Annex A (KEI March 7, 2014 comments on Special 301)
KEI Research Note: Recent United States Compulsory Licenses
March 7, 2014
The following are examples of recent compulsory licenses in the United States. The list of
cases is not exhaustive, and collectively, illustrate the extensive efforts in the United States to
use limitations and exceptions to patent rights, to address a wide range of social, economic and
other public interest objectives.
Remedies to anticompetitive conduct
The United States and other countries seek to limit and curb anticompetitive actions by
businesses. One of the remedies available to curb anticompetitive acts are compulsory
licenses on patents, copies, data or other types of intellectual property rights. The following are
a few examples from the United States.
In 1996, the US Department of Justice, consumer groups and small publishers successfully
pressed for a compulsory license to West Publishing’s copyright claims on page numbers of
court opinions.1
In 1997, following complaints from consumer groups, the US Department of Justice brought an
antitrust suit against Microsoft, dealing in part with the ability of other software developers to
provide programs to work with the Windows operating system. The European Union, Japan,
several state governments, private firms and others subsequently brought antitrust cases
against Microsoft. The resolution to the United State’s case included, as a remedy to unlawful
conduct, a compulsory license to a number of Window’s protocols.
In 1998, the US Department of Justice required Monsanto to license certain corn germplasm to
over 150 seed companies, and the “spinoff of Monsanto's agrobacterium claims to the U.C.
Berkeley” in order to ensure competition in biotechnology for new varieties of corn, as a
condition of a merger with Dekalb Genetics.2
In 2000, the US Department of Justice obtained compulsory licenses to Miller Industry patents on
tow truck technologies.3
1

The compulsory license was available to any publisher, and later became moot when Hyperlaw, a small
publisher of court legal information, successfully challenged the ability to claim copyright in the pagination
of court opinions.
2
Justice Department Approves Monsanto's Acquisition Of Dekalb Genetics Corporation, Divestiture of
Transformation Technology Rights and Licensing of Corn Germplasm Implemented, Press Release,
November 30, 1998
3
Justice Department Requires Miller Industries To License Important Towing Technology Decree will resolve
Lawsuit Challenging Two Prior Acquisitions. Press Release. February 17, 2000.
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In 2001, ExxonMobil and the National Petrochemical & Refiners Association asked the US
Federal Trade Commission (FTC) to force Unocal, another oil company, to grant licenses to
patents on reformulated gasoline. The patents were necessary to be in compliance with clean
air regulations in California. In 2005, the FTC obtained a zero royalty compulsory license a
portfolio of patents, as a condition of Chevron acquiring Unocal. In announcing the agreement,
the FTC statement said: “if Union Oil were permitted to enforce its patent rights, companies
producing this lowemission CARB gasoline would be required to pay royalties to Union Oil, the
bulk of which would be passed on to California consumers in the form of higher gasoline prices.
The Commission estimated that Union Oil’s enforcement of these patents could potentially result
in over $500 million of additional consumer costs each year.”4
In 2008, the FTC obtained an open compulsory license to patents held by Negotiated Data
Solutions LLC (NData), for use in Ethernet technologies. The FTC said “The settlement will
protect consumers from higher prices and ensure competition by preventing the company from
charging higher royalties for the technologies used in the standard.”5
In 2011, the USDOJ, in collaboration with Germany's Federal Cartel Office (Das
Bundeskartellamt), required Microsoft, Oracle, Apple and EMC to license 882 patents and patent
application acquired from Novell, under “open source” licenses, including the GNU General
Public License 2, and the Open Innovation Network (OIN) license.6

Additional Actions Regard Standards Relevant Patents
In 2012, the USDOJ issued a statement regarding a series of acquisitions of patents by Google,
Apple, Microsoft and Research in Motion (RIM). The statement detailed a number of promises
by the parties acquiring patents to provide licensing to competitors, and to forgo requests for

