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UPCOMING EVENTS

Council Meeting
Spring Networking Lunch
May 27, 1998 at noon

Ritz Carlton Hotel
Dearborn, Ml
Council Meeting to follow lunch

Tentative Council Meeting (TBD)
June 1998

ol

Proprietary Rights Committee
Meeting
Late June

Offices of Brooks & Kushman
Southfield, MI.
Current project: Preparation of a
standard form of software license tha
includes software patent licensing
considerations.

State Bar Annual Meeting
September 16-18, 1998

Lansing, Ml

Program Topic: Year 2000 Software
Issues

P

Emerging Technology Committee

Virtual Discussions Ongoing

Those persons interested in partici
pating in the Committee discussiong
should contact Mitch Goodkin,
the Committee chair, by e-mail
(mitch@mail.tmo.umich.edu). The
current topic being discussed in-
volves “Information Age to the Au-
tomation Age.”

In July 1995, the Executive Com- ments to provide support for, maintain,
mittee of the National Conference of or modify information related to
Commissioners on Uniform State a contract covered by Articl ”fﬁ
Laws (NCCUSL) approved the devel- 2B. The current draft excludd ///“’
opment of a new article of the Uniform from its scope embedded p .VA
Commercial Code to deal with licens- grams, patent and trademark licenses,
ing and other transactions involving in- certain core financial functions and
formation. Now, three years later, the personal-services contracts not
Drafting Committee will present Ar- related to software. As a resf{7
ticle 2B for final reading and promulga- of the March 1998 meeting ’@‘
tion at the NCCUSL Annual Meeting the drafting committee, the c >
during the last week of July 1998. Therent draft also excludetadi-
American Law Institute (ALI) has tional licensing in the motion picture,

scheduled Article 2B for passage earlybroadcast and cable industries. The
next year. At that point, the new article drafting committee anticipate ~v
s

will be sent to the states for adoption. however, that these comp
Article 2B differs in coverage from nies’ movement into on-liry

UCC Articles 2 and 2A in both the systems, software and mult®

type of contract (a license versus amedia will reduce the significance of

sale or a lease) and in the contentthis exclusion.

of the contract (information versus  Article 2B drafts, including

goods). These distinctions form the ba-the April 15, 1998 draft, whic

sis for Article 2B, but there are excep-is the most recent draft

to the sale of a copy of software. materials can be found at http:/
While Article 2B originated in con- Www.law.upenn.edu/library/ulc/

software licenses, the development of Compuier Law Section

technology, coupled with the interven- @

picture, broadcast, publishing, banking, _ )

online and other industries, have ex- Chairperson’s Memo

current Article 2B draft defines the @ Spring Networking Lunch

scope of the article to include (i) any

or a contract to develop software), ac- UETA and Electronic

( _ : @ Signatures

information processing system such as

an Internet or online service), or li- @ U of M Software Available

tions. For example, Article 2B applies of this writing, and relate\
cept to create a legal framework for ulc.htm.

tion of participants from the motion

panded the scope of Article 2B. The

transaction that creates a software = Devel .
contract (which includes a license of
software, a sale of a copy of software omputerLaw

cess contract (electronic access to a

cense (of information) and (ii) agree-
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MEMO FROM THE CHAIR

By Michael S. Khoury

Summer is almost here, and with the warm weather our annpal
Spring Networking Lunch. The program will be held on May 21,
1998 starting at 12:00 noon at the Ritz Carlton Hotel in Dearbofn.
The topic will be “Confidentiality in the Cyberspace Era,” and is We I CO m e TO
discussed in detail elsewhere in this newsletter. We hope to s¢e a
big turnout for this function, a favorite of Section members. Aftef-
ward, we will have a short section council meeting, and everyongqis, I
of course, invited. O u r H OI I le :

For those of you who have visited our website, you can see that
it is there, sort of. We still have a number of formatting, content ahd
communication bugs to work out with the State Bar and the Bdr's

Internet service provider, but we hope to continually improve the
site and provide more content for members.

The Section co-sponsored the ICLE program “Representing

" [ T |
wanted to register for the program initially planned for 40, ICL o
moved the program to the Ypsilanti Marriott and was able to acco

modate all those who wished to attend. (Maybe we should ggt a : Computer Law

newsletters. The purpose is to provide timely, interesting and

ful information for Section members, and to provide a forum f
discussion on current events. Look forward to a number of chanfjes s i
in the newsletter resulting from these activities.

The State Bar Annual Meeting is scheduled for September 16-
18, 1998 in Lansing. Our meeting and program will be on Septemper
16, and will start at 2:00 p.m. As previously noted, the focus of the
Annual Meeting program will be on Year 2000 issues. Kathlegn
Damian is assembling a group of speakers to discuss the isgues

from a number of different perspectives.

