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"last hold-out."

In fact,

no software-only manufacturer such as

Activision has even been sued or licensed under the Rusch-2 patent.

Finally,

it is not

clear

that the Rusch-2

cir

ever embodied in a commercially marketed device.

Previous Adjudicaticns With

Respect To The Rusch-2 Patent

Are Entitled Tc Little Or No

Weight, And Are Not Binding

On Actiwvision.

Magnavox repeatedly has relied on the fact

in the Northern District of Illinois,

patent forum,

"upheld" the Rusch-2 patent.

reliance on previous decisio
is profoundly misplacsd.
. - ¥
Prior defendants

invalidity is of no effect in this lawsuit.

can be no suggestion that Activision is collaterally estoppe

+
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cuits were

at two judges

a widely acknowledged pro-
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below,
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the

issue of patent validity or infringement which Magnavox has liti-

gated against other parties. See Blonder-Tongue Laboratories, Inc.
v. University of Illinois Foundation, 402 U.S. 313, 329 (1971). The
Tedera}Circuit recently has stressed tha%t a previous adjudication
of patent "validity" is only a finding that the patent has not bsen
proved to be invalid on the record before ths previous court S22,
&.9., Shelcore, Inz. v. Durham Industries, Inc., 745 F.24 €21, 27
(Fed. Cir. 1984). In addition, as discussed supra at Statement of

Facts, V, the previous "adjudications" of the Rusch-2 patent's

TRIAL BRIEF OF DEFENDANT ACTIVISION,

=51-

INC.




1] "validity" turn out on closer examination to be quite a bit less

2} than compelling.

3 While prior findings of invalidity may be reviewed by

4| subseguent courts, Magnavox cannot suggest that a prior finﬁing of

5| infringement has any effect in any subsequent case involving a

6| different alleged infringer, especially one whose product is differ-

ent from the accused device in the prior case. Blonder-Tongue

Laboratories, Inc. v. University of Illincis Foundation, 402 U.S.

9 313, 329 (1971). Even if the law were otherwise, because wvalidity

10} was not at issue in Magnavex Co. v. Mattel, Inc., even the finding

| of direct infringement in Mattel would have no relevance here, since

HCOWARD i
RICE 12| yhere validity is not challenged, "the court is less free to limit

LN ERCVER] i
CANADY i s ER ; T - S
;;ﬁi:' ,13” “he aprlication cf the dsctrine of eguivzalents than wvhere invalidity
w BERTSON | '

& A G ] o . . . L — I

2 T8y 44 specifically urged by the allsged infriunger." Taomas & Zet:s

L Corp. v Littzn Sys=tems, Inc., 720 F.2d 1572, 15380 (Fed. Cir. 1823)

'8 . As discussed in Argument Part IIC,.infra, the doctrine of equiva-
17 lents, under certain proscribed rules, may allow a finding of
18! infringement even where the allegedly infringing device is not
19 | literally disclosed in the patent. The "scope of the equivalents"
20 | is obviously of critical importance in determiring infringement. In%
21 ' +this lawsuit the scope of eguivalents of Rusch-2 must be extremely

22 | limited for purgosss of determining whether there was any infri

3
9]

e-

*

- -

23 ' ment by &ctivision. In short, the finding of infringement in Hat

({1

24 is entitled to no weight whatsoever.

| ;
25 | The most important fact indicating the very low level of
25‘ weight to be accorded the prior litigation is the subsequent

B 2w
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determination by the Primary Patent Examiner that the relevant

claims of the Baer-1 "pioneer patent" are invalid on application for
reissue. The patent examiner who found the Baer-1 invalid empha-
sized the existence of relevant prior art which had not been dis-

closed to the Examiner on the original application=-=-specifically,

the Spiegel patent and Space War. Magnavox' efforts to confuse the

issue notwithstanding, whether a particular piece of prior art was

in these earlier lawsuits is irrelevant; whether

5/

before the ccocurt

they were presented to the Patent Office2 at the time of the

patent applicaticon is what counts.

The Federal Circuit in EWP Corp. v. Reliance Uniwversal,

Inc., No. 84-~711, slip op. (Fed. Cir. Feb. 21, 1985), emphasized
this rule to find the patent there invalli as cbvious where, as
here, rrior arct fgrelign paténts were not fitsd to the ratent exsm-
iner: "Therefore, in considering cbviousnsss, [if] we have no FIO
view before us on obviousness [the alleged infringer's] burcen

of procf . is more easily carried. Id. at 12 (emphasis added).
Similarly, the court in American Hoist & Derrick Co. v. Sowa & Sons
25/ The Supreme Court in Graham v. John Deere Co., 383 U.S
1, 18 (1966), noted that by 1965 "the Patent 0Office [was] confronted
with a,gmost difficult task. Almost 100,000 applications £cr paczents
are filed. each year. O0f these, about 50,000 are granted and the
backlog now runs w=ll over EO0,000.” As evidenced by the Commis=-
sioner of Patents Annual Report for Fiscal Year 1969, the situaticn
had not changed significantly. The 96,821 applications filed in
fiscal year 19238 set a new record for :he mecst filed in a single
year and the backloy still numbered 184,280 zpplicaticns. It is no
wonder that examinsers faced with widely varying applicaticns hav
difficulty doing substantial independent research to find prior art

neot disclosed by the patent applicant.
£

-53=
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1] 4090, 4096 (Jan. 17, 1984) (Court in contributory infringement
2“ cases has "always recognized the critical importance of not allowing

3| the patentee to extend his monopoly beyond the limits of his spe-

4% cific grant").
5
6|
ﬁ
74 B. Activision's Software Does
8 Not Literally Infringe The
Rusch=2 Patent.
95 The most fundamental misconception in Magnavox' action
|
105 against Activision is the attempt to equate Activision's micropro-
If ; ; ; ; 5
11| cessor~-based software with the analog circuitry described in the
HOWARD J
. \";Et5412§ Rusch-2 patent. Magnavox' entire case depends on this Court holding
SNAENOV SR i
C'-\-‘I‘I'A\:X'( 13 e e I T o =i “'S saftwar ntai ﬁd_ 3 ~arrTridce “amt g art =a =1 3
T-“-::':-'-‘:\_W\: I (SR - R b - W oL o O-- — e ¥ a..e CO-;'- ln...- - - - - \_'—S G.—:-’-q.k— e y;a:
FEAIK 14 . \ N— = R by
W on mastar computer consoles infringss thz= Rusch-2 technology, eithsr |
15 X 5 « s . . s -
2 literally or by the doctrine of equivalents. Activision's software
16, clearly does not literally infringe, in that it is far from identi-
17J cal to the Rusch=-2 circuits. Magnavox is limited to the circuitry
i
]
"8 disclosed in the specifications of the Rusch-2 patent because the
19J Rusch-2 patent is claimed as a means plus function patent. Under 35
i -
20 ! .
2| u.s.c. Section 112:
2 _ "La]n element in a claim for a coxbiration may be
R expressed as a means or step for perfcrming a sgeci-
c2 fied function without the recital of structure,
mazerial, or acts in support thareof, and such claim
23 shall be construed to cover the corresponding struc-
ture, material, or acts described in the specifica-
=4 tion and eguivalents thareof."

25 . several courts have sguarely held that Section 112's language

26 expressly limits the means plus function combination patent to the
il

~56~
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18
19
20 |

21

; doctrine of -equivalents allows a finding of infringement even

specification and its equivalents. See, Lockheed 2ircraft:

e.g.,

Corp. v. United States, 553 F.2d 69, 80-81 (Ct. Cl. 1977);

Graphicana Corp. v. Baia Corp., 472 F.2d 1202, 1204 (6th

("an inventor cannot by the mere use of the word 'means'
any and all kinds of devices which may perform the specified func-
tion or any other mechanism or device than that which is described

in the patent or which is its mechanical equivalent"); White Consol~

idated Industries, Inc. v. Vega Servo-Control, Inc., 214 U.S.P.Q.

796, 834 (S.D. Mich. 1982), aff'd, 713 F.2d 788 (1983). Ctherwise,

a means plus function patent would be tantamount to a monopoly on an

idea. See Jones v. Hardy, 727 F.2d 1524, 1528 (Fed. Cir. 1S84)

(idea not patentable

Activision's Software Is Not
"he Eguivalent Of The Rusch=-2
<echnslogy.

9
L

J

i Eguivalents Defined--Means,
Function And Principle.

Accordingly,

infringed Rusch-2 must be based on the doctrine of equivalents. The

though

the allegedly-iniringing device is not literally only

same end as <the

b

if the alleged infringing device accomplishes the

i
0

7

n

patent by use of a substantially ecuivalent means, funcztiosn and

principle. See, e.g., Graver Tank & Manufacturing Co. v. Linde Air

Products Co., 339 U.S. 605 (1850);

a87 =
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' Travenol Laboratories, Inc., -45 F.2d 1 (Fed. Cir. 198%); Hucghes

o

. v. United States, 717 F.2d 1351, 1361 (Fed. Cir. 1983).

2\ Aircraft C
"Substantially equivalent" means has been interpreted as unimportant

or slight variations to conceal the infringement of the patent.