http://www.justice.gov/atr/public/press_releases/2000/4189.htm. Also, United States of America v Miller
Industries, Competitive Impact Statement, Civil Action No. CV000305RWR, February 23, 2000.
4
See: ExxonMobil asks FTC to investigate Unocal's gasoline patents, Oil and Gas Journal. May 9, 2001.
http://www.ogj.com/articles/2001/05/exxonmobilasksftctoinvestigateunocalsgasolinepatents.html, and
Statement of the Federal Trade Commission In the Matter of Union Oil Company of California, Dkt. No.
9305, and, Chevron/Unocal, File No. 0510125, June 10, 2005.
http://www.ftc.gov/enforcement/casesproceedings/0510125/chevroncorporationunocalcorporationmatter
5
"FTC Challenges Patent Holders Refusal to Meet Commitment to License Patents Covering 'Ethernet'
Standard Used in Virtually All Personal Computers in U.S." FTC Press Release. January 23, 2008.
http://www.ftc.gov/newsevents/pressreleases/2008/01/ftcchallengespatentholdersrefusalmeetcommitm
entlicense.
6
CPTN Holdings LLC And Novell Inc. Change Deal In Order To Address Department Of Justice's Open
Source Concerns: Justice Department and Germany's Federal Cartel Office Cooperate Closely on Patent
Matter, Investigation Continues. USDOJ Press Release. April 20, 2011
http://www.justice.gov/atr/public/press_releases/2011/270086.htm
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injunctions in resolving disputes over infringements. USDOJ noted:7
“the division continues to have concerns about the potential inappropriate use of
Standards Essential Patents (SEPs) to disrupt competition and will continue to monitor
the use of SEPs in the wireless device industry, particularly as they relate to
smartphones and computer tablets. The division’s continued monitoring of how
competitors are exercising their patent rights will ensure that competition and innovation
are unfettered in this important industry. All three of the transactions highlight the
complex intersection of intellectual property rights and antitrust law and the need to
determine the correct balance between the rightful exercise of patent rights and a patent
holder’s incentive and ability to harm competition through the anticompetitive use of those
rights. “
On January 8, 2013, the US Department of Justice (DOJ) and the U.S. Patent and Trademark
Office (PTO) issued a joint statement on "remedies for standardsessential patents subject to
voluntary F/RAND commitments.” The statement was directed to the United States International
Trade Commission (ITC) which administers Section 337 of the Tariff Act of 1930 (19 USC 1337.
Unfair practices in import trade) and it has the practical effect of introducing a policy of
compulsory licenses for thousands of standards relevant patents.
DOJ and PTO were responding to growing criticism of the patent system as it relates to mobile
computing devices and other technologies where product developers find it difficult if not
impossible to obtain voluntary licenses on reasonable terms to the large number of patents
covering various aspects of a product. A few quotes from the text of the DOJ/PTO statement
follow:
. . . when a standard incorporates patented technology owned by a participant in the
standardssetting process, and the standard becomes established, it may be prohibitively
difficult and expensive to switch to a different technology within the established standard
or to a different standard entirely. As a result, the owner of that patented technology may
gain market power and potentially take advantage of it by engaging in patent holdup,
which entails asserting the patent to exclude a competitor from a market or obtain a
higher price for its use than would have been possible before the standard was set, when
alternative technologies could have been chosen. This type of patent holdup can cause
other problems as well. For example, it may induce prospective implementers to
postpone or avoid making commitments to a standardized technology or to make
inefficient investments in developing and implementing a standard in an effort to protect
themselves. Consumers of products implementing the standard could also be harmed to
the extent that the holdup generates unwarranted higher royalties and those royalties are
7

Statement of the Department of Justice’s Antitrust Division on Its Decision to Close Its Investigations of
Google Inc.’s Acquisition of Motorola Mobility Holdings Inc. and the Acquisitions of Certain Patents by
Apple Inc., Microsoft Corp. and Research in Motion Ltd. USDOJ Press Release, February 13, 2012.
http://www.justice.gov/opa/pr/2012/February/12at210.html
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passed on to consumers in the form of higher prices. . .
The USITC has a mandate to consider the “effect of such exclusion upon the public
health and welfare, competitive conditions in the United States economy, the production
of like or directly competitive articles in the United States, and United States consumers.”
[19] As the USITC has observed, these public interest factors ‘“are not meant to be given
mere lip service,” but rather “‘public health and welfare and the assurance of competitive
conditions in the United States economy must be the overriding considerations in the
administration of this statute.’” . .
The USITC may conclude, after applying its public interest factors, that exclusion orders
are inappropriate in the circumstances described in more detail above. Alternatively, it
may be appropriate for the USITC, as it has done for other reasons in the past, to delay
the effective date of an exclusion order for a limited period of time to provide parties the
opportunity to conclude a F/RAND license. Finally, determinations on the appropriate
remedy in cases involving F/RAND encumbered, standardsessential patents should be
made against the backdrop of promoting both appropriate compensation to patent
holders and strong incentives for innovators to participate in standardssetting activities.
On August 3, 2013, USTR head Ambassador Michael Froman wrote to the Chairman of the U.S.
International Trade Commission (ITC), to "disapprove the USITC's determination to issue an
exclusion order and cease and desist order" for Apple Inc. "smart phones and tablet computers
that infringe a U.S. patent owned by Samsung Electronics," in the ITC Investigation No.
337TA794.8 According to press reports, this is the first time since 1987 that the White House
has overturned an exclusion order by the ITC.9 Froman's letter cited the legislative history of
USC § 1337, which includes a review of the impact on "(1) public health and welfare; (2)
competitive conditions in the U.S. economy; (3) production of competitive articles in the United
States; (4) U.S. consumers; and (5) U.S. foreign relations, economic and political."
By deciding that Apple would be allowed to import devices into the United States that infringe a
patent held by Samsung, the USTR signaled that it would not back the exclusive rights in patents
cases where there are abuses or conflicts with the public interest, or other domestic concerns.
USTR's analysis of the Apple Samsung patent dispute focused on the harm associated with
failures to license on reasonable terms "standards essential patents". Froman's letter said that
the decision to permit Apple to infringe Samsung patents was made "after extensive
consultations with the agencies of the Trade Policy Staff Committee and the Trade Policy
Review Group as well as other interested agencies and persons." According to Froman, the
decision was based upon "the effect on competitive conditions in the U.S. economy and the
effect on U.S. consumers.
8