Lastly, the Section officers and Council are dedicated to the
service of Section members; input and participation is welconpe. V|S|t us at
One of the ways that members can actively be involved in Sectfon
activities is to serve on committees or on the Council of the Sectipn.

If you are interested in serving on the Council, in getting involvgd http//WWW miChbaI‘.OI‘g/

in Committee activities (or in starting activities in a new areq), :

please feel free to conta<(:t me or any <g)ther Council member. Under Sbm/seCtlonS/ComplaW- htm
the By-Laws, | will serve as the chair of the nominating committg¢e

for new officers and Council members for the 1998-99 year, anf |

hope that anyone who is interested in participating will contact npe.

Both e-mail and snail mail are acceptable.

2)
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Spring Networking Lunch

Wednesday, May 27,1998
Ritz Carlton Hotel
Dearborn, Michigan
Lunch: 12:00 p.m.—1:30 p.m.

“Confidentiality in the Cyberspace Era”

—PANEL DISCUSSION—

The Computer Law Section of the State Bar of Michigan will be holding
its annual Spring Network Lunch on Wednesday, May 27th, at the Ritz
Carlton Hotelin Dearborn, Michigan. The luncheon will feature a panel
discussion on the topic “Confidentiality in the Cyberspace Era.” The
speakers will focus on confidentiality issues related to the growing use
of technology in health care delivery and consumer transactions. The
lawyers who will be participating as panelists are:

Lori-Ann Rickard of St. John Health System
Holli Hart Targan of Jaffe, Raitt, Heuer & Weiss, P.C.
Ty Tartt of Ameritech.

The cost for the luncheon is $35 per person and the cut-off date
for reservations is May 20, 1998. If you are interested in attend-
ing, send a check payable to “State Bar of Michigan”

Mail to: Kathy Damian, Assistant General Counsel,
AAA Michigan,
One Auto Club Drive,
Dearborn, Michigan 48126

Please include a note with the name(s) of those planning to attend
along with your check. Reservations are also available by phone.
Call: Kathy Damian (313) 336-1052.
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RECENT DEVELOPMENTS
IN COMPUTER LAW

By David R. Syrowick
Brooks & Kushman P.C.

U.S. SUPREME COURT cosmetics and medicin@uality King Dis- the “cost of infringement” and deter future
tributors v. L'anza Research International,infringement was improper. The court va-
Antitrust Inc. cated the enhanced damages award, ob-

As reported in 66 U.S.Av Week 1275, a _ AS reported inthe April 1, 1998 issue ofserving that the term "cost of infringement*
unanimous U.S. Supreme Court on Noverﬁ—he WALL StreeT Journal, the U.S. Su- defies definition. Vermont Microsystems,
ber 5, 1997 repudiated a 29-year-old antRréme Court on March 31, 1998 overturnednc. v. Autodesk, Inc.

trust doctrine and decided that the legali Ninth Circuit ruling by holdlng that. the  As reported at 45 U.S.P.Q.2d 1537, the
of vertical maximum price fixing agreementtgevemh Amendment requires a jury trial folJ.S. Court of Appeals for the Fiﬁh Qircuit
should be judged under the rule of reasof copyright claim of statutory damageg unheld on January 12, 1998 that a district court
The court says it is difficult to see how verder 17 U.S.C. § 504(dfeltner v. Columbia properly dismissed a claim that defendant

tically imposed maximum prices “could Pictures Television, Inc. misgppropriated plaintiff’s trade secrets by
harm consumers or competition to the ex- selling computer programs on the ground
tent necessary to justify theier seinvalid- that the parjues’ agreements showed that
ity.” State Oil Co. v. Khan U.S. COURTS OF APPEAL defendant did not owe plaintiff a duty of

non-disclosure at the time of salexpan-

: sion Plus, Inc. v. Brown-Forman Corp.
Copyright Patents

Asreportedin 66 U.SAv Week1533,a = As reported at 45 U.S.P.Q.2d 1421, thesopyright
unanimous U.S. Supreme Courton March §y 5. Court of Appeals for the Federal Circuit As reported at 44 U.S.P.0.2d 1296, the
1998 held that the first sale doctrine prepg|d on January 15, 1998 that a patent forg &, Court of Appeals f.or.tﬁe .Seventh ’Cir-

vents a copyright owner from invoking thelong-distance telephone call computer,. ) _
import protections of 17 U.S.C. § 602(a) fotyhich is properly construed to require dis-CUIt held that a collection of numerical