5A Thomas & Betts Corp. v. Litton Systems, Inc., 720 F.2d 1572, 157%9-=80

6 (Fed. Cir. 1983); Hale Fire Pump Co. v. Tokai, Ltd., 614 F.2d 1278,

71 1281-83 n.5 (C.C.P.A. 1980) (emphasizing that equivalents in a

8| "means for" claim is limited to equivalents of the specification).

9| In the classic case where the doctrine of equivalents

10 applies, the alleged infringer cobtains a copy of the patent, or the

¥ |
:"’:O\"-: A\.@ |

RCE 12| sut to design around the disclosed and claimed invention. See,
SNEROVSA

device it purports to cover, absorbs all of its teachings, and sets

CANADY 13 e.r., Craver Tank Co. . Lindas rir Produszs Co., surra, 339 U.S.
TITON -
;" : L 1 - - s L] I3 - » .
_."%ﬁ 14 at 808 ("!tlhe essence of the doctrine [=f =2guivalents] is that one
1 e - A ¥ e - —_— . —
5 may not practice a fraud on a patent"); Atlas Powder Co. w. E.I. Su
*86

'S\ Pont De Nemours & Co., No. 84-504, slip cp. (Fed. Cir. Cec. 27,

i 1984) (using the doctrine of equivalents where infringer had used
18 | the gist of the invention to devise a non-literally infringing

19 | combination with only one ingredient in explosive mixture changed).

20 %

I
21 2, Scope Of Zguiwvalents

. = Marrow If£f Imcrovement

22 : rasnt
23 The scope of equivalents wvaries with the nature oI the
24 patent. A picneer patent, one which cpens a naw teckroiogigal
B '
26 //

|

|

| <5l
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field,gé/ is entitled to a brcad range of egquivalents. In

contrast, a mere improvement patent is entitled to a very narrow

range of equivalents, equivalents which are substantially iden%ical

~

to what is taught in the patent. See, e.g., Thomas & Bet+ts Corp. v.

ittoén Systems, Inc., 720 F.2d 1572, 1579 (Fed. Cir. 1983). The

reason for this distinction is that an improvement patent is
necessarily narrow in scope to avoid invalidity on account of the
pioneer patent and other prior art. This constricted scope at the
validity stage accordingly limits the scope from an expansive inter-
pretation of eguivalents in the context of an alleged infringement.

See, e.g., id. Sanders has argued before the Patent Office that the

Baer-1 patent is the pioneer patent, and accordingly, the Rusch=2
patant must be a mers improversnt patent. Where ths validizy ¢f an

vament patent is challenged cn the yvound of obviousnaszs in

Iy

light of the prior art, the application cf the doctrine of eguiva-

lents is particularly limited. See id. (giving an improvement

ct

patent "a raznge of equivalents narrow enough to distinguish over
pricr art and, thus, toc avoid invalidity. . . . [w]lhere wvalidity in
view of the prior art has not been challenged, the court is less
free to limit the application of the doctrine of equivalents than

where invalidity is 3pecifically urged by the alleged inixyingsr).

fL

oL
or a function of such novel: y and Importance as to make a d 2
step in the progress of the art. See, e.g., Westinghouse v. Bey:s
Power Brake Co., 170 U.S. 537, 561-62 (1898), Connell v. Sears,
Roebuck & Co., 559 F. Supp. 229 (N.D. Ala.), aff'd in part and mod-
ified in part and vacated in part on other grournds, 722 F.2d. 1542

(Fed. Cir. 1983).

26/ A pioneer patent covers a function never before pe
5

=
L
=1

1 et by
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s |
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Activision Cartridges
Do Not Use The Rusch=-2

Technology.

None of the underlying reasons for the doctrine of eguiva-

lents is even arguably present in this case, and it would be con-

trary to the streng sccial policy of limiting the extension of
patent monopolies in contributory infringement cases to stretch the
doctrine of equivalents to cover Activision's radically-different
software technology. Activision designers did not use and had no :
conceivable use for the Rusch-2 patent, as there was no connection é

between microprocessor-based computer programs and Rusch=-2.

4. Comparison Of Rusch-2 |

-~ 1 » 3 N g i

Technology And Atari 260 i

i
The ewvidance at trial will show that Activision's micro-
processor-based software 1s not technelogically esquivalent to the
primitive analog circuitry disclosed in the Rusch-2 patent. Acti-

vision's expert witnesses, Dr. Richard Shoup and Charles Thacker,
Wwill testify that the Rusch=-2 analeog circuitry is dramatically

different in principle, means and function from the microprocessor- |

based digital technology of Activision's software. Cf. RCA Corp. V.
~pplied Digital Datad Systems, Inc., 730 F.2d 1220, 1446 (Fed. Cir.),
cert. dismissed sub nom. Hazeltine Corp. v. RCA& Corp., =-- U.S5. =--,

53 U.S.L.W. 3180 (Aug. 29, 1%984) (finding certain digital circuitry

"mere for analog circuitry). MNagnavox cannot

not a substitution”
"have it both ways" with respect to computer technology--to ignore
it as prior art while still attempting to encompass Activision's

-60- :
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analog hard-wired circuits. The Atari 2600 calculates positions by
| use of a microprocessor. The Rusch-2 technology cannot perform any |
computations. The Atari 2600 utilizes a read only memocry (ROM) chip |
to instruct the microprocessor as to the nature of the gamé to be }
| played. The Rusch-2 technology has no memory device. The Atari
2600 also uses a random access memory (RAM) contained in the central
processing unit (CPU) to store computations and positions. The
Rusch-2 technology has no equivalent memory. The Atari 2600 uses a
CPU (the microprocessor). The Rusch-2 technology has no CPU or
microprocessor. The Atari 2600 utilizes external contacts to

receive ROM chips (e.g., Activision cartridges), but the Rusch=2 is

self-contained, with no external contacts. The Atari 2600 can

L display a great varisty 2£f vidsogames on interchangeable 2L chics
with complex backgrounds, action and scering. In contrast, Lthe
Rusch=2 circuits cannot be varied to play a substantial wvariaty of

ﬁ games, Keep score, or generate backgrounds. All of these differ-

: ences are fundamental to the very nature of the machines, and demon-

strate the lack of substantial equivalence between the two ;

technologies.

S Scope Of Eguivalents
Limited By File Wrapper

Es<oppel.

- -

Application of the doctrine of eguivalents is also limitsd

L1

E—

Be

by the patent law doctrine of "file wrapper estcppel," which

cludes a patentee from obtaining a claim construction effectively
resurrecting subject matter surrendered during prosecution of the

WD
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18

"9 United States Supreme Court, and provides that a device which per-

20

21

22

patent application. See, e.g., Thomas & Betts Corp. v. Litton

Systems, Inc., 720 F.2d 1572, 1579 (Fed. Cir. 1983); Hughes Aircraft

Co. v. United States, 717 F.2d 1351, 1362 (Fed. Cir. 1983). See

generally Graham v. John Deere Co., 383 U.S. 1, 33-34 (1966).

Magnavox has urged the exclusion of computer art from consideration
as prior art on the issue of obviousness, and argued before the
Patent Office in the Baer reissue proceeding and will contend in
this case that computer games are non-analogous, inapplicable prior
art. However, by seeking to include the computer technology of
microprocessors as egquivalents of the Rusch-2 technology, Magnavox
attempts to "have it both ways" with respect to computer technology

(exclusion as pr-or art but inclusion as equivalents). This attempt

to expand the scope of equisralents shou.i be rejected as inconsis-
tent with the doctrine of file wrapper s:ztcppel.
6. Reverse Eguivalents.

The related doctrine of "reverse equivalents" also applies

to the present case. This doctrine has been recognized by the

forms the same function or accomplishes the same result by substan-

tially.different means, principle, mocde of operation or in a

1y
3
=
w
-
e
11
o}
®
W
2
1}
)
[V}

substantially different way dces not infringe. Thus, where a Qaevice
is so far changed in principle from a paterted article, but never-

theless falls within the literal words of the claim, the decctrine ol

equivalents can be used to restrict the patent claim and defeat an

|

l!

action for infringement. See Graver Tank & Manufacturing Co. V.

TRIAL BRIEF OF DEFENDANT ACTIVISION, INC.
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19

Linde Air Products Co., 339 U.S. 605, 608-09 (1950); Reynclds=-
Southwestern Corp. v. Dresser Industries, Inc., 372 F.24 332, 5¢5 |
(5th Cir. 1967); SRI International v. Matsushita Electric Corp. cf

America, 591 F. Supp. 464 (N.D. Cal. 1984). See generally Pigott,

Sguivalents in Reverse, 48 J. Pat. Off. Soc'y 291 (1966). Reverse

equivalents clearly defeats any assertion of contributory infringe=-
ment in this case, where Activision's computer software for digital

microprocessor technology is a substantially different means, prin-

ciple or mode of operation than the analog circuitry of the Rusch-2
patent.
|
D. Iz @r-dar To Praove Cantributsry

Infringam=nt, Kagravox iust

rove That There Iz an Underlving

Direct Infringy=sment BSv The Purchaser

Of EZctivision Software.

There is no possibility of direct infringement in the

'

present case because there is no "reconstruction' of

device by use of any Activision software, and consumers who purchase

Activision software for use on their Atari 2600 master consoles havel

both implied and express licenses to do so. Ulcne of Magnavox'

previous litigation has involved the discrete izsue of contrisutory
infringemant, as the defendants in the otlar lawsuits were rmanuiac-

b

}.—l
M

S.