Michael Froman's decision in the Apple/Samsung ITC patent dispute and the USTR trade agenda, August
5, 2013. http://keionline.org/node/1785 Includes a copy of the August 3, 2013 letter.
9
Brian X. Chen, Obama Administration Overturns Ban on Apple Products, New York Times, August 3, 2013.
http://bits.blogs.nytimes.com/2013/08/03/obamaadministrationoverturnsbanonappleproducts/
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BayhDole
In 1980, the U.S. Congress passed the BayhDole Act, which sought to provide for more uniform
policies as regards federally funded inventions. The BayhDole act included among its
safeguards and a royalty free license “to practice or have practiced for or on behalf of the United
States any subject invention throughout the world,” a requirement of 35 USC 202(c)(4), and a
compulsory licensing procedure called “MarchIn Rights,” set out in 35 USC 203, and the
definitions in 35 USC 201, and the requirement of 35 USC 204, regarding “Preference for United
States industry.”
According to 35 USC 203(a), a federal agency can grant a compulsory license on a patent for an
invention developed with federal funds:
if the Federal agency determines that such 
(1) action is necessary because the contractor or assignee has not taken, or is not
expected to take within a reasonable time, effective steps to achieve practical
application of the subject invention in such field of use;
(2) action is necessary to alleviate health or safety needs which are not reasonably
satisfied by the contractor, assignee, or their licensees;
(3) action is necessary to meet requirements for public use specified by Federal
regulations and such requirements are not reasonably satisfied by the contractor,
assignee, or licensees; or
(4) action is necessary because the agreement required by section 204 has not been
obtained or waived or because a licensee of the exclusive right to use or sell any
subject invention in the United States is in breach of its agreement obtained pursuant
to section 204.
The term “practical application” of the subject invention is defined in 35 USC 201(f) as “its
benefits are to the extent permitted by law or Government regulations available to the public on
reasonable terms,” an obligation quite similar to the requirement in the Indian patent law that
patent are “reasonably affordable.”
The obligation mentioned in 35 USC 201(a)(4) is that normally, the invention must be
“manufactured substantially in the United States.” (Referring to 35 U.S. Code § 204  Preference
for United States industry)
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In the 33 years since the BayhDole Act created a uniform system for federally owned or funded
patents, the NIH has never exercised MarchIn Rights for an invention, and the same may be true
for all federal agencies. However, while federal agencies have not formally granted MarchIn
petitions, there are several instances where the threat of the compulsory license has been used
to obtain concessions from the patent holders.
In 1997, a MarchIn rights petition by Cellpro for Johns Hopkins patents on a medical device was
denied, but since the infringing device was then the only FDA approved technology using the
patented inventions, infringement was permitted for a period of time.
In 2001, DHHS used the threat of a MarchIn rights to expand access to patents on stem cell
lines resulting from publicly funded research and held by the Wisconsin Alumni Foundation
(WARF). Secretary Thompson, a former Governor of Wisconsin, reportedly communicated to
WARF the government’s ability and willingness to grant MarchIn rights, as leverage to secure an
open license on the patents.10
In a 2004 case involving patents on ritonavir, a drug used in the treatment of HIV/AIDS, the
concession by the patent holder to avoid the MarchIn was significant  Abbott Laboratories
agreed to reduce the price of ritonavir approximately 80 percent for HIV/AIDS patients on
federally supported programs.
In 2006, the Centers for Disease Control may have threatened to use MarchIn rights or the
government’s royalty free license, to expand access to patented technologies used to
manufacture vaccines for avian flu. KEI has an outstanding FOIA for the details of this case.
In 2010, a shortage in the US supply of Fabrazyme, an expensive treatments for Fabry’s
disease, was caused by manufacturing failures by Genzyme, a firm now owned by Sanofi. The
patents were invented on an NIH grant, and were owned by Mount Sinai School of Medicines.
Several Fabry’s disease patients asked the NIH to grant a compulsory license for the patents on
Fabrazyme, under the MarchIn rights provisions of the BayhDole Act. At the time, Fabrazyme
was severely rationed in the United States, and patients were getting sicker. The NIH rejected
the patients’ MarchIn petition, in part because the NIH found other IPR barriers to entry, such as
the FDA monopoly on test data. However, the Director of the NIH reported that “Mount Sinai has
assured us that it will not pursue an injunction against the marketing and sale of Replegal during
any period of an existing or future shortage of Fabrazyme.”11 The relevant injunction referred to
by the NIH involved another similar treatment for Fabry’s disease on the market in Europe, but
not in the United States. Mount Sinai was suing Shire in Germany, for infringing the patent it had
10