iqi i . ~codes describing dental procedures was
products originally made in the U.S. They|ay of cost both as charges accrue during duct of ?eative def:)isions inherent
Court stated that the first sale doctrine igg|| and after the call is terminated, is nof ¢ Pro .llj.c OthC t of classificati i
Section 109(a) of the Copyright Act, whichinfi i i In compring the Set of classification an
>E( TNIE WiiTinfringed under the doctrine of equivalent hus was copyrightable under 17 U.S.C. §
limits th_e exclqswe right to sell and dlstrll_)—by the accused devices, which cannot prOIOZ(a) S copyngniene Associati;)n. V
ute copies to first sales of the work, appliegjge cost information while a call is in Delta Dental Plan Association '
to imported copies, thereby restricting thgyrogress.Phonometrics, Inc. v. Northern '
copyright owner’s statutory right to pro-Telecom, Inc

hibit unauthorized imports. The decision is Trademarks

a blow to U.S. manufacturers and distribu+._° As reported at 55 BNA's PTCJ 143, in an
) Trade Secrets . -

tors that have been trying to combat the so- unpublished opinion, the U.S. Court of Ap-

called gray market, in which another com- As reported at 55 BNAs PTCJ 372, tr.]epeals for the Sixth Circuit held on December
pany buys their products and resells therH'.S' Court of Appeals for the Second Clr_3, 1997 that a former franchisee found liable
outside the normal chain of distribution.CU" held on February 20, 1998 that the.do for trademark infringement suffered “adver-
Products sold on the gray market includgIIng of a rea_sonable r.oyalty award in a}'%sing injury” within the meaning of an in-
everything from software and movies totrade secret misappropriation case to reflecSurance contract, and was not covered by
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the exclusion for “advertising injury arising provider afford immunity from defamation held that the licensing of a copyrighted
out of breach of contract&ssurance Com- suits arising out of statements posted bgode of medical procedures by the AMA to
pany of America v. J.P. Structures, Inc.  third parties on an interactive computer sera federal agency was copyright misuse in
As reported at 55 BNAs PTCJ 114, thevice. The court affirms the dismissal of athat the AMA license required the agency
U.S. Court of Appeals for the Sixth Circuit
ruled on December 3, 1997 that a licensee’s
continued, unauthorized use of a trademark
after termination of the license established
a likelihood of confusion as a matter of law.
It also ruled that an award of treble damages
plus profits, amounting to four times the ac-
tual damages, did not violate Section 35(a)
of the Lanham Act permitting damages
awards “not exceeding three times the
amount” of actual damagéds.S. Structures
v. J.P. Structures

As reported at 44 U.S.P.Q.2d 1545, the
U.S. Court of Appeals for the Seventh Cir-
cuit held on October 29, 1997 that a prelimi-
nary injunction is warranted prohibiting de-
fendants from using “Meridian” mark for
insurance in general public forum, such as
telephone directories, Internet sites, and
newspaper advertisingMeridian Mutual
Insurance Co. v. Meridian Insurance
Group, Inc.

Trademarks—Personal Jurisdiction

As reported at 55 BNAs PTCJ 119, the
U.S. Court of Appeals for the Ninth Circuit
held on December 2, 1997 that a defendant’s
allegedly infringing use of a service mark on
an Internet web page, accessible to resi-
dents of plaintiff's state, was inadequate
for personal jurisdiction over the defen-
dant. The court ruled as a matter of firstim-
pression that the defendant had not “pur-

posefully availed” itself of the state for ju- yefamation action against America Onlineto agree not to use a competing system.
risdictional purposes through its essenc |t says the plaintiff's claim of distribu- Practice Management Information Corp.

tially passive activity of posting a homeq jiapility is a subset of publisher liability v. American Medical Association.
page without engaging in commercial activypq is therefore included in the statutory

ity in the forum Cybersell, Inc. v. Cybersell, grant of immunity. It also holds that the
Inc. separate claims of negligence based on
AOL's failures to promptly remove a defa-U.S. DISTRICT COURTS
Defamation—Immunity From Suit matory message and to intercept a second
As reported at 66 U.S.Aw Week 1317, defamatory message are indistinguishablBatent
the U.S. Court of Appeals for the Fourthfrom defamation claimsZeran v. America  As reported at 44 U.S.P.Q.2d 1369, the

Circuit ruled that provisions of the 19960nline, Inc. U.S. District Court for the Northern District
Communications Decency Act that shield of California held on April 2, 1997 that a li-
interactive computer service providers fromantitrust — Copyright Misuse cense to use, modify, and compile a

being treated as publishers of information  As reported at 43 U.S.P.Q.2d 1611, th@laintiff’s source code in defendants’ voice
submitted by another information contenfy s cCourt of Appeals for the Ninth Circuit recognition software product is a complete

©
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defense to charge of patent infringementnternet service provider was not liable forfact that this is a case of first impression.
Apple Computer, Inc. v. Articulate Systemgdirect copyright infringement, despite cop-Storm Impact, Inc. v. Software of the Month
Inc. ied material on a web site maintained for it<lub.

