one comprising a bright-line rule
permitting experimental use, but coupled with an express
notice requirement. |
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ICLE'S 40th Annual
Intellectual Property Law Summer Institute
July 17-19, 2014 Mackinac Island

Enjoy the beauty of Mackinac Island and the elegance of the historic Grand Hotel while you enhance your
IP practice. Get insider views on sweeping changes from the America Invents Act, still resonating in the IP
world, and hear from federal judges and nationally-renowned experts, all against the scenic backdrop of
Lake Michigan. Unique networking opportunities with hundreds of practitioners and 9.75 hours of CLE credit
make this the most productive vacation you'll take this year. Section members save $100!

Attend for These Benefits:
» Discover what federal judges really think about Markman hearings

* Understand the impact of recent decisions as analyzed by experts
» Address prior art and establish derivation using AIA nuances
* Use administrative challenges to adeptly handle inter partes disputes

* Understand the termination of grants of copyright assignments and licenses

REGISTER TODAY!
Visit www.icle.org/summerip or call 877-229-4350
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ArtServe Michigan Launches “Lawyers For The Creative
Economy” Program To Address Unmet Need For IP

Representation

The last issue of Proceedings highlighted efforts by the
IPLS to organize a regional patent pro bono program under
the USPTO’s pro bono initiative under the America Invents
Act. In this issue, we highlight a new pro bono program
designed to serve the IP needs of Michigan’s creative industry.

About LCE

Lawyers for the Creative Economy (LCE) is an ArtServe
Michigan initiative establishing a statewide network of attor-
neys committed to delivering pro bono to low fee intellectual
property and creativity-related legal resources to artists, cre-
ative practitioners, businesses and non-profit organizations.

LCE was developed by ArtServe Michigan with support
from the Arts, Communications, Entertainment and Sports
(ACES) section of the State Bar of Michigan; Clark Hill,
PLC; Miller Canfield; the Detroit Creative Corridor Center
(DC3); and the National Endowment for the Arts.

LCE at a Glance

LCE will not only provide IP practitioners with an oppor-
tunity to fulfill their pro bono responsibilities as an attorney,
but will also allow them to share a stake in Michigan’s vibrant
creative sector.

LCE serves individuals, small businesses, and non-profits
in fields including, but not limited to: dance, theater, music,
literary arts, visual arts, film/video, creative technology,
design, and architecture. Each prospective client will go
through an application process to determine eligibility for
pro bono or low fee legal assistance.

LCE will provide pro bono or low fee creativity-related
attorney referral services to eligible clients in the creative
industries for legal matters including, but not limited to:

e Intellectual Property (copyright, patent and trademark)

e Contracts

e Bankruptcy

® Acquisition of business space
® Real estate/landlord-tenant

e Entity formation (for profit)
e Entity formation (non-profit)
e Insurance

e Immigration
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e Labor relations

e  Small claims court advice
o Tax

o  Wills, estates and trusts

e Constitutional rights/First Amendment issues

Informed Clients and Legal Readiness

LCE strives to ensure that all clients are “legal ready” before
their matter is referred to an LCE volunteer attorney by imple-
menting a structured screening process. Additionally, ArtServe
Michigan provides the following programs and resources:

®  Professional Practice Seminars — The two-hour
“Protecting your Practice” seminars will introduce
key legal areas and essential knowledge pertaining
to copyright, trademark and branding, design rights
and patents, licensing, royalties, entity formation,
contracts, tax, artistic estate planning, and prop-
erty law. “Protecting your Practice” will be jointly
conducted by the Director of Creative Industries, the
Director of LCE Services, and interested participat-
ing attorneys. These seminars will be conducted and
hosted in association with our regional partners.

e  Code - Creative Industries, Technology, and the
Law — Code offers quarterly dialogue and network-
ing events that bring together the creative and legal
sectors. Code events in Detroit and Grand Rapids
will feature talks by local/national artists and legal
professionals discussing timely issues, especially the
impacts of technology on aspects of intellectual
property affecting the creative industries.

®  Website — LCE services, applications and resources
are coordinated through the LCE section of the
ArtServe Michigan website. The LCE section is
designed to be an accessible and comprehensive
online resource that is relevant to a wide audience.
Additional resources are being developed to include
podcasts, FAQs, RSS Feeds, videos, factsheets,
industry-insight articles, case studies, guides and a
glossary of creativity-related legal terms.