Resulting in these agreements: September 5, 2001, "National Institutes of Health and WiCell Research
Institute, Inc., Sign Stem Cell Research Agreement," http://www.nih.gov/news/pr/sep2001/od05.htm.
Memorandum of Understanding between WiCell Research Institute, Inc. and Public Health Service:
http://stemcells.nih.gov/staticresources/research/registry/MTAs/Wicell_MOU.pdf
11
Francis Collins, Director, NIH, Determination in the case of Fabrazyme, Manufactured by Genzyme
Corporation. December 1, 2010.
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licensed to Genzyme for Fabrazyme. In Germany, Shire has responded by asking for a
compulsory license to the Mount Sinai patent.
An injunction to block the sale of Replagal in Europe would have increased European demand for
Fabrazyme in Europe, making the US shortage of the drug more acute. The combination of the
NIH induced restraints on a European injunction and the German compulsory licensing request,
was to induce Mount Sinai to license its patent to Shire, and this effectively avoiding a more
severe global shortage of treatments for Fabry’s disease. 12 (For a more complete account of the
related compulsory licensing proceeding in Germany, including the extensive reports to the NIH
about the dispute in Germany, See Annex B, European Compulsory LIcenses. )
In 2013, Senator Patrick Leahy asked the NIH “to consider using MarchIn rights under the
BayhDole Act to ensure greater access to genetic testing for breast and ovarian cancer."13
According to Leahy:
“Myriad's genetic test, which was developed with federallyfunded research, is truly
important for public health. Myriad is the only provider of this test because it is covered
by patent protection. Unfortunately, testimony before the United States Patent and
Trademark (USPTO) revealed that Myriad does all of this testing inhouse, and charges
between $3,000 and $4,000. . . . the health needs of the public are not reasonably
satisfied by the patentee in this situation because testimony presented to the USPTO
made clear that many women are not able to afford the testing provided by Myriad.”
Compulsory licensing of patents under United States Energy Storage Competitiveness
Act of 2007
In 2007 the US Congress enacted a new compulsory licensing program for “energy storage
markets.” 14 In a program involving four energy storage research centers that “translate basic
research into applied technologies” and which is designed to “advance the capability of the
United States to maintain a globally competitive posture in energy storage systems for electric
drive vehicles, stationary applications, and electricity transmission and distribution,” the statute
creates two obligations as regards patents obtained by participants.
(i) the patent holder shall not negotiate any license or royalty agreement with any entity
that is not an industrial participant under this subsection; and

12

Note that for this US funded invention, the drug was rationed in the United States, where the was no
competition, but not in Europe, where competition existed.
13
Donald Zuh, Senator Leahy Urges NIH to Use MarchIn Rights on Myriad BRCA Test, Patent Docs. July
17, 2013
http://www.patentdocs.org/2013/07/senatorleahyurgesnihtousemarchinrightsonmyriadbrcatest.html
14
42 USC 17231(h)(7).
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(ii) the patent holder shall negotiate nonexclusive licenses and royalties in good faith with
any interested industrial participant under this subsection.
The program is coordinated with an "Energy Storage Advisory Council" that "shall consist
primarily of representatives of the energy storage industry of the United States."15 The statute
provides that "as a condition of participating in a center, a participant shall enter into a
participation agreement with the center that requires that activities conducted by the participant
for the center promote the goal of enabling the United States to compete successfully in global
energy storage markets."16
28 USC § 1498 Cases
Another area where the United States permits uses of patented inventions (and copyrights)
without permission of right holders are uses “by and for” the government, under 28 USC § 1948 
Patent and Copyright Cases. Under this statute, the federal government can authorize third
parties as well as its own employees to use any patented invention (also applies to copyrights,
plant variety protection and semiconductor designs), and the patent owners sole remedy is
limited to compensation for the use.
The largest user of 28 USC § 1498 is the US Department of Defense, and indeed, the statute
was amended in 1918 in order to address concerns by the U.S. Navy regarding patent litigation.
In an April 20, 1918 letter to the Chairman of the Senate Committee on Naval Affairs, Acting
Secretary of the Navy Franklin D. Roosevelt wrote:
"manufacturers are exposed to expensive litigation, involving the possibilities of prohibitive
injunction payment of royalties, rendering of accounts, and payment of punitive damages,
and they are reluctant to take contracts that may bring such severe consequences. The
situation promised serious disadvantage to the public interests, and in order that vital
activities of this department may not be restricted unduly at this time, and also with a
view of enabling dissatisfied patentees to obtain just and adequate compensation in all
cases . . . I have the honor to request that the act be amended by the insertion of a
proper provision therefore in the pending naval appropriation bill.”
Until 1960, 28 USC § 1498 was limited to patents. In 1960, the Congress extended the act to
cover copyright. William Patry17 writes.
“Until 1960, the doctrine of sovereign immunity seemed to preclude recovery against the
United States for infringement. This changed on September 6, 1960 when [the Congress
15