As reported at 44 U.S.P.Q.2d 1719, théubscriber. In a summary judgment ruling,  As reported at 1997 WL 780957, the U.S.
U.S. District Court for the Northern District the court had no difficulty finding the pistrict Court for the Eastern District of
of lllinois held on August 21, 1997 that ac-owner of the web site directly liable for in- pmichigan held on December 12, 1997 that
cused intravenous solution compounderfinging computer clip art, but declined toan attorney who worked for the city of De-
do not “sort’ parameters to be com-reach the same conclusion for the providefoit owned the copyright to a Litigation
pounded by means of computer as requirégecause any copying that occurred Wagianagement Software program which he
by claims of patent in suit, and human judgcaused by Internet users, not by the pracreated on his own time using a software
ment exercised by operator of accused conyider. However, the court was not im-package that he bought with his own funds.
pounders is not, as matter of law, structurBressed by the provider’s arguments thathe attorney later downloaded the program
either identical to or equivalent of computeoftware in RAM is not adequately fixed tojnto the city’s law department's computer
software. Clintec Nutriton Co. v. Baxa constitute a copy, and refused to find orsystem. The Court found that the attorney
Corp. summary judgment that the provider is cleagid not act within the scope of his employ-

As reported at 44 U.S.P.Q.2d 1627, th(?f any contributory mfnngement I|alp|I|.ty. ment when he created the software pro-
U.S. District Court for the Central District of Marobie-FL, Inc. v. National Association gram. The Court stated that the city did not
California held on July 3, 1997 that prosecu®’ Firé Equipment Distributors own the copyright in the software program
tion history estops plaintiff from asserting As reported at 44 U.S.P.Q.2d 1343, th@ursuant to the Work Made for Hire provi-
that the scope of a patent for computer disK-S. District Court for the Southern Districtsion of the Copyright Act of 1976. The
drive system covers structure that accorPf New York held on September 17, 1997 tha€ourt found that designing the computer
plishes thermal compensation through us@n agreement by which a corporation tranggrogram was not the type of work that the
of “separate member” rather than relyingerred “all right, title and interest” in com- attorney was hired to perform. Rather, the
solely on arrangement, geometry, and sduter programs and software to its whollyattorney was hired to manage the city’s law
lection of materialsRodime PLC v. Seagate owned subsidiary transferred copyrights irdepartment. The Court looked to the

Technology, Inc. those works as well as works themselvesattorney’s job description and also deter-
As reported in the October 30, 1997 isShugrue v. Continental Airlines, Inc. mined that the city never asked the attorney
sue of the WLL SrreeT JournaL, Digital As reported at 44 U.S.P.Q.2d 1842, théo develop the software. In fact, the attor-

settled its Computer Ch|p patent infringe.U.S. District Court for the Southern District ney_ had no prior Complﬂer PrOQramming ex-
ment suit against Intel for $1.5 Billion. Theof New York held on November 3, 1997 thaperience and the city had its own computer
sum includes $700 million for selling semi-a “work for hire” agreement, which unam-programming department to do program-
conductor-manufacturing facilities, plusbiguously states that infringement defenming of the type the attorney decided to do
product discounts and licensing fees wortilants shall own copyrights in computelon his own. However, the Court did find
perhaps $800 million over adecaﬂjgitgﬂ software at issue, is neither invalid nor unIhat there was a genuine issue of material
Equipment Corp_ V. Intel Corp_ conscionable under 17 U.S.C. § 204(3), evefﬁlCt as to V\_/hether the CQmPUter prer_am
though agreement was executed after plaitfvas a copyrightable work in that, according

T tiff began work on softwar&yware, Inc. v. to the city, the attorney’s contribution in
Patent—Jurisdiction Middlegate, Inc. making the computer program was simply

As reported at 45 U.S.P.Q.2d 1444, the =~ i sp 0.2d 1441, thd® customize the user interface of a preexist-
U.S. District Court for the Southern District rep e .. Ing computer program in order to adopt it
of Texas on June 25, 1997 held thataforeigH'S' District Court for the Northern District