1S5S0

8]
(]
b

of master

I+ is estzblished that there can be no conIrilbuIory

infringement or inducement to infringe under 35 U.S.C. Section

271(b) and (c) without an underlying direct infringement. See

-64-

TRIAL BRIEF OF DEFENDANT ACTIVISION, INC.



1" Dawson Chemical Co. v. Rohm & Haas Co., 448 U.S. 176, 216 (1980) (no :
2| contributory infringement without underlying direct infringement);

3 Stukenbourg v. Teledvne, 441 F.2d 1069, 1072 (Sth Cir. 1371) (no

| inducement to infringe without underlying direct infringement). See

5! generally 4 D. Chisum, Patents f17.04 (1984). The sale of a compo-

8| nent of a patented combination does not in itself constitute direct
7: infringement, as there is no direct infringement unless all of the
B i

‘ elements of a patented combination are used by the direct infringer.

gi See, e.g., id.; Aro Manufacturing Co. v. Convertible Top Replacement

01 co., 365 U.S. 336, 339-40 (1961) ("Aro I").
H Contributery infringement developed first as a common-law
HOAARD
\'HE{3”12, concept to aveoid the injustice of the strict literal infringement
Sl Gkl W, o Y
CANAZY 13 1 . s

_____ L rule of complete identity ¢f means, cperz=zion zsnd result, in which
o BERL MON -
Pl .
PN T4 swe aczused devics had to contain all of the elaments sa2t forth in
9 che patent's claims. See generally Dawson Chemical Co. v. Rohm &

6 maas Co., 448 U.S. 176 (1980). The statutory embodiment of the
17i contributory infringement doctrine is 35 U.S.C. Section 271(c).
'8 ' ynder Section 271(c) and case law interpreting the statute, contri-
19 1 butory infringement is established only when (i) an unpatented
20% component of a patented device is a material part of the invention

~ny | .

<t ! +hich~is esS2ntial! to the inventive character ¢

(05
0

-
Cead &

W

- - —
tha pacanca

Iy

=

[

ally’

e

e

'O
0

22 nation, (ii) the manufacturer knows that “he component is =2s
23“ made or adapted for use in infringement of the patent, and (iii) the
24 component is not a staple article or commodity of commerce suitable
25 ' for substantial noninfringing use. 35 U.S.C. §271(c). See

generally Dawson Chemical Co. v. Rohm & Haas Co., supra;

TRIAL BRIEF OF DEFENDANT ACTIVISION, INC.
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D 13 |

|
1| Wilbur-Ellis Co. v. Kuther, 377 U.S. 422 (1964). f

In a combination means plus function patent like the

3| Rusch-2 which recites a list of elements, the patent is directly

infringed only if the accused device contains all of the elements

set forth in the patent's claims as described in the specifications,

§| or their equivalents. See, e.g., Sarkisian v. Winn-Proof Corp., 697

7l F.2d 1313, 1321 (9th Cir.), cert. denied, 460 U.S. 1052 (1983);

8| Nelson v. Batson, 322 F.2d 132, 134 (9th Cir. 1963).

9| Thus, Magnavox must first demonstrate that the purchasers

0 of Activision's software directly infringe the Rusch-2 patent--

11; either literally or by the substantial equivalents of the Rusch-2 |

12 | patent tachnology. !

RE

14
E ictivision's Software Is Not
o A "Reconstruction” Of The
" Rusch=-2 Patent, And Therefore
1?' The Sale Of Activision Software
, Does Not Constitute Contributory
i Infringement.
18 |
! |
™ . . : :
'9 | The underlying rationale of the definition of contributory
i - |
| I
| infringement contained in Section 271(c) is to preserve the pat-
21 ' entee's monopoly ci one complete sale of the ratentad davice cor

-

22 - combination without extending the patentee's monopoly to other it:

e

23 of commerce. See iiotion Picture Paztents Co. v. Universal Filpm

24  Manufacturing Co., 243 U.S. 502 (1917), discussed in Dawsc: _hemi

25 Co. v. Rohm & Haas Co., supra, 448 U.S. at 190-91. C:.ce the '"one

25“ complete sale" of the patented combination has been accomplished,

| =66=
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10

11

18 |

19.

20 |

21 |

the patent monopoly expires as to the sold device. See United

States v. Univis Lens Co., 316 U.S. 241, 250-52 (1942); United

tates v. Masonite Corp., 316 U.S. 265, 277-78 (1942). Thus, the

contributory infringement doctrine precludes the unlicensed manufac-
ture and sale of components to be used in the original complete
combination which deprive the patentee of its monopoly profit on the
one complete sale.

The case law on contributory infringement also has recosg-
nized that the sale of components used to "reconstruct" the patented
device can constitute contributory infringement, as such "recon-
struction" deprives the patentee of an additional complete sale of
the patented device. This "reconstruction" doctrine of contributory

- - -— 3 1 1 - 3 4 — . - = g = T
infringement should b2 carefully distinzs.ishad freom p2rmissible

"repair" or "replacement" of componsnts :Z a licensed device. S==

rt

Aro Manufacturing Ceo. v. Convertible Top

336 (1961) ("Aro I"); Aro Manufacturing Co. v. Convertible Top

Replacement Co., 377 U.S. 476 (1964) ("kro II").

In addition, adaptation of or addition to a licensed
device by sale of a new component does not constitute reconstruc-

tion. See Wilbur-£llis Co. v. Kuther, 377 U.S. 422 (1964); Beckman

Instruments,- Inc. v. Techrnical Develgcpment Ceorp., 730 F.2d 1075,

1085-86 (7th Cir.), cert. denied, -- U.S. =--, 53 U.S.L.W. 3239

(Oct. 1, 1984). Thus, there is no contributory infrin
valid patented combinaticn for sale of a component use
tion with the accused device unless the component constitutes recon-
struction of the patented device or the accused device is

-
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J
1| the one complete sale ensured by the patent monopoly. The game i
|

2“ cartridge sold with the licensed master console is not destroyed or

3; somenow superseded by the Activision cartridge. Indeed, the origi- i
| N
| . |

45 nal game cartridge will be in use at times when the Activision i
! t

5 | '

cartridge is not being played. Only at times when +the A-tivision

sf cartridge is being played will the licensed cartridge be temporarily
|

i not in use while the interchangeable Activision cartridge "adapts"

8l the functioning of the master console to display a different video

9 game.
1°w The common law of contributory infringement has recognized !

‘1{ that the adaptation of a patented device to a related function does

RCE 12 not constitute contributory infringement so long as the adaptation

[

oo

1E
gis

W Y | 4.- ! . . Tal s ™ Lo ~ o !
:jii:f\;13ﬂ does not go to the heart of the inventicon. In Wilbur-Fllis Co. v. :
) s, TS il |
o !
> ALK 14 ‘uther, 377 U.S. 222 (1964), <the Urited Z:zates Supreme Ccurt

‘3, considered whether a fish canning machine could be adapted to fill

18 cans of different dimensions without constituting contributory

'?1 infringement. The alleged contributory infringer was the company

‘5J which manufactured the critical replacement part necessary to per=-
19 form the adaptation. The Supreme Court found that the adaptation of:
201 the fish canning machine did not constitute a reconstruction of th -
2!  patent device which would run afoul of the one complete sale rule.
22 Tnus, :;aptation whizh did not go to the heart of the invention was
23 | found to be a permissible replacement within the meaning of the

lactric &b V. ¥nitéd.

»

24 Aro I and Aro Il decisions. See also Gensral

i

25 | sStates, 572 F.2d 745, 785 (Ct. Cl. 1978). See generally Dawson

26 | Chemical Co. v. Rohm & Haas Co., 448 U.S. 176 (1980).
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Magnavox has invoked the ancient Supreme Court decision in

Leeds & Catlin Ce. v. Victor Talking Machine Co., 213 U.S. 325,

335-37 (19C9), as authority for the proposition that like inter-

changeable software contained in Activision cartridges, interchange-

able pheonograph recerds (cylinders) on the early phonograph machines

n

can constitute impermissible "reconstruction" of patented combina-

tions, and therefore are contributory infringements. Magnavox'

invocation of the Leeds & Catlin opinion is inapposite for several

reasons. The Supreme Court in Leeds & Catlin strongly emphasized

that the phonograph/stylus interaction was the essence of the com-

bination patent held by the Victor Talking Machine Co., and was

specifically described in the patent claims. In contrast, Magnavox'

combinaticn patent in no way describes (sr sven anticipazzz) the
cartridge, master consola combination, bus 1§ ratlisr a cérhisaticen of
an altogether different charactar Thus, the Activision software
containad in the cartridge does not go to the heart of the patenzsd
combination, but is rather a technﬁlogical development not dessribed

in or anticipated by the patent at all.