42 USC 17231(e)(2)(B).
42 USC 17231(h)(3).
17
William Patry, The U.S. Government and Copyright. The Patry Copyright Blog, May 4, 2005.
16
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passed] an act creating a new Section 1498(b) in title 28. This waiver of sovereign
immunity came with attached strings: one can only recover "reasonable and entire
recovery for such damages, including minimum statutory damages," no injunctive relief is
available, nor attorney's fees. Moreover, corporations owned or controlled by the federal
government, contractors and subcontractors, as well as "any person, firm, or corporation
acting for the Government and with the authorization or consent of the Government" must
be sued in the Court of Federal Claims, with the same limitations on relief. Authorization
may be express (as in a contractual clause), extrinsic (as where evidence demonstrates
the government's intention to assume liability), or implied (e.g., when the government
makes the infringement by the contractor inevitable due to the conditions placed on the
contractor). The reference to minimum statutory damages should scare off copyright
owners from thinking they can get the enhanced amounts of up to $150,000 per work. In
short, monetary recovery is slight, injunctive relief and attorney's fees impossible;
litigation against the federal government is not an attractive option. (These provisions do
not apply to actions against state governments, but there one has intractable sovereign
immunity problems).”
Later the statute would be amended to apply to override exclusive rights for plant variety
protections [28 USC § 1498(d)], mask works under chapter 9 of title 17, and designs under
chapter 13 of title 17 [28 USC § 1498(e)]
Today any federal agency can rely upon to 28 USC § 1498(a) to limit remedies for the
infringement of patents, copyrights, plant variety rights, mask works, and designs to
compensation only. By removing the possibility of an injunction to enforce an exclusive right, the
federal government has the equivalent of a compulsory license on all patents, copyrights and
other intellectual property rights covered by the statute. Examples where this compulsory
license has been used are quite diverse, and include such items as medicines, Blackberry
smartphone services18 , software used by the Federal Reserve Bank to curb fraud19 , technology
used by NASA to explore space20 and weapons of all types.
In 2001, the US Department of Health and Human Services (DHHS) used the threat of a
compulsory license for the patents on Bayer’s ciprofloxin, to successfully obtain a 50 percent
price reduction in the drug.21

18

NTP v. Research in Motion, Civil Action No. 3:01CV767.
Advanced Software Design Corporation, Et Al., v. Federal Reserve Bank Of St. Louis, Case No. 4:07Cv185
CDP, Memorandum And Order. November 9, 2007. United States District Court, Eastern District Of
Missouri, Eastern Division. Advanced Software Design Corporation v Federal Reserve Bank Of St. Louis,
No. 20081152. September 30, 2009, United States Court of Appeals,Federal Circuit.
20
For example, Boeing v United States, Opinion, No. 00705C, March 16, 2009, United States Court of
Federal Claims.
21
"A U.S. senator Tuesday called on the government to increase the supply of the antibiotic Cipro, the only
approved oral treatment for anthrax, by purchasing cheaper generic versions of the drug. Sen. Charles
Schumer, a Democrat from New York, said U.S. law allows the government to make purchases from
19
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State Sovereign Immunity
In 1999, the United States Supreme Court ruled that state governments were not liable for
damages for patent infringement, under the doctrine of state sovereign immunity. Florida
Prepaid Postsecondary Education Ed. Bd. v College Savings Bank. 527 U. S. 627 (1999).
Later this immunity was extended to infringements of copyrights and trademarks.
The immunity from damages for patent infringement has the practical effect of expanding the
ability of state universities to engage in a wide variety of infringing activities, including those
relating to medical research.
Affordable Care Act
In 2010, the Affordable Care Act [PL 111148] created a compulsory license for patents
associated with biologic drugs. The compulsory license goes into effect when the manufacturer
of a biologic drug does not bring a timely action for infringement, or fails to disclose relevant
patents for the drug. The statute limits the remedies for infringement to either a reasonable
royalty, or no remedy at all, depending upon the failures of the patent holder to assert or disclose
patent rights in a timely manner. The compulsory license is automatic and mandatory. The
legal basis in the WTO TRIPS agreement for the elimination of the availability of an injunction
and the limit of the remedy to a reasonable royalty is TRIPS Article 44.2.
PUBLIC LAW 111–148. March 23, 2010 [H.R. 3590]. An Act Entitled The Patient Protection
and Affordable Care Act.
35 U.S.C. Title 35  PATENTS. PART III  PATENTS AND PROTECTION OF PATENT RIGHTS.
CHAPTER 28  INFRINGEMENT OF PATENTS
28 USC 271(e)(6) (A) Subparagraph (B) applies, in lieu of paragraph (4), in the case of a patent—
(i) that is identified, as applicable, in the list of patents described in section 351(l)(4) of the Public
Health Service Act or the lists of patents described in section 351(l)(5)(B) of such Act with
respect to a biological product; and