defendant’s maintenance of a largely pa<2! !linois held on September 3, 1997 thafor use g‘,t a fcgsf Ta”ageme”t system.
sive Internet website, which could notcOMPuter shareware is not transformed fofuinn v. City of Detroi
function as a means by which defendarlff"iruse purposes by including itin a compi- A.S reported at 1997 WL 755031.’ the US.
“purposefully directed”  information to lation of shareware programs labeled th@ls-trlct Court for the Northern District of
Texas, is insufficient basis for exercise mé‘latest and greatest’. What is new is theOh!o ; qranteq on November -25' 1997
specific personal jurisdiction in apatentin-cor_nDUtation' not the individual works, plaintiff's motion for summary judgrment
fringement actionAgar Corp. v. Muli- Which themselves have not been trangwith respect to claims of direct and con-
Fluid. Inc. formed, the court explained. Although thistributory copyright infringement by a com-
’ and the other statutory factors weighedputer bulletin board system operator. The
. against a finding of fair use, the court dedefendants made available hundreds of
Copyright _ clined to issue a summary judgment. Igraphic image files to paying customers of
As reported in 55 BNAs PTCJ 137, thepginted to fact issues that remained cordefendants’ bulletin board service which
U.S._ D|§tr|ct Court for the Northern District cerning the effect of the compilation on thefiles contained illegal copies of adult photo-
of lllinois ruled November 13, 1997 that anmarket for the original shareware, and to th@raphs from Bxvsov Macazine. Defen-
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dants had adopted an incentive program to encourage their Bastern District of Michigan on March 4, 1998 held that charges of
scribers to upload information into the BBS in order to increaseopyright infringement based on the development of a software
stockpile of information available to their customers. The uploagedgram was not “advertising injury” for purposes of coverage
information was held in an upload file where it was briefly screenguller a liability insurance policy. The insured software developer
by defendants’ employees before it was released by those emplgyted that by providing a free sample or demonstration version of
ees onto the general BBS. The files which were available ontlteeprogram in conjunction with its advertising activities it was
defendants’ BBS contained virtually exact reproductions of copwptitled to a defense. The Court, however, stated that the program

righted photographs from
PLavBoy MacazinNe. These
facts transformed the defen-
dants from passive provid-
ers of a space in which in-
fringing activities happened
to occur to active partici-
pants in the process of
copyright infringement.
Playboy Enterprises, Inc. v.
Russ Hardenburgh, Inc.

As reported at 45
U.S.P.Q.2d 1827, the U.S.
District Court for the North-
ern District of California
on February 2, 1998 held
that evidence of creativity
involved in designing plain-
tiff’'s font software programs
warrants finding that pro-
grams are entitled to protec-
tion under the Copyright
Act as original works of au-
thorship. Adobe Systems,
Inc. v. Southern Software,
Inc.

As reported at 55 BNA's
PTCJ 315, the U.S. District
Court for the Central District
of California held on January
30, 1998 that an Internet web
site that contains a “framed”
link to the copyrighted mate-
rial on another web site may
constitute an infringing de-
rivative work. The court de-
nied the accused infringer’s
motion to dismiss, reasoning
that the case law cited by
both parties does not demonstrate conclusively whether the frami&, that its software is
page is a derivative workFuturedontics, Inc. v. Applied
Anagramic, Inc.

may not be viewed as an ad-
vertisement for itself, or, al-
ternatively, the causal con-
nection requirement had not
been met because the free
sample did not cause the in-
fringementFarmington Ca-
sualty Co. v. Cyberlogic
Technologies, Inc.

Trade Secrets—Insurance
Coverage

As reported at 55 BNAs
PTCJ 356, the U.S. District
Court for the Northern Dis-
trict of lllinois on January 23,
1998 held that charges of
trade secret misappropria-
tion based on the develop-
ment of competing software
from unauthorized material
was not “advertising injury”
for purposes of coverage un-
der a liability insurance
policy. Winklevoss Consult-
ants, Inc. v. Federal Insur-
ance Co.

Trademarks

As reported in the March
25, 1998 issue of the ML
StrReeT JournaL, the U.S.
District Court for the North-
ern District of California
ruled on March 24 that
Microsoft cannot use Sun’s
Java logo in any of its mar-
keting material. Microsoft
said that it would continue to

“Java compatible” but without Sun’s logo.
More hearings are expected later in the year.

As reported at 44 U.S.P.Q.2d 1764, the U.S. District Court for the
) Central District of California on July 31, 1997 granted summary
Copyright—Insurance Coverage judgment that defendants’ use of “la-opinion.com” Internet do-
As reported at 1998 WL 99639, the U.S. District Court for thgyin name infringes and dilutes plaintiff's federally registered “La

©
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Opinion” mark for Spanish language newspapezano Enter- case from the state of Michigan to the state of Florida pursuant to
prises v. La Opinion Publishing Co. 28 U.S.C. § 1406(a) because venue was not proper with respect to all

As reported at 44 U.S.P.Q.2d 1521, the U.S. District Court for tRé the defendants in the state of Michigan. The court found that
Central District of California held on September 26, 1997 that plaifenue was proper with respect to one of the defendants who oper-
tiff in an action for infringement and dilution brought against thated an Internet web site which was accessible to any computer
exclusive registrar of Internet domain names is denied leaveU&er in Michigan. The web site contained information about vari-

amend complaint to add claim for contributory dilutibackheed ©us products including alleged misrepresentations concerning an
Martin Corp. v. Network Solutions, Inc. insulation system at issue in the case. Plaintiff argued that the