Benefits to Volunteering:

Fulfill your Pro Bono responsibilities as a attorney, while
actively connecting the legal sector with local businesses
and creative communities

e The State Bar of Michigan recommends attorneys
to aspire to at least 30 hours of pro bono service per
year

o The American Bar Association recommends at least
50 hours of pro bono service per year

Significantly contribute to the re-invention of Michigan’s
economic growth

Apply your professional skills to meaningful community
service that supports & fosters culturally rich and diverse
communities

Grow professionally through ongoing professional prac-
tice opportunities provided by ArtServe Michigan

e Assist in the development of a flourishing creative indus-
tries sector by encouraging and supporting the arts and
entrepreneurship

e Obrain a stake in Michigan’s vibrant creative sector by
networking with practicing artists, entrepreneurs, cre-
ative professionals, and like-minded attorneys

e Receive positive exposure for your firm (or individual
practice) in local arts and cultural communities. ¢

For more infbrmation contact:
Katherine Peden, Director of LCE Services:
katherine@artservemichigan.org * 248-912-0760 ext. 8#

To register as a volunteer attorney please visit the Programs
& Services section of our website: www.artservemichigan.org

Thank you to those that participated in the IPLS Membership
Survey!

ntaleciual Property Law Seclion Membership Survay
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The IPLS Council would like to thank all those Section members that participated in our recent survey for helping us gather
information regarding our seminar activities. The survey results are now posted to the Section’s website at hzp://www.michbar.
orglip/. We had nearly 190 members respond to the survey, with those responding representing a broad cross section of years
of membership in the Section. The results are being used by the Council to evaluate what we have been doing in the past and
what changes may be made as we go forward. More discussion regarding the survey will be presented at the Summer Institute

on Mackinac Island. ¢
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ArtServe Michigan’s Lawyers for the Creative Economy (LCE) program is
seeking a Director of LCE Services to administer the program.

ARTSERVE MICHIGAN

ArtServe Michigan is the statewide nonprofit advocacy and public policy organization for the
creative sector in Michigan. Our mission is to cultivate the creative potential of Michigan’s
arts and culture sector to enhance the health and well-being of Michigan, its people and
communities.

LAWYERS FOR THE CREATIVE ECONOMY

ArtServe Michigan’s - Lawyers for the Creative Economy (LCE) program has established

a statewide network of volunteer attorneys committed to delivering pro bono and low-

fee intellectual property (IP) and creativity-related legal resources to artists, creative
practitioners, businesses and nonprofit organizations. The referral-based program connects
prospective clients with our volunteer attorneys through a comprehensive application and
review process. The initiative also provides networking events among the legal and creative
fields and professional development seminars for artists and other creative practitioners

to help them develop essential knowledge about creativity-related areas of law (under the
leadership of the Director of Creative Industries).

Job responsibilities include:
1. reviewing applications for legal assistance and pro bono eligibility;

2. handling general program inquiries and requests for legal resources and assistance
beyond the scope of program services;

pairing qualified applicant’s with the best suited attorney among our volunteers;

acting as liaison with attorneys, creative practitioners and organizations, creative
business owners and community leaders;

5. providing regular updates to the LCE advisory board and conducting quarterly
meetings of the board;

recruiting volunteer attorneys and administering attorney orientations;

7. marketing the LCE program to prospective applicants throughout Michigan’s
creative sector;

8. planning and developing LCE programs and services;

9. participating in and assisting with ArtServe Michigan’s Creative Many programs
to provide “Protecting Your Practice” seminars aimed at informing the creative
community of the legal rights and issues affecting their work and how to identify
when they need legal assistance;

10. maintain and update a comprehensive online database of legal resources for the
creative community; and

11. fundraising.

Ideal candidate has legal experience, particularly in the field of intellectual property.
Experience and work in the areas of non-profit administration, grant writing and fundraising
is preferred. Familiarity with the local creative and legal communities is also preferred.

Contact Ice@artservemichigan.com for full job description. Send resume, cover letter and
references to Ice@artservemichigan.com. Applications will be received until the position
is filled. For more information about ArtServe Michigan or LCE, please visit the ArtServe
website at www.artservemichigan.org.

10 [pls PROCEEDINGS  Volume 25 « Issue 2 2014



mailto:lce@artservemichigan.com
mailto:lce@artservemichigan.com
http://www.artservemichigan.org