manufacturers other than the patent holder, in this case Bayer AG. "So if we invoke this statute, we can
greatly increase our supply of Cipro and greatly reduce the cost to the government by about 50 percent,"
Schumer told a press conference." NY Senator urges U.S. to purchase generic Cipro. Reuters, October 16,
2001. "Mr. Gardett, the spokesman for the Department of Health and Human Services, countered that Mr.
Thompson has not actually infringed on any patents, and added that the secretary has said he wants to
avoid that step. 'He has only talked about it,' Mr. Gardett said." Carter Dougherty, U.S. seeks cheaper Cipro
stockpile," The Washington Times, October 24, 2001. "Congressional Republicans have traditionally been
leery of interfering with patents. But Representative Christopher Shays, the Connecticut Republican who is
the chairman of the House Government Reform subcommittee that held today's hearing, said that Congress
would probably back any request from Mr. Thompson for permission to bypass the patent. "If the secretary
asked for it, it would probably pass," he said. Keith Bradsher and Edmund L. Andrews. "U.S. Says Bayer
Will Cut Cost of Its Anthrax Drug," New York Times. October 24, 2001.
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(ii) for which an action for infringement of the patent with respect to the biological product—
(I) was brought after the expiration of the 30day period described in subparagraph (A) or
(B), as applicable, of section 351(l)(6) of such Act; or
(II) was brought before the expiration of the 30day period described in subclause (I), but
which was dismissed without prejudice or was not prosecuted to judgment in good faith.
(B) In an action for infringement of a patent described in subparagraph (A), the sole and exclusive remedy
that may be granted by a court, upon a finding that the making, using, offering to sell, selling, or
importation into the United States of the biological product that is the subject of the action infringed the
patent, shall be a reasonable royalty.
(C) The owner of a patent that should have been included in the list described in section 351(l)(3)(A) of the
Public Health Service Act, including as provided under section 351(l)(7) of such Act for a biological
product, but was not timely included in such list, may not bring an action under this section for
infringement of the patent with respect to the biological product.

Compulsory licensing of patents as a limitation of remedy, under eBay v. MercExchange
In 2006, the US Supreme Court ruled that notwithstanding the exclusive rights associated with a
patent, a patent holder was not automatically entitled to obtain an injunction to prevent future
infringements. The decision, eBay Inc. v. MercExchange, L.L.C., 547 U.S. 388 (2006), states
that the decision to grant an injunction is question of equity, and the court must consider a four
part test, and require a demonstration that the plaintiff:
(1) has suffered an irreparable injury;
(2) that remedies available at law are inadequate to compensate for that injury;
(3) that considering the balance of hardships between the plaintiff and defendant, a
remedy in equity is warranted; and
(4) that the public interest would not be disserved by a permanent injunction.
The practical impact of eBay v. MercExchange was to transform many infringement and
injunction proceedings into compulsory licensing cases, and to include a public interest test.
Some judges and observers have sought to draw distinctions between the “running royalties” 22 in
the post eBay injunction cases, from compulsory licensing cases under European patent
statutes, but the distinctions are primarily about the timing of the compulsory license. A
European Union compulsory licensing proceeding can take place before or during an