As reported at 55 BNAs PTCJ 82, the U.S. District Court for tH‘é‘)assing off” of pIaiptiﬁ’; product as one of.thef defendant's prod-
Central District of California held on November 17, 1997 that Neticts had occu_rred in Michigan .because M|c.h|gan computer users
work Solutions, Inc.—the exclusive registrar of Internet domaifere able to view the alleged misrepresentations in the district. The
names—does r,10t violate the trademark law by simply registeriR intiff asserted that this led to confusion in the district over the
allegedly infringing names for use on the Internet. The court ¢ _opriety.of the insulation system. The Court found tha.t Venue was
cluded that registration of a domain name is not a use “in connBE2PET with respect_to that one defem_jant becausg Michigan com-
tion with the sale, offering for sale, distribution or advertising dputer users could view the alleged misrepresentations concerning

goods or services”, and granted NSI's motion for summary jud 1e insulation system, request more information about the defen-
ment. Lockheed Ma;rtin Corp. v. Network Solutions, Inc ant, and even request a direct personal contact from one of the

As reported at 54 BNAs PTCJ 503, the U.S. District Court for thcljeiiﬁr:::gt:” ?_Zlcehsn:)elggiessenltﬁgves through the weblAsjtenc. v.

Northern District of lllinois held on September 29, 1997 that trade-
mark misuse may not be asserted as an affirmative claim, but only as

a defense to a trademark infringement suit. It dismisses an Inte?ﬁ&

service provider’s suit alleging that a request to cancel its domainAs reported in the December 19, 1997 issue of the \STrReeT

name by a trademark owner in a different line of business conggURNAL, America Online, Inc. proclaimed a major victory in federal
tutes trademark misuse. No American court has applied tradem@@Krt against a sex-oriented junk e-mail company. The nation’s larg-
misuse affirmatively, the court says. Declining to extend the an&pt on-line service said Over the Air Equipment, Inc. agreed to pay
ogy of patent misuse cases, it observes that, unlike patent holdépglisclosed damages and cease sending unsolicited e-mail mes-

trademark holders usually do not have the ability to destroy comg@&ges, known as spam, to AOL members. AOL filed its suit in Octo-
tition. Juno Online Services L.P. v. Juno Lighting, Inc. ber in federal court in Alexandria, VA against the Las Vegas com-

As reported at 45 U.S.P.Q.2d 1096, the U.S. District Court for thany: which sends unsolicited e'-mail messages to promqte adult-
Northern District of lllinois held on November 12, 1997 that a nor?-”e_nted Web sites. Over' the A'r declined to commenmerica
resident infringement defendant’s World Wide Web site is insuff@nlme’ Inc. v. Over the Air Equipment, Inc.
cient basis for assertion of personal jurisdiction over defendant by
federal district court in lllinoisTranscraft Corp. v. Doonan Trailer Antitrust
Corp. As reported in the November 11, 1997 issue of tha VSrreet

As reported at 55 BNAs PTCJ 163, the U.S. District Court for thBURNAL, Microsoft said that the Justice Department’s antitrust
Central District of California held on December 11, 1997 that Negase against it is aimed at stalling improvements to Windows soft-
work Solutions Inc.’s registration of an Internet domain name eyare and should be thrown out. However, as reported in the Decem-
bodying another party’s trademark does not constitute a commi@r 12, 1997 issue of theAl Srreet JournaL, the U.S. District
cial use of the mark. The court declined to enjoin the company@eurt for the District of Columbia ordered Microsoft to stop bun-
charge of registering domain names from registering names that@fg its internet software with its widely used Windows computer
confusingly similar to the plaintiff's registered trademarksad- Operating systems, dealing at least a temporary blow to the soft-

emy of Motion Picture Arts and Sciences v. Network Solutioff¢are giant's plans to dominate one of the computer industry’s hotly
Inc. contested markets. Judge Thomas Penfield Jackson’s order bars

As reported at 45 U.S.P.Q.2d 1860, the U.S. District Court for tflicrosoft from requiring personal computer makers that license its
District of Oregon on December 12, 1997 held that an infringemétR€rating system to also accept its World Wide Web software. The

plaintiff's “Top Producer” mark, for computer software program&ling, & victory for the Justice Department, applies not just to the
targeted to real estate industry, is not gendop. Producer Sys- V\_ﬂn(?ov_vs 95 operating system but to its successors. The judge
tems, Inc. v. Software Sciences Ltd. didn’t find Microsoft in contempt of a 1995 consent decree, how-

ever. The Justice Department in October had asked for a $1 million-
Trademark/Venue a-day fine, alleging that the Redmond, Washington software giant
had violated a provision that forbade Microsoft from leveraging its