A second major factor indicating that the Leeds & Catlin

decision does not control the present case is the development of the

A e~

An
i bl 8

In

(&

since 1

~=
cenine

Supreme Court's contrikutory infringement
Motion

v v

T ~r
P

Vi o

-

4k

i1

[N
)
Fl
*

3

k1

—~—
- = =

it

39

niversal m a Ca..,

181

U.sS. Supreme Court significantly limited the appa

¢F
]}

& Catlin ruling. The Motion Picture Paten:

I

ent scope cf the

case involved a patented motion picture projector which used unpat-

The patentee of the projector sued

ented motion picture film.
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11

45

I~

16

17

13

distributors of theatrical films, claiming contributory infringement
with respect to the patented film/projector combinaticn. The

Supreme Ccurt distinguished Leeds & Catlin, and found no ccntribu-

to

"

y infringement. See generally Dawson Chemical Co. v. Rohm & Haas

Co., 448 U.S. 176, 191-92 (1980). As the Seventh Circuit recently

emphasized in Beckman Instruments, Inc. v. Technical Development

Cerp., 730 F.2d 1076, 1C86 (7th Cir. 1984), cert. denied, =-- U.S.

--, 53 U.S.L.W. 3239 (Oct. 1, 1984) (incorporating the district
court opinion):

"the days when the purchase of a record for a talking
machine was a major event are far removed from a
market in which complicated eguipment is promoted
for multiple uses through interchangeable accesso=-
ries. . .. . [A] purchaser of major equipment, a

; without any
most certainl ]

fu

m oty
3D
Q
fu
B]
Il

(]
b1y
D

I

el

o

(1

k

n

b

w

8]

)

)

ot

. The days of the Victor Talking Machine Company's mcnopoly over all

18

14

phonograph records by virtue of its phonograph patent are indzed
"far removed" from the world of microprocessors and interchangeable

software involved in the present case.
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1 III.
2| PURCHASERS OF ACTIVISION'S SOFTWARE
| HAVE A LICENSE TO USE ACTIVISION SCOETWARE
3{ ON LICENSED MASTER CONSOLES.
4J A. Magnavox Already Has Granted
5| An Express License For Use Of
| Activision Car<tridges On Atari
Si Master Consoles.
7; In settlement of the lawsuits between Magnavox and Atari
I ;
B‘ discussed supra (Statement of Facts V), Atari demanded from Magnavox
gi and Sanders and received sweeping releases and covenants that
10; Magnavox and Sanders would not sue Atari's customers. This open-

' ended release of Atari customers and covenant not to sue in effect
FOWARD 124
e i . f 4 s - =
\*\“{Eta” | gave Atarl customers an exXpress license to purchase Activision video
Lo LNCY ON

CANADY 130 - 1
fi:i,i 3 gam2 cartridges fcr use with their licencsa2d Atari mzaster conszcles
-.-'{ ““\.\ "
& CAL 1 . .
s Ll The relavant language Irom the License Rrrezment provides
1 A 4 A R
e "4.01 MAGMNAVOX covenants not to sue h_ﬂRL or
‘5' ts customers for infringement of any patents pres-
' | e"*ly issued or issued on presently uEﬂqug agplica=-
17” tions owned or controlled by MAGNAVOX or SANDERS, in
" the field of wvideo games, during the term of %this
i8] license [until 1990)." (Zmphasis supplied)
|

19y The relevant language from the Settlement Agreement provides:

20 "V. As to games [entire systems, not limited
711 - to game cartridges] made or sold by ATARI, MAGNAVOX
= and SANDERS hereby release and forever discharge
. -~ ATARI and its customers and each of them, from any
‘2: - and all claims, demands, actions or causes of action
of any nature whatscever which MAGNAVOX or SANDEIRS
23 have, shall or may have against ATARI and its cus-
i tomers by reason of any act, cause, mattsr or thin
w2 claimed cr alleged in any of the pleadings [includes
i infringement of Rusch-2], records or other papers on
25, file in the Sears case and in the Atari case, or
| based upcn or connected with claims made or filed 1n
26J the aforesaid actions or in any way related thereto.
-7
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10

11

customers do not infringe, Activision cannot be found a contributory

(Emphasis supplied)27/

As 1s clear from a perusal of the license and settlement I
documents, Atari desired and achieved complete closure of its cis=-
pute with Magnavox. Ataéi received a fully paid-up license irnstead
of a running royalty arrangement. The agreements covered all rele- ’
vant patents (foreign and domestic), and fully exempted Atari's past
and future customers from both litigation and the threat of future
litigation. Thus, every consumer who subsequently bought an Atari
master console received the benefit of Magnavox' release and cove-

nant not to sue, and each was thereby completely free (licensed) to

use the master consoles to play video games. Nothing in the license

or settlement agreements limits either document to situations in

wnich the consumer uzes cnly Atari jovsticlhs and video gams car- :
]

- 3 28/ - = - e = - ha - ~ e L !

tridges -t £ACT, CO0 the extant Activision zand other softwars-

for Atari master consoles.

The Supreme Court has made it clear that if Actiwvision's

I
|
I
4
i

27/ The Atari Settlement Agreement and Cross-License Agreement
is ccnfidential and subject to Court Order.

287 It is instructive to note that HMagnavex, 1in its supssgusnt
license agreement with Mattel, entered into and used very different
language in releasing customers of bMattel, to wit: " . . the
release extends to customers of MATTEL with respect to apparatus
which was sold or transferred to them by MATTEL c¢r its Subsidiaries
Nothing herein shall be construed as a release oi any custcmer cf
MATTEL or Subsidiary of MATTEL, or any officer, employee, or agent |

of such customer, for any acts of the customer with respect to any |

- - [} [

apparatus not made by or for MATTEL or a Subsidiary of MATTE
(Emphasis supplied) |

73~ |
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1l infringer:
2? "'In a word, if there is no infringement of a patent
there can be no contributory infringer' [citation
3 omitted] and that if the purchaser and user could {
‘ not be amerced 29/ as an infringer certainly one who
4 sold to him . . . cannot be amerced for contributing
g to a non-existent infringement.'" (Aro Manufacturing
|; Co. v. Convertible Top Replacement Co. (Aro 1), 365 '
6 U.S. 336, 341 (1961))
i
2!
| By virtue of the express license granted to Atari and its
; i
Bg customers, Atari's customers are immune from "fine" or other mone-
9: tary damages. It is therefore clear that by virtue of the express
’0; license for Atari's customers, Activision may not be found liable as

,ia contributory infringer with respect to any cartridges manufactured
i"‘:O{ \."\.P\D |

RCE 12 for use with the Atari 2500.
NENERONVEKD

20 | are licensed by Magnavox. All of those licensed master consoles are

CANADY 13 )
RNOBERTSON |
SPAK 14
' 15 - o "
B. Consumers Who Purchase
Y Licensed Master Conscles
'e Have An Implied License To
i Use Activision Cartridges
% On Those Licensed lMaster |
Ccnsoles. '
18 iR |'
19 ¢ All master consoles which can play Activision cartridges l
|

sold with a compatible cartridge manufactured by the same company

o —

2z \ H - e | s = 3 T e

€2  which manufactured the master console itself. None oI tiie

23

24 29/ The word "amerce" is defined by Webster's New Zcllagiaze

Dictionary (2d ed. 1981) as "to punish by a fine whose amount is
25  fixed by the court," and by Black's Law Dictionary (5th ed. 1979) as
"[t]o impose an amercement or fine, to punish by a fine or penalty." |

26 I //

=il
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Corp., 730 F.2d 1076, 1085-86 (7th Cir.)., ce

cartridges display any patent markings. See generally 35 U.S.C.

§287. The Activision cartridges are sold in retail stores alcngside
the licensed master consoles and cartridges sold by other companies,
and add to the general demand for master consoles. Magnavox naver
has taken any steps whatsoever to "warn" consumers that the use of
Activision cartridges on the master consoles constitutes direct
infringement of the '507 patent, and instead silently has reaped the
benefits of Activision's participation in the video game market.
Under the emerging law of implied licenses, these facts preclude any
finding of direct infringement by consumers who purchase Activision
cartridges, and thereby preclude any contributory infringement in

this case.

-=- U.S8. ==, 52 J.S.L.W. 4020, €095 n.19 ‘Jan. 17, 1224), the Tni*t=ad
States Supreme Court noted the similarity of ccpyright and patent
law, and held that the use of a video cassette recorder to copy
television programs coverad by ceopyright was a "fair use." The
Supreme Court emphasized the video cassette recorder owner's reason-
able expectations with respect to the use of the VCR to record

television programs.

14
\
g
)
W
@
}._‘

nil

(93]

—
—

0

eckma a

o’

In ; Instcriments, Inc. V.

T

- =
sil

Lb]
11
L

]

I
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0]

1

1

+-
- .

(L
b

/

53 U.S.L.W. 3239 (Oct. 1, 1984), the Seventh Circuit explicitly

.
=N

fa)

applied this concept of implied license in a patant contaxt.

b

ing on Aro Manufacturing Co. v. Convertible Top Replacement Co., 377

U.S. 476, 484 (1964) (Aro II), the Beckman Instruments court invokesd !

-T75=
TRIAL BRIEF OF DEFENDANT ACTIVISION, INC.




H\.:'\f \\- :"‘J‘{D

RICE

VENEROVER]
CANADY
RORERTSON

5 FALK

(3

w =N W

(o))

the "axiom that the 'sale of a patanted article by the patentee or

under nis authority carries with it an

730 F.24 at

character of that decision.

men

"implied license tc use.
1085. The Beckman Instruments court then proceeded to
Leeds & Catlin v. Victor Talking Machine Co., 213 U.S.