22

Mark J. Feldstein Ph.D., Permanent Injunctions and Running Royalties in a Post eBay World, Intellectual
Property Today, September 1, 2009. Stephen M. Ullmer, "Paice Yourselves: A Basic Framework For
Ongoing Royalty Determinations In Patent Law," Berkeley Technology Law Journal, Vol. 24:75.
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infringement. The post eBay injunction cases are compulsory licenses that normally take place
after infringement has taken place.
Since 2006, the post eBay injunction cases have resulted in a very large number of compulsory
licenses involving all sorts of technologies. The following are a few examples.
In a 2006 case, Dr. Jan K. Voda alleged that three patents concerning an angioplasty guide
catheter were infringed by Cordis (a Johnson and Johnson company). A jury found for Dr. Voda
on infringement, and determined that he was entitled to a reasonable royalty of 7.5% of Cordis’
gross sales of the infringing catheters.23 Finding that Dr. Voda failed to demonstrate either
irreparable injury or that monetary damages would be inadequate, the court denied his request
for a permanent injunction.
In a 2009 case, patentee Bard Peripheral Vascular, Inc. sued W.L. Gore & Associates in Arizona
for infringement of a patent for a prosthetic vascular graft. Finding infringement, the jury awarded
damages, including reasonable royalty set at 10 percent. The court denied Bard’s motion for a
permanent injunction, holding that a compulsory license was appropriate compensation; it wrote:
“The Court is satisfied that a fair and full amount of compensatory money damages,
when combined with a progressive compulsory license, will adequately
compensate Plaintiffs' injuries, such that the harsh and extraordinary remedy of
injunctionwith its potentially devastating public health consequencescan be
avoided.”24
In 2009, US District Court Judge David Folsom issued an ongoing royalty rate in light of patent
infringement by three of Toyota’s vehicles. Paice filed a lawsuit in 2004 alleging that Toyota’s
Prius, Highlander SUV, and Lexus RX400h SUV vehicles infringed on patents held by Paice
relating to the drive train for hybrid electric vehicles. Toyota was found to be infringing on the
patent and a jury awarded Paice damages and established an ongoing royalty rate. In 2009, the
court set an ongoing royalty rate as a percentage of wholesale vehicle price per model in
question.25 The rates decided were 0.48 percent on each Toyota Prius, 0.32 percent on each
Toyota Highlander, and 0.26 percent on each Lexus RX400h sold for the remaining life of the
patent.
In 2009, Boston Scientific Corporation (BSC) filed a patent infringement action against the Cordis
Corporation for infringement of its US Patent No. 5,922,021, which is a patent involving
cardiovascular stents. The court ruled in favor of BSC in this case, which follow several
previous patent infringement claims and counterclaims between the two parties (which also
were decided in favor of BSC). The claim in this case was ruled to be a separate instance of
23

Voda v. Cordis Corp., 2006 U.S. Dist. LEXIS 63623 (W.D. Okla. 2006)
Bard Peripheral Vascular, Inc. v. W.L. Gore & Assocs., 2009 U.S. Dist. LEXIS 31328 (D. Ariz. 2009)
25
Paice, LLC v. Toyota Motor Corporation, Civil Action No. 2:04CV211 (US District Court, E.D. Tex., April
17, 2009)
24
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infringement from the previous cases (which also involved cardiovascular stents). The jury
awarded $18,531,022 in lost profits damages and $1,000,470 in reasonable royalties to BSC.
The court granted BSC’s motion for ongoing damages in lieu of a permanent injunction at a rate
of 32 percent.26
In 2010, a Florida district court declined to grant a permanent injunction following a finding that
the Johnson & Johnson’s ACUVUE®OASYS contact lens product infringed patents owned by
CIBA Vision Corporation. In consideration of the decision, the court included a thorough and
considered discussion of the public interests at stake. Finding that approximately 5.5 million
American patients presently wear the infringing lenses and that the total cost of refitting for all
current users would be between $275 million and $687.5 million, the court stated that “millions of
innocent lens wearers will suffer real adverse consequences if sale of ACUVUE®OASYS is
enjoined.” The concerns, said the court, were not limited to “issues of comfort or cosmetics, as
CIBA argu[ed], but rather deal[t] with the more substantive concerns of proper vision and eye
care.”27
In 2010, the US District Court found Wells Fargo to be in infringement of patents owned by
Datatreasury Corporation (US Patent Nos. 5,910,988 and 6,032,137). The patents in the case
involved check image technology whereby customers deposit checks via image technology on
mobile applications. The patents specifically dealt with the encrypting, processing, and verifying
systems and data extraction limitations. The court decided in favor of Datatreasury Corporation
and set the ongoing royalty rate at 0.5 cents per check.28
In 2012, Judge Richard Posner dismissed with prejudice the patent infringement suits filed in
Apple Inc. and NEXT Software, Inc. v Motorola, Inc. and Motorola Mobility, Inc. In this case, the
judge cited the eBay decision noting that neither party was entitled to injunctive relief as neither
party demonstrated that "damages would not be an adequate remedy". In fact, the judge
specifically noted that a "compulsory license with ongoing royalty is likely to be a superior
remedy in a case like this because of the frequent disproportion between harm to the patentee
from infringement and harm to the infringer and to the public from an injunction.”29
In 2012, the US District Court decided that Varian Medical Systems had found to be infringing on
two patents owned by the University of Pittsburgh and had been used in Varian’s Realtime
Position Management Respiratory Gating System (RPM System). The RPM System is used in
imaging and radiation therapy to target tumors during cancer treatment. The court ruled in favor
of the University of Pittsburgh, awarding the university more than $36.8 million in damages.
26