As reported at 1997 WL 722008, the U.S. District Court for thgaar-monopoly in Windows to benefit its other products. Judge
Eastern District of Michigan on November 10, 1997 transferred a
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Jackson appointed a special master, Lawrence Lessig, an authdiitst Amendment

on Internet law at Harvard University, to review the case and report s reported at 66 U.S. Law Week 1555, the U.S. District Court for
back to U.S. District Court in Washington, D.C., in May. The ordghe Eastern District of Virginia decided that Virginia’s ban on state
is in effect at least until the special master makes his report and ghgployees’ access to sexually explicit materials on state computers
court revisits the issuél.S. v. Microsoft Corp. except when required for bona fide agency projects violates the
First AmendmentJrofsky v. Allen

Contracts/Non-Compete Agreement

As reported at 1997 WL 781514, the U.S. District Court for th@riminal Law
Eastern District of Michigan held on December 15, 1997 that a non- As reported at 66 U.S. Law Week 1520, the U.S. District Court for
compete agreement entered into between a Michigan corporatigsiy Jersey declared that an assistant U.S. attorney violated Fed. R.
and a California resident was enforceable under Michigan law. Tbm. P. 6(e) and 32 by posting on the Internet, without the court's

plaintiff had acquired a company named Data ReCall for which t@gnsent, a sentencing memorandum containing grand jury informa-
defendant, a California resident, had worked as a sales agent. {fd}¢ U.S. v. Smith

defendant then signed an employment agreement with the plaintiff,

which agreement contained a covenant not to compete for a period

of one year after the termination of her employment with plaintiff.

The agreement further contained a confidentiality provision requ .S. PATENT AND TRADEMARK OFFICE

ing the defendant not to disclose any trade secrets or confidential

information of the plaintiff. The agreement also contained a forum As reported in the January 12, 1998 issue of the VBrrReeT
selection clause providing that the agreement would be govergedrnaL, International Business Machines Corp. received more
by and enforceable in accordance with Michigan law. At all relevagts. patents (i.e. 1,724) than any other company in 1997, grabbing
times, the defendant was a resident of California and worked outi®é top spot for the fifth consecutive year on a list dominated by
an office in California. After terminating her employment with thgapanese companies. But the number of IBM patents fell 8% from
plaintiff, the defendant accepted employment with Peak Industri@®96. The decline in patents could hurt what has become a big IBM
Inc., a direct competitor of plaintiff. The plaintiff filed suit allegingrevenue stream: Its patent portfolio generates about $1 billion in
that if the defendant was allowed to work for Peak it would neceginual royalties, up from about $350 million in 1993. IBM executives
sarily cause the dissemination of its protected trade secrets arfinissed the dip in patents as a “statistical aberration”. Marshall
confidential information. The Court determined that Michigan hadhelps, Jr., Vice President of intellectual property and licensing,
a substantial relationship to the parties and the transaction siggii IBM patent applications jumped 25% last year and were run-
the plaintiff was a Michigan corporation. In addition, the Courting at a “historic high”. Some of IBM's research successes last
found that there was a reasonable basis for choosing Michigan lggar were well chronicled. It received 50 patents for a breakthrough
namely to ensure that the plaintiff had some certainty in defendihgat could sharply boost the power of computer chips by using
its rights in suits with its employees all over the country. The Cowdpper instead of aluminum. Other IBM patents covered tech-
also found that California did not have a fundamental policy barrimgques to extend battery life in laptop computers and discover vi-
all non-competition clauses since California only invalidated proviuses on the Internet. IBM said nearly a third of its U.S. patents last
sions of employment contracts prohibiting an employee from workear were software-related and 15% were related to network com-
ing for a competitor unless they are necessary to protect fing.

employer’s trade secrets. The Court found that continuing employ-

ment with the plaintiff was sufficient consideration and support of

the agreement in the case. The Court found that given the highly

competitive nature of the business field, the one-year duration of

the employment contract appeared reasonable. As to the geo-

graphical limitation, the Court held that the unlimited geographical

scope was reasonable in that the plaintiff’s business was suffi-

ciently national and international in scope. The plaintiff asserted

that the defendant would only be prohibited from selling bar code

systems and related products which were only a small part of the

market for computer software and products. The Court determined

that the defendant was exposed to confidential information in the

form of customer lists, profit margins, and pricing schemes. The

Court also found that the defendant was not precluded from selling

other computer products and appeared to be a well-qualified sales

personlLowry Computer Products, Inc. v. Head
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Signs of the Times—
The Uniform Electronic
Transaction Act and

By Anthony A Targan R Electronic Signatures

R. L. Polk & Co.

According to handwriting@éxperts, the way a person siguexty’s identity, its acceptance of a record, and the integrity
his or her name is uniquelyindividual to each one of us. Ewi-the informational content contained in a record. (Section
dence of a person’s signature is often the key indication302(a).) One hotly debated aspect of the draft UETA is the
whether a transaction was authorized or a contract form@eation of legal presumptions concerning the effect of an
But in the current computer age, what if the person “signs” blectronic signature. In its current draft, the UETA provides
name by pointing and clicking on a computer screen insteaébelimited, “bursting bubble” rebuttable presumptions that if
putting pen to paper? And what if the “person” signing is remt electronic signature is adopted in accordance with a
human at all, but is instead a computer or “electronic agerf¢@mmercially reasonably security procedure for validating
These are some of the questions raised and hopefully edeetronic signatures,” the signature is “presumed to be au-
swered by the draft Uniform Electronic Transaction Act (tleentic and authorized” and is “presumed to be signed by the
“UETA”), which is currently under consideration and reviewerson to whom the electronic signature correlates.” (Sec-
by the Drafting Committee of the National Conference tién 302(b).)