(discussed supra),

As support for its holding,

emphasizing the anachronistic

the Seventh

Circuit placed substantial weight on the reasonable expectations of

the purchaser:

the purchaser quite reasonably expects that he can acguire

"[u]lnless he is told otherwise at the time

of sale,

zhose

accessories necessary for full use of the equipment without running

afoul of the patent laws.

An implied license, ultimately

. . must rest upon reasonable expectations induced by the paten-

Lek,

license doctrine is

is indistinguishable in all macerial

Sl . N
nug, the Zecizmen Ins=rumrarnts
191 = - 3

a compelling preceden

purchaser in Beckman Instruments who puxrchased

equipment adaptable to many applications when used with appropr

input couplers,

tainly has

= g
i s

dges

such use.-

car

i
s
V74
i

the reasonable expectation of using Activision

his master console, and

e

able expectations,

=76
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|

1

0/

preclude a finding of direct infringement, and
accordingly require a judgment in favor of Activision on the issue

off centributory infringement.

IV.

THERE IS NO "BOUNCE" FEATURE IN
NINE OF THE THIRTEEN ACCUSED
ACTIVISION SOFTWARE.

Baer and Rusch have stated that what Rusch-2 is all about
is "ball and paddle" games. In nine of the thirteen allegedly
infringing Activision games, none of which has a ball and paddle,

"

the "hitting symbol" does not "impart a distinct motion to the hit

Grand Prix, Enduro, and Stampede.

"imparting a distinct motion" can refer only o

The phrase
tWwo types of motion. Magnavox is strictly limited to the two tyges

of motion because the Patent Office reguired clarification of the

30/ Magnavox' knowing acquiescence in the consumers' reason-
able Eipectaticns with regard to the use of Activision and other
urnlicensed cartridges cn the licensed master consoles was eccncom-
ically motivated. Since Atari, the main manufacturer of both mastar
consoles and cartridges, had a paid-up license from Magnawvox, any
increase in Atari's sales could not prefit Magrnavox. However,

Magnavox had every reason to allow unlicensed cartridge manuiac-
turers to prosper, in the hopes that Magnavox could later obtain a
share of the manufacturers' revenues either by the coercive effect
of Magnavox' patent infringement suits, or by judgment.

/7
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11

12 4

.k 13 !

14

Further, the motion of the sulking squid after it is caught by the
Dolphin is merely an isolated fun f=zature of the game which has
nothing to do with the real action of the game.

2. Kevstone HKapers

In Keystone Kapers Cfficer Kelly runs as fast as he can to
catch a thief who throws obstacles at him. In the game, the motion

of a beach ball, after hitting Officer Kelly, is alleged to infringe

the Rusch=-2 patent. The beach ball moves either left to right or
right to left, bouncing slowly as it goes. When the ball hits
Kelly, its horizontal motion stops and its vertical motion continues

unchanged. The beach ball does not bounce backwards off XKelly, nor

—— T ————— ———— ———

does it acquire a velocity proportional to Kelly's. The goal is to

ther. !

(14

- i ta § g 1 11 1 -
avaid “ouching or hitiing the ball alicsa

In Fishing Derby the player lowers his line into a group
of fish which are swimming left to right and right to leit in an

attempt to catch a f£ish and avoid a shark. The motiocn of the fish |

after it is caught is alleged to infringe the Rusch-2 patent. When

the player's line touches the nose of a fish, the fish continues to
» i

move back and forth, exactly as before. The only change is that the

distance the fish swims is now limited to the slack in the Iishing

line. As the fish moves toward the surface, the fishing line be-

L2 ol

comes shorter and the fish swims a shorter distance. The f£ish doss

63

£ the fishing line; the fish does not acguire a velo-

'y

cunce o

not
city proportional to that of the fishing line at the time of contact |
nor does it reverse the direction in which it was swimming.

-79=
TRIAL BRIEF OF DEFENDANT ACTIVISION, INC.



10

11

1* B. Pumping Game
24 1. The Activision Decathlon
3? In The Activision Decathlon the player "competes”" in the
‘i ten events which make up the track and field decathlon event.
5? Magnavox concedes that there is no imparting of distinct motion in 9
6? of the events but asserts that in the 100 meter hurdles event,‘the
7| , . : .
| motion of the hurdle after being hit by the runner is alleged to
8? infringe the Rusch-2 patent. The player pumps the joy stick back
gh and forth as fast as possible, left to right, to make the hurdler
E run. The hurdler jumps when the joystick button is pressed. If the
i hurdler does not jump on time, in one frame the hurdle is vertical,
125 and in the next frame, one sixtieth of a second later, the hurdle 1is
13: horizontal. The hurdlz does not bounce c£f the hurdler; the hurdle
4 does not move with a velocity proporticrnal to that of the hurdler.
. The hurdle simply changes position from -rartical to horizontal,

without an interwvening "motion" or even appearance of motion.

18 |
19 !

20 |

25

25 |

c. Scrolling Games32/

b 3 Sky Jinks

In Sky Jinks the object is to avoid trees, pylens and

3%/ The remaining five games (Sky Jinks, Endurec, Grand Prix,
Barnstorming, and Stampede) are scrolling games; the background
either moves left to right (or vice versa) or up to down with re-
spect to a player controlled symbol. Ralph Baer conceivad oﬁ this
sort of video game before Rusch started working on the circults
claimed in his patent. Thus, these scrolling games cannot ba in-

cluded in any valid Rusch patent. See 35 U.s.C. _§102(£f).

/7
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13

14

17

balloons randomly placed in the terrain which the player appears to
f£ly over as the background rolls down toward the bottom of the TV
screen. The motion of pylons, trees and balloons after being hit by
the player-controlled airplane is alleged to infringe the RuSch-2
patent. If the player hits any of the objects the scrolling speed
is slowed, i.e., the apparent motion of the player's plane is
slowed. The motion of the individual objects on the scroll is never
changed. There is no bounce, no velocity exchange and no
infringement.

2. Enduro

In Enduro the player seeks to pass randomly placed cars on
the road. The motion of the computer controlled cars after hitting

the player ccocntrollaed car is allaged to infringe the Rusch-2 patent.

i Wihen +he player's car hits one of the ctlhar cars, the speed of the

' player's car is reduced and all of the other cars therefcre seem to

18 |

19

21

22

23

pull away from him. The roadway also appears to slow down. The
speed of the player's car at the point of impact bears no relation-
ship to the movement of the screoll after impact.

3. Grand Prix

Grand Prix is an obstacle avoidance game scrolling from

right to left giving the player the appearance of steering a car

. past other cars and through bridges as fast as possible. Again it

25 !

26

is alleged that the motion of the other cars and bridge aZter a
crash infringes Rusch-2. When the car hits th2 bridge embankmant or
another car, the bridge, roadside flowers, fences: other cars and
other scenery untouched by the player's car (i.e., the entire

-8le
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24

25

26 |

background) all slow down without changing their respective posi-

P

tions on the screoll, and then resume scrolling from right to lef<x.

Accordingly, there is no distinct motion imparted to any of the
pessible hit symbels.

4. Barnstorming

In Barnstorming the player appears to fly a biplane

through an obstacle course, the objective being to fly through as

many barns as possible in minimum time. The "movement" of the barn,

power pole and geese when hit by the plane are alleged to infringe

the Rusch=-2 patent. When the barn or power pole is hit by the

plane, everything in the scroll, the clouds, the ground and the pole

or barn meove from left to right. The visual effect is that of the

vlane bouncing cff the pole or karn. Wh=n “he plane hits ths g==
they siow down with respect to the backyround scroll &ll oi the

geese in a herizontal line, whether or not actually touched by <the

plane, slow down. This slowing down is not a reversal or a velocity

Bz Stampede
The player of Stampede controls the position of a horse

and uses a lasso to capture cattle. Cattle are bumped along in

front of a cowboy's horse so that the player can later 1z3s50 Thsem.
This bumping is alleged to infringe the Rusch-2 patent vilten the

speed up. The speesd and direction cf the horse is not transZar
to the cattle and the direction in which the cattle are moving 1is
never changed.

82w
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APPENDIX A

The U.S. Fatent and Trademark Cffice assigns every patent

application a number and then assigns another number in the event

the patent is issued.

quently, and granted,

new number, with the prefix "Re.

Should a reissue application be filed subse=-

the Patent Office gives the patent yet another

" to indicate the patent has been

reissued. For the convenience of the Court, we set forth below the

chronology of the relevant Sanders Associates patents in this law-

suit, which are referred to throughout the brief as the '480 or

Baer-1 patent, the '507 or Rusch-2 patent, and the '598 patent or

BRH~3 patent.

January 15, 1968.

i May 27, 12€9.

16 |

17

18

19 |

25

26

April 25, 1972.

April_l?, 1973.

- April 25, 1974.

r—

April 25, 1974%.
August 5, 1975.

October 28, 1975.

Baer applies for patent. ("Baer-1") Serial
No. 697, 798.

Rusch applies for pztent. ("Rusch-2") Serial
No. 828,154,

BEaer-Rusch-Harrison apply for patent
("BRH=-3"). Serial MNo. 851,865.

Rusch-2 patent issued as U.S. Patent No.
3,659,284.

BRH-3 patent issued as U.S. Patent No.
3,659,285.

Baer-1 patent issued as U.S. Patent No.
3,728, 480.

