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SUPERIOR COURT JUDGE CHRISTINE M. ROACH
DISCUSSES BUSINESS LITIGATION
The Hon. Christine M. Roach was appointed as
Associate Justice of the Massachusetts Superior
Court in February 2008. Prior to her appointment, she was a founding member of the Boston
litigation firm of Roach & Carpenter PC, where
she had practiced since 1989, concentrating in
business litigation and the defense of employment
and civil rights matters. Judge Roach also served
as an Assistant United States Attorney for the
District of Massachusetts, a litigation associate at
Widett, Slater & Goldman PC and law clerk to
the Hon. David S. Nelson. She is a graduate of
the University of Massachusetts at Amherst and
Harvard Law School. Since January 2011 she
has shared the BLS2 Session with Judge Janet L.
Sanders. Judge Roach agreed to answer some questions about the Business Litigation Session from
ComCom Section member Michael J. Leard.
I. Contacting Chambers
Q. Do you permit counsel to communicate
directly with you? If so, under what circumstances?
A. There is rarely a need to contact me directly.
We are fortunate to have two very experienced
and responsive session clerks in the Business
Litigation Session (BLS), and I would expect
counsel to communicate with our clerks. Our
clerks may be contacted by either telephone
or email. I believe that email, with a copy to
opposing counsel, is the preferred method of
communication for scheduling issues, particularly where one party seeks to represent to the
court an agreement among the parties. Regardless of the means of communication, I appreciate counsels’ efforts to minimize the administrative burden on our staff.
Q. Do you prefer, require or prohibit courtesy copies of pleadings, motions and
memoranda to be sent directly to your
chambers?
A. I prefer not to receive courtesy copies, unless
I have specifically requested one. We receive
voluminous filings in the BLS, so I seek to minimize the paper to the extent possible.

Q. The Frequently Asked Questions section
of the BLS website indicates that “in any
motion (summary judgment, preliminary
injunction, etc.) with a particularly voluminous record, counsel are encouraged to
supply electronic copies …” to the court. In
such a case, should counsel email electronic copies to your clerk?
A. Electronic copies should only be submitted upon request. Where I have specifically
requested an electronic copy, I find it beneficial
to receive a compact disc (CD) containing the
electronic copies.
II. BLS Procedural Orders and
Formal Guidance
Q. In the BLS, judges sit for six-month sessions; however, judges have the discretion
to retain control over a case where close
oversight is required. Under what circumstances would you be inclined to retain
control over a case after your six-month
session?
A. It is a case-by-case determination. However, rarely have I retained management of a case
after my six-month session. BLS judges operate
as a team and are willing to handle any case on
our docket at any stage. One example of when
I may be inclined to retain a case is if the parties have been involved in detailed discovery or
other pre-trial disputes before me, and either
a summary judgment argument or additional
pre-trial matters are scheduled in the very near
future. In such a situation, the balance of judicial resources and fair resolution may weigh in
favor of one judge retaining the case.
Q. Do you require counsel to request such
relief via motion?
A. Counsel may request such relief via motion.
But the court may also make this decision sua
sponte.
Q. The BLS’s “Formal Guidance Regarding Confidentiality Agreements,” states
Continued on p. 5
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The Impact of recent Decisions Regarding Patent Hold-up on
the Future of Standards-setting Activities
By Michael T. Renaud and Sandra J. Badin
Earlier this year, Qualcomm and InterDigital, two major contributors to the development of wireless telecommunications standards,
announced they would not be making licensing commitments under the new patent policy
introduced by the Institute of Electrical and
Electronics Engineers (IEEE). Among other
changes, the IEEE’s new patent policy makes
it much more difficult — and in some cases
impossible — for patent owners who have contributed their patented technology to the development of an IEEE standard to seek an injunction or other “prohibitive order” against the
implementers of that standard who are using
their patented technology without a license. A
few weeks after Qualcomm and InterDigital’s
announcement, Ericsson and