Commissioners on Uniform State Laws. (See March 23, 1998 another significant aspect of the UETA deals with Elec-

Draft and related materials which can be found at httﬁr&nm Agent51 which are defined in Section 102 as “a com-
www.law.upenn.edu/library/ulc/ulc.htm.) puter program or other electronic or automated means used,
One underlying objective of the UETA is to facilitate eleselected, or programmed by a person to initiate or respond to
tronic commerce by promoting the acceptability and enforetectronic records or performances in whole or in part with-
ability of electronic signatures. It goes without saying thatafit review by an individual.” The UETA contemplates the
people lack a basic level of confidence in the authenticity asmmewhat Orwellian possibility that computers may be able
security of electronic signatures, it will undermine their trusttin manifest assent on behalf of their human counterparts, and
electronic commerce generally. The drafters of the UE®&en among themselves, without the intervention of human
have recently expanded the scope of the UETA to applly tobeings! As explained in the Reporter’s Note to Section 102,
electronic writings and signatures unless specifically €#n electronic agent by definition is capable, within the pa-
cluded. Atthe same time, however, the UETA is “fundameammeters of its programming, of initiating, responding or inter-
tally a procedural statute to effectuate transactions accaeting with other parties or their electronic agents once it has
plished through an electronic medium,” and is not intendedgen activated by a party, without further attention of that
supersede the underlying substantive law of contracts or cparty. This draft contains provisions dealing with the effi-
mercial transactions. (Reporter's Memorandum at 1, 3). cacy of, and responsibility for, actions taken and accom-

The essential premise of the UETA is that a “signaturéshed by electronic agenis the absence of human inter-
may not be denied legal effect, validity, or enforceability soleigntion” (Emphasis added). Under Section 303, Opera-
because it is an electronic signature,” and not in paper foliens of Electronic Agents, a party is bound by the actions of
(Section 301(a).) An electronic signature is “any symbolits €lectronic agent and is deemt_—zd to hr_alve S|gned_electron|c
methodology adopted with intent to sign a writing” and cafpp_ords_ resulting from the operations of its electronic agents.
even take the form of “point and click’ processes in on-lidéis raises the question, do you know what your computer’s
and on-screen programs.” (Reporter's Notes 1 and 3 to $&@gn up to while you're away?
tion 302.) An electronic signature can establish the signing
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UNIVERSITY OF MICHIGAN SOFTWARE AVAILABLE

By Deborah W. Alper

Technology Licensing Specialist

The Technology Management Office (TMO) at the University of Michigan
works closely with faculty and staff to commercialize software and
multimedia from a wide variety of disciplines. Programs have been licensed
to industry for either direct distribution or incorporation into a company’s
own products. Software and multimedia also have been licensed to
publishers, other academic and research institutions, and government
units. A number of different program packages are distributed directly to end
users by the TMO.

The TMO web site, at http://www.tmo.umich.edu, has descriptions of some
programs that are currently available, of some that already have been
licensed, and of others for which the TMO is seeking commercial partners.
The web site also includes general information about TMO and descriptions
of other technologies that are currently available for license to industry.
Please visit our site or contact TMO for additional information
(info@mail.tmo.umich.edu).
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[\ ESSAY
1998 Competition Rules

Edward F. Langs
Writing Award

1. The award will be given to the student article which, in the opinion of the judges,
makes the most original and significant contribution to the knowledge and
understanding of current computer law issues.

2. Only one prize of $500.00 will be awarded.

3. Entries must be original and must not have been submitted to any other contest
within the last 12 months.

4. Entries must include the submitter’'s name(s), current address, current
telephone number and college or university attended.

5. Entries must be typed, double-spaced and submitted on letter-size (8.5 by 11
inch) plain, white, bond paper (no onion skin). Entries must contain proper citations,
including foot notes at the end of the entry.

6. All rights to entries shall become the property of the State Bar of Michigan. The
Computer Law Section reserves the right to make editorial changes.

7. Entries must be postmarked by June 30, 1998.

8. Entries are to be mailed to:

David R. Syrowik, Chairman

Computer Law Section Essay Competition
Brooks & Kushman P.C.

1000 Town Center, 22nd Floor

Southfield, Michigan 48075
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tate Bar of Michigan Lansing, Ml
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