Rusch files application for reissue of the
Rusch-2 patent.

Baer-Rusch-Harrison e application Zor
reissue of BRH

-
-
-

&4 7
-
tent

m g

iso
3 p

o
Ul

Patent Office reissues Rusch-2 patent as
Patent Re. 28,507 ("the '507 patent").

Patent Office reissues BRH-3 patent as U.S.
Patent Re. 28,598 ("the '598 patent").

-1-



| |
1H June 27, 1977. Baer files application for reissue of Baer-1
w patent.
2
{ January 10, 1977. Claims of the BRH-3 patent alleged to be
3 infringed in Magnavox v. Chicago Dynamics
Industries, 201 U.S.P.Q. 25 (N.D. Ill. 1977)
found invalid and obwvious in light of Rusch-2
patent.

i
1
{ April 23, 1l1982. Patent Office Primary Examiner finally rejects |
6| 78 of the 96 claims of the Baer-1 patent. |
Matter pending before Board of Patent Appeals.1
!
|
t
|

|
|
| |
i [
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26

allegedly infringed claims of Rusch=2.

APPENDIX B

Set forth on the following page is the text of the

and the relationship of the claims to each other can be described

briefly:

Claims 25,

51 and 60 are each independent claims and each

purports to recite the same three elements:

two symbols,

means for generating

means for detecting coincidence between the symbols,

and means for imparting a distinct motion.

(Claims 25 and 51 are

identical except that Claim 25 begins with the clause "In combina-

tion with a standard television receiver.")

Claim 60 attempts to

cover these same three elements on a television monitor.

52, 61 and 62 are '"dependent" claims to Claims 25,

all depeniing upon whether

33

&0

The elements of these claims

Claims 26,

and 61,

-Ma

-
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18. In combination with a sandard television re-
ceiver, xpparatus for generaung symbols upon the
screen of the receiver to be manrpulated by at least one
partcipant, comprsing:

means for generaung a hitung symbol. and

mears for generaung a hit symbol including means

for macertainmg coincidence between said hirting
symbol and said hit symbol and means for impar:-
ing a distinct mouon W said hit symbol upon coin-
cdence.

26. The combination of claim 25 wherein said means
for generating a hining symbol includes means for pro-
viding horizontal and verucal control signais for varv.
ing the horzontal and vertical positions of said hitung
symbol.

$51. Apparatus for generating symbols upon the
screen of 8 elevision receiver 0 be manrpulated by at
least one partcipant, comprming:

means for generating a hotung symbol: and

means for generatng a hnt symbol including means

for ascertaining coincidence between said hitung
symbol and said hit symbol and means for mpart.
mng a disunct moton o sud hnt symbol upon com-
cxdences.

§2. The combination of claim 51 wherem said means
for generaung a hurung symbol mcludes means for pro-
viding horizontal and vertical conuol nignais fog vary-
ing the horizontal and vertical posrtions of said hutting
symbol.

e

60. Apparatus for playing yames by displaying and
manipulating symbois on the screen of a cathode ray
tube comprisiny:

means for generating vertical and horizontal 1yn-

chronization signals:

means responsive to said synchronization siygnals

for deflecting the beam of said cathode ray tube to
generate a raster on said screen:

means coupled 10 said synchronization signal gen-

eraling means and said cathode ray tube for gen-
erating a first symbol on said screen at a position
which is directly controlled by a player:

means coupled t0o said synchronization signal

generauny means and said cathode ray tube for
generating a second symbol on said screen which
is movable:

means coupled to said first symbol generating means

and said second symbol generating means for deter-

mining a first coincidence between said first
symbol and said second symbol; and
means coupled to said coincidence determiming
means and sad second symbol generating means
for impurting 4 distinct motion to sad second
symbol in response 1o said coincidence.
61. The appuratus of claim 0, further including:
means coupled to said synchronization signal gen-
erating means and said cathode ray tube for gen-
erating a third symbol on said screen at a position
which is controlled by a player:
means coupled to sad third symbol generating
means and said second symbol ygeneratin  means
for determing a second coincidence between saud
third symbol and said second symbol: and
means coupled to said second and third symbol
coincidence determining means and said second
symbol generaung means for imparting a distinct
motion (o said second symbol in response (o said
second coincidence. )
62 The apparatus of claim 61 further including
means for causing sad second symbol to travel across
said screen from one side of said raster to another side
of said raster in the absence of an occurrence of coinci-
dence between said second symbol and said first or
third symbol after coincidence of saud second symbol
with said third or first symbol.

APPENDIX B

Allegedly Infringed Claims
of Rusch
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EWP CORPORATION, and
LA SOCIETE TREFILUNION,

Plaintiffs-Appellees,

RELIANCE UNIVERSAL INC., and

)
)
)
)
)
v ‘ ) Appeal No. 84=T11.,
)
EXPOSAIC INDUSTRIES, INC., )

)

)

Defendants-Appellants.

DECIDED: February 21, 1985

Before RICH, DAVIS, and BALDWIN, Circuit Judges.

RICH, Circuit Judge.

This appeal is from the judzment of the United States
Jistrict Court for the Southern District of 0Ohio entered afrer
a tench trial, holding the single methed claim of U.S. Patant
No. 3,578,036 (Francois or '036 opatent) valid and Exposaic
Industries, Inc. (Exposaic), liable for %toth contributory
infrirzement and inducement to infringe under 35 USC 271(c) an<
(b), respectively. 221 USPQ 542. Direct infringement “v

Peliance Universal Inc. (Reliance) urder §271(a) was admitted.

~e reverse,

“' Background

EWP Corporation is an Ohio corporation and a whollv-owned
suhsidiacry of Price Brothers Company, a major manufacturer ot

reinforced concrete pipe, machinery for making._ pipe, and wirce

APPENDIX C
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nesh used as reinforcing material in concrete pipe. La Societe
Trefilunion, assignee of the Francois patent in suit, is a
French corporation, operating 1in France, and is also a
manufacturer of wire reinforcing mesh.

Appellant Exposaic is a North Carolina corporation that
manufactures welded wire mesh intended for use as reinforcing
waterial for concrete products, including concrete pipe, but it
does not itself manufacture concrete pipe. Appellant Reliance
is an Ohio corporation that manufactures concrete pipe and
purchases wire mesh reinforcing material from Exposaic.

EWP is the exclusive licensee of Trefilunion with the
rizht to grant sublicenses and to bring suit in its own name
3zainst any infringer of the '036 patent, which is entitled

Lattice for the Reinforcement of Tubular Concrete Elements

Having a Socket[,] Method for Producing Said Lattice and the

‘9

=oducts Obtained." It discloses a method for producing wire
~esh reinforced concrete pipes having a socket or bell that
orms a flared end suitable for mating with the straight end of

an 3djacent pipe and the product produced thereby but claims

1

~nlv the merhod of producing the wire reinforcement.
The single claim of the patent reads:

A method for producing a reinforcement havirg a
socket for a reinforced concrete tubular element
having a- socket, from a lattice having warp wires
ind weft wires and wherein a number of the warp
Jires have successive deformed non-rectilinear por-
rions, the deformations of said portions being
-ermanent and such that, upon exertion of tensile
stress thereon, said portions can be at least
partially straightened, whereas the other warp wires
and all the weft wires are rectilinear, said method
comprising, in a first stage, forming a prerein-
forcement by bending and closing onto themselves, in
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the form of welded rings, the transverse wires of a
section of said lattice, said section being such
that the transverse wires corresponding to the
socket, and only these wires, have a succession of
permanently deformed nonrectilinear portions so that
they have an apparent perimeter equal to the perim-
eter of the nondeformed transverse wires of the rest
of the prereinforcement but a real length sub-
stantially greater than said perimeter, then, in a
second stage, radially expanding the prereinforce-
ment so as to elongate at least partially said non-
rectilinear portions of the transverse wires of its
socket and impart thereto an apparent perimeter
which is substantially greater than that of the rest
of the prereinforcement and corresponds to that of
the desired socket of the reinforcement.

Fizures 1, 2, and 3 of the '036 patent are reproduced below:

-
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As shown, the flat lattice or mesh A of Fig. 1 has warp wires 1
aind 2 and weft wires 3 intersecting at right angles and teing
welded together at their intersections. This lattice is bent
and welded into a cylindrical form, or prereinforcement, shown
as B in Fig. 2. Transverse circular rings la and 2a are formed
from the warp wires 1 and 2 of the mesh. Warp wires 2a héve
convolutions, corrugations, or other nonrectilinear portiors
such that these rings can be expanded in diameter, by use of
appropriate apparatus, and undergo an increase in circumference
as shown in Fig. 3. The claimed method is thus a procedure for
producing such a reinforcement cage. Fig. 3 also shows in
section a portion of concrete pipe T poured and molded arourd
the cage, thereby forming a pipe with a tubular body having a
mean diameter d, extending from a to b, and a socket portion e.
The preamble section of the patent specification states
that reinforcing concrete pipe with welded wire lattices was
known but that, with respect to reinforcing the socket portion,
since the ''best steels do not have sufficient elongation
characteristics to permit a large expansion without fracture,”
two situations existed. First, reinforcement of the socket
gcrcion pad been avoided or, second, reinforcements had been
made in two parts, one for the pipe body and a wider part for
the socker, the two parts being connected by wires. The
ratentee's invention is then described, in summary fashion, by
the following language which closely resembles that of the claim:

The object of the present invention is o
overcome these drawbacks.