Boston Scientific Corporation and Boston Scientific Scimed, Inc. v. Cordis Corporation, Civ. No.
10315SLR (US District Court, Del., March 13, 2012)
27
Johnson & Johnson Vision Care, Inc. v. CIBA Vision Corp., Nos. 3:05CV135J32TEM, 3:06CVJ32TEM
(US District Court, M.D. Fla., March 26, 2009)
28
Datatreasury Corporation v. Wells Fargo & Company, et al., Civil Action No. 2:06CV00072 DF (US
District Court, E.D. Tex., August 2, 2011)
29
Apple, Inc. and NeXT Software, Inc. v. Motorola, Inc. and Motorola Mobility, Inc., Nos. 20121548,
20121549 (US Court of Appeals, Fed. Cir. November 27, 2012)
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Additionally, the judge found that the university was entitled to an ongoing royalty for the
infringement, with a rate of 10.5% for the sales of Varian’s RPM Systems and a rate of 1.5% for
its sales of the Clinac and Trilogy linear accelerators, which were sold in conjunction with the
RPM Systems.30
In 2012, the Activevideo brought a patent infringement action against Verizon on several of its
patents. The jury found that Verizon had infringed on four Activevideo patents following the
decision, a permanent injunction was entered (with a sunset royalty assessed). On appeal
however, the court vacated the grant of a permanent injunction and awarded an ongoing royalty
rate for future infringement by Verizon. The Court of Appeals upheld the royalty rate determined
by the district court and awarded Activevideo an ongoing royalty rate of $2.74 per Verizon
FiOSTV subscriber per month.31
In 2012, the court awarded Mondis supplemental damages, prejudgment interest, and an
ongoing royalty rate for ChimeiInnolux’s infringements of patents owned by Mondis. The patents
involved plugandplay video display technology, relating to television and computer monitors.
The court ordered in favor of Mondis and the jury awarded $15 million in damages to be paid by
Innolux. The court then later adjudicated a further $1,971,810 in 2011 supplemental sales and
$73,725 in prejudgment interest to be awarded. The court decided on an ongoing royalty rate of
1.50% for computer monitors and 0.75% for televisions, as a percentage of total product
revenue, for the remaining life of the infringed patents.32
On March 6, 2014, Judge Lucy H. Koh issued order denying an Apple Computer motion for a
permanent injunction to prevent Samsung from infringing several of its patents.33 In rejecting the
Apple motion, Koh cited precedent that “a patentee may not ‘leverage its patent for competitive
gain beyond that which the inventive contribution and value of the patent warrant.’”34 The Court
also ruled that “monetary remedies would more appropriately remedy the injury arising out of
Samsung’s infringement of the utility patentsinsuit than would an injunction.” The court also
found the public interest favored an outcome that did not “deprive consumers of phones that
infringe.”35
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University of Pittsburgh of the Commonwealth System of Higher Education d/b/a/ University of Pittsburgh
v. Varian Medical Systems, Inc., No. 08CV1307 (US District Court, W.D. Pa., April 25, 2012)
31
Activevideo Networks, Inc. v. Verizon Communications, Inc., Verizon Services Corp., Verizon Virginia Inc.,
and Verizon South, Inc., Nos. 20111538, 20121129, 20121201 (US Court of Appeals, Fed. Cir., August
24, 2012)
32
Mondis Technology Ltd. v. ChimeiInnolux Corp., et al., Civil Action No. 2:11CV378JRG (US District
Court, E.D. Texas, April 20, 2012)
33
Judge Lucy H. Koh, Apple v Samsung, Order Denying Apple’s Renewed Motion For Permanent Injunction,
Case No.: 11CV01846LHK, March 6, 2014. United States District Court, Northern District Of California,
San Jose Division.
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Page 37 of Koh’s order, citing Apple IV, 735 26 F.3d at 1361 (quoting Apple II, 695 F.3d at 137475).
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Apple continues to press that the public interest favors strong patent rights, and that an
injunction is necessary to incentivize future innovation. Samsung, on the other hand,
stresses the public policy against enjoining entire complex products based on the
infringement of limited, noncore features. The Court previously recognized that both
concerns are valid but on balance found the concern over a small number of features
exerting inordinate control over an entire product to be more compelling. Apple III, 909 F.
Supp. 2d at 1163 ("[W]hile the public interest does favor the protection of patent rights, it
would not be in the public interest to deprive consumers of phones that infringe limited
noncore features, or to risk disruption to consumers without clear legal authority.").
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