84-711



¢ ¢

The invention provides a lattice of welded

metal wires wherein a number of the warp wires have
successive deformed nonrectilinear portions, the
deformations of said portions being permanent and
such that, upon exertion of tensile stress thereon,

said

portions can be at least partially

straightened whereas the other warp wires and all
the weft wires are rectilinear.

Owing to their deformed portions, which may

form folds, waves, fractions of a coil or any other
sinuosities or convolutions, it is possible to
elongate the corresponding warp wires and che
lattice can undergo, in the portion pertaining to
these wires, an expansion in the direction in which
the warp wires extend.

After expanding extensively on this broad statement of the

invention,

the specification then explains the conversion of the

lacttice into the finished reinforcement for a section of

concrete pipe as follows:

Now, let is [sic] be assumed that it is required

to construct a reinforcement for a concrete tubular
element T having a socket e (Fig. 3). There is cut

from

the lattice according ¢te the invention a

section A (Fig. 1) whose dimensicns correspond to

the

[sic] those of the reinforcement to be embodied

in this pipe or tubular element T. This section can
be cut at the site of construction of the pipes from
a roll of lattice or in a factory and delivered to
the site in the flat condition.

the

* * * *

The section A of lattice is bent and welded in

form of cylindrical blank or prereinforcement

(B) (Fig. 2). * * *

* * * *

In order to change from the cylindrical prerein-

forcement B shown in Fig 2 to the finmal reinforce-

ment

-C shown in Fig. 3, the prereinforcement B is

mounted on a [sic] expanding machine for expanding
the rings 238, This expansion is achieved by means
of a known apparatus, such as an expansible mandrel

controlled by hydraulic pneumatic or mechanical
means and inserted in the rings 23.

34-711
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By means of it is [sic] apparatus, only the
corrugated rings 23 are expanded and undergo both

a mechanical circumferential elongation owing to the

straightening of the corrugations or other

deformations and an intrinsec [sic] elongation, that

is an elongation in the fibers of the metal.

(Emphasis ours.]

After this expansion step (the "second stage" of the method
claim), the convoluted wire rings 2a of Fig. 2 become the
similar but somewhat less convoluted wire rings 2b of Fig. 3 of
enlarged diameter.

In the prosecution of the application for the patent in
suit in the Patent and Trademark Office (PTO), the examiner
cited only two prior art references, a Laswell patent and a
whitacre et al. patent, neither of which is relied on in this
suit with respect to the validity of the claim in suit. The
latter patent is on a machine for making welded, helical wire,
oire or post rveinforcement cages capable of making cages of
varying diameter. Laswell is even farther afield, being a wire
structure used as spacer in composite, metal, vehicle floor
sarels not made of concrete. The patent does clearly disclose,
however, the technique of first crimping a wire reinforcement
and rhereafrer lengthening the wire by putting the crimped wire
Under :ehsion to remove the crimp.

Having considered the careful review of the prior art by
rhe district court and the briefs in this court, we set forth

~elow what appears to us to be the prior art most relevant to

the nethod claimed in the patent in suit.

34-711
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Cerman patent 694086 was issued (ausgegeben) 25 July 1940
and received in the U.S. PTO November 12, 1940. It relates rto
the making of hollow reinforced concrete bodies such as pipes,
among other things, containing longitudinal iron reinforcing
rods which are connected together by ""transverse

reinforcements.”" Figs. 1 and 2 of the patent are reproduced:

'

iz. (Atb.) 1l shows reinforcing 'cage wires,' to use appellees'
erm, a being the longitudinal wires and ¢ the ''transverse
reiniorcement, consisting of corrugated spiral wire." In other

"r-s, the transverse member ¢ is a 'corrugated wire'" wrapped
spirally around the long wires a. In the process described in
-nis patent, a hollow member such as a pipe is made of two
Liyers _in a -mold. First, an outer layer is forzed and the cage
{5 placed inside it and then pressed outwardly -- expanded -- by
1 mandrel or ''press core' into the first layer of wet concrecte.

The process is shown in Figs. 5 and 7, redrawings of which we

take from appellees’' brief:

A
-
L]
~1
—
—



Fig. 5 shows a lined mold h - i, a first layer of concrete b and
the cage elements a, c¢c. The cage is being pressed outwardly
into the concrete b by a tapered mandrel g. Fig. 7 shows the

same after cage a, ¢ has been expanded and a second laver of

concrete b2 laid over and pressed into it by cthe mandrel. The
patent says g is a ‘''press core which is conically or
cylindrically extensible." It also states, significantly for

this case, "It 1is essential for the new invention to wuse

extensible transverse reinforcements [c]| which connect the long

iron inserts [a]." (Our emphasis.) And again, '"The process
consists in that after formation of the outer concrete wall, the
reinfofﬁing rings * * * corrugated overall- are expanded by
internal pressure without springing back, wupon which the
{nternal concrete wall is formed."

The other most relevent prior art, in our view, is French

patent 1,474,698 issued to the Cerman firm, Sudweststahl

G.m.b.H., entitled "Lattice Reinforcement for Reinforced

84-711
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Concrete Construction" and disclosing a wide wvariety of
:einfarcing elements or structures which may be prefabricated
and "permitting modification of the distance between reinforcing
bars within determined limits.” Below are some of the more
pertinent illustrations followed by related statements from the

specification:

3 |
HW; q:' ki 34 q"ﬁs

FIG.10 FIG.M
C & 3
‘WW“
FIG.16 RIS

In the above figures, longitudinal reinforcing members are shown
at 21', 23', 35, 44, 48, and transverse or linking wires having

a variety of bends, undulations, or zigzags to rcermit extension

at 31', 34, 42, 43, and 46. The following general statements

are from the specification:

84-711



not expressly disclosed,

was

¢ C

According to the invention, two or more
reinforcing elements, such as mutually parallel
bars, are interconnected such that a lateral
displacement of these bars with respect to each
other is possible to match the reinforcing element
to the desired dimensions; for <transportation
requilrements, the individual elements can be
compressed such that the bars touch each other.

The linking elements are flexible but
nevertheless rigid enough. They are composed of
wires or strips which <can be welded to the
reinforcement bars, crimped, tied, or fixed in some
other appropriate manner, for example by means of a
movable sleeve or by another like piece.

The linking elements, in the form of wire or of
flat strips, maintain the bars at a controllable’ and
determined mutual spacing, and can likewise have one
or more folds, i.e., can be folded in a zigzag torm
SO as to be more or less stretched according to the
cdesired distance between the reinforcing bars to be
connected rogether.

* * * *

In place of =zigzag linking elements provided
ith folds, it 1s possible to utilize spiral linking
.2rents which, in their length, can be extended or
mpressed to a greater or lesser extent in order to
ep the reinforcing bars at the predetermined
esired distance. [Emphasis ours.]

I

"

(i)
b Cfr

P

Although diametrical expansion of reinforcement rings

not renote from the thinking of this patentee.

Iollowing appears:

To reinforce pipes, a reinforcing element according
to the invention can likewise be used. In such an
element, the closed rings, mutually parallel and
embodied as reinforcing bars, are kept together by
the linking elements such that the distance between
the rings can be regulated to a determined value,
rreferably by twisting them. [Emphasis ours.]

84-711
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Fig. 19, below, is a reinforcing element for pipes as described
in the preceding paragraph. Having no crimped wires, it is not

particularly relevant here, but is included for completeness.

FIG.19

In discussing this reference, the trial judge, closely tracking
the testimony of appellees' professorial patent expert witness,
Or. Starkey, instead of applying the more relevant teachings of
this patent to the issue of obviousness, concentrated on Fig. 13
tecause it related to pipe. He then found ‘'significant

<itferences'" between the Francois invention and the invention of

'498 saying the latter has '"flexible 'linking elements',"
wh2reas Francois has ''mo linking elements as such,'" although the

.civred sires of Francois shown as 2, 2a, and 2b, supra, Llink

the longitudinal, initially parallel wires 3 which, in the words

5f French '698, ''can be . . . more or less stretched according

to the desired distance between the reinforcing bars."” Compare
Fizs. 2 and 3 of the patent in suit, supra, where the lower ends
~f the bars 3 have been moved farther apart by stretching the
srimped wires from the 2a to the 2b size. It is not Fig. 19

rhat is significant in cthis case, but the other clear teachings
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of the reference. The 'expert' testimony misdirected the

court's thinking.

OPINION

The Obviousness Question

Whether the single claim of the Francois patent in suit is
valid under 35 USC 103 is a question of law and that question is
freely reviewable by this court. Graham v. John Deere Co., 383
Uu.s. 1, 17, 148 USPQ 459, 467 (1966); Gardner v. TEC Systems,
Inc., 725 F.2d 1338, 1344, 220 USPQ 777, 782 (Fed. Cir. 1984).

The PTO examiner did not cite the German or French '698 patents
against the '036 patent application. Therefore, in considering
obviousness, we have no PTO view before us on obviousness in
view of those references and appellants' burden of proof under

35 USC 282 is more easily carried. American Hoist & Derrick Co.

v. Sowa & Soms, Inc., 725 F.2d 1350, 1359, 220 USPQ 763, 770

(Fed. Cir. 1984). It is our view that the claim is invalid
because its subject matter would have been obvious to a gerson
having ordinary skill in the wire reinforcement art at the time
the invention was made.

The district judge made what appears to be a detailed and
careful ;nalysis of the prior art and, indeed, we agree with
auch of it, including bhis discarding of several prior art
references on various grounds as lacking pertinence. The bases
of our disagreement are few but fundamental and fairly simple.
In explaining them we shall discuss only the most relevant prior
art references and the teachings of the Francois p;tent itself.
Speaking generally, the district court's opinion, in its

.12 =
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discussion under the heading "II. Nonobviousness," takes what we
deem to be an erroneous approach to the issue in comparing the
Francois invention with the prior art. In the first place, the
approach seems to regard the invention as tied to the making of
concrete bell and spigot pipe and to appraise the pertinence of
each reference individually on that basis. As we view the
vethod of the single claim in suit, however, it is not a method
of making concrete pipe, of bell and spigot type or otherwise,
notwithstanding the reference in the claim to 'reinforced
concrete," The method pertains only to making a wire
reinforcement of tubular or cylindrical form, an end portion of
which can be enlarged in diameter, if desired, by stretching.

A major portion of the "prior art,'" under §103 is actually
*y

recited in the Francois patent.-" It is there explained that

"

It is already known to employ a lattice for reinforcing

concrete tubular elements For what is meant by the

see Fig. 1, supra. It is next stated that 'the

1

term ''lattice,’
best steels do not have sufficient elongation characteristics Co
cermit a large expansion without fracture." That is to say, the
lattice, made into tubular form and welded, cannot be stret:hed
ecough to fit bell and spigot pipe without breaking some
circular wires. That was the problem faced by-Francois. His

%/ Appellee's brief makes the same point in arguing that the
best prior art was therefore before the PTO. BuC iC must be
considered, under §103, in conjunction with art that was not
before the PTO in deciding whether the claimed invention
would or would not have been obvious -- a legal conclusion
which is not based on the operation of Francois' brain but
is the court's appraisal of what would have been obvious to
one of ordinary skill in the art aware of the disclosures of

all of the prior art.

# 13 =
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solution was to include in the part of the lattice he wished to
enlarge "a number of warp wires [which) have successive deformed
nonrectilinear portions." With them, the patent states, "it is
possible to elongate the . . . warp wires and the lattice can
undergo, in the portion pertaining to these wires, an expansion
in the direction in which the warp wires extend.” To producé
the desired expansion, the cylindrical cage (Fig. 2) is "mounted
on a [sic] expanding machine .... This expansion is achieved by
—2ans of a known apparatus such as an expansible mandrel . 5

It would be going too far, as a matter of patent law, to
agree with appellants' brief that the '"solution to the problem
of wire breakage would seem to be dictated by the most
elementary common sense.'' But we can say the solution would
have been obvicus to the hypothetical person of ordinary skill
rostulated by 35 USC 103 if we find evidence of prior art which
shows he would have been presumed to know that the way to make a
reinforcing wire expansible is to corrugate or crimp it. See

vizherly-Clark Corp. v. Johnson & Johmson, 745 F.2d 1437, 1449,

223 IUSPQ 603, #6l4 (Fed. Cir. 1984). German patent 604,085 is

such eviZence and further evidence is provided in French patent

! r

We can express full agreement with the following

£3d.
statement in the trial court's opinion:

It eannot” be denied that the Francois invention 1is
strikingly simple. Yet, simple and obvious are not

synonymous terms. It is perceived that the invention
depends for its successful operation upon two simple
principles: a steel wire of a given length can be

deformed or bent into a smaller apparent length, and
then later be stretched back closer to its original
length; and further, if the deformed wire {s bent
into a circle before it is stretched, the stretching

34-711
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will result in a circle with a larger diameter. Of

all the prior art references relied on by defendants,

the German '086 patent clearly exhibits the greatest

similarity to the Francois invention. As noted, the

German patent discloses a wire lattice reinforcement

for concrete  whose circumferential wires are

corrugated, and thus ‘'extensible." The German

patent, like the Francois patent, then discloses the

use of a mandrel to exert radial force upon these

circumferential wires for the purpose of stretching

them and expanding their circumference. These

aspects of the German patent and the Francois patent

are thus, in principle, the same.
‘hat the law requires us to disagree with is the trial court's
distregard of the clear teaching of the GCerman patent to
corrugate or crimp wires which one wishes to expand or stretch
tecause of ''significant differences'" it found 'between cthe
Cerman invention and the Francois invention.'" (Qur emphasis.)
That was the erroneous approach of appellees' expert witness.
The court said, '"Unlike the Francois patent, the German patent
discloses nothing with respect to the formation of a socket or
bell. All of the circumferential wires are corrugated . . . to
e same extent."” And so on. Such differences are irrelevant.
A reference must be considered for everything it teaches by way
of technology and is not limited to the particular invertion it
is describing and attempting to protect. On the 1issue of
~tviousness, the combined teachings of the prior art as a whole
~ust be considered.

We carmmot escape the conclusion that Francois did no more
than apply the presumed knowledge of the art to provide an
obvious solution to a simple problem: wuse crimped wire where

there is a need in a subsequent forming step to expand or

stretch it. That presumed knowledge was, of course, available

84-711
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suit, provided with ‘"successive deformed non-rectilinear

portions,'" which means the same thing.

In reaching our conclusion that the invention claimed
would have been obvious, we have considered the evidence and
arguments pertaining to the so-called 'secondary considerations"
such as commercial success, licensing, adoption by the industry,
etc. Upon full consideration of all the evidence, we remain
convinced that it presents a clear and very strong case of
obviousness based on admissions and the teachings of the new
references above considered.

When, as happened here, the PTO issues a patent Ltecause
the examiner did not consider prior art teaching the very
technique essential to the claimed invention =-- crimping of wire
wvhich is to be stretched later -- it is not wunusual to see
astute businessmen capitalize on it by erecting a temporarily
successful licensing program cthereon. Such programs are not
infallible guides to patentability. They sometimes succeed
~2cause they are mutually beneficial to the licenssd group or
“ecause of business judgments that it is <cheaper to Ctake
'izenses than to defend infringement suits, or for other reasons
.rrelaced to the unobviousness of the licensed subject =matcter.
Such a '"secondary consideration' must be carefully zappraised as
£ its ev1dgnfiaty valﬁe and we have tried to do that rere.

Concluding that the patent is invalid under §1l03, we deem
it unnecessary to reach che other issues of infringement,

inducing infringement, contributory infringement, damages, etc.

34-711
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For the foregoing reasons, the decision below is reversed.

REVERSED

84-711
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Hnited Stxtes Court of Apprals for the Deseral Circuit

EWP CORPORATION, and
LA SOCIETE TREFILUNION,
Plaintiffs-Appellees,
v, Appeal No. 84-711

RELIANCE UNIVERSAL INC., and
EXPOSAIC INDUSTRIES, INC.,

Defendants-Appellants.

DAVIS, Circuit Judge, concurring:

I join Judge Rich's opinion but write separately because of
the need to explain more in detail why, to my mind, the "'second-
ary considerations" do not in this case outbalance the ''clear
and very strong case of obviousness based on admissions and the
teachings of the new references" (as the majority opinion
properly puts it). The District Court found (a) '"convincing
evicdence' that the invention involved here '"filled a long felt
and serious need in the reinforced concrete pipe industry'; (b)
this invention had a strong impact on that industry (in this
country) in that "virtually every manufacturer of wire zesh"
for this kind of pipe not only sought and obtained a license but

also abancdoned prior art methods of bending and welding bells
in reirmforcement cages; and (c) there was sufficient motivation
and effort toward discovering a new method but this was not
accooplished for a coﬁsiderable period of time.

Appellants correctly point out that these findings (particu-
larly those as to the supplanting of prior methods) are over-

stated, but there can be no doubt that the invention of the '036
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patent became very successful and has been much used. Neverthe-
less, I agree that this ample fulfillment of need does not pre-
vail to show non-obviousness. First, as Judge Rich's opinion
shows, the invention was very, very clearly foreshadowed by the
pertinent teachings of the German and French patents. Second,
it seems to me not significant (though the trial court thought
it very important) that the invention "wasn't developed sooner."
The simple fact probably is that those teachings of the German
and French patents were actually not well-known even in the
pertinent art, but under the settled rule of § 103 cthat fact is
irrelevant -- they were still part-and-parcel of the prior art
even if they were not in fact well-known in the United States;

they are an integral part of the 'presumed" knowledge. To ume,
this lag between 'actual knowledge'" and ''presumed knowledge,'
not legal non-obviousness -- together with the consideration
=entioned by Judge Rich near the end of his ocpinion --
acdequately explains the delay in the utilization of the inven-
tion. Third, the quick acceptance of the invention, once it
was disclosed in this country, should be explained on the saze
Sasis. If the pertinent teachings of the German and French
batents had been widely circulated to the wire reinforcement
art in this country immediately after those patents issued
abroad, f‘judée that the invention at issue would have been
~ade very much earlier and would have attained like success.
These are the reasons, in my view, why the ''secondary considera-
tions" fail to overcome the very strong case of obvitousness from

the admissions and the teachings of the references considered
in the prevailing opinion.

84-711 -2 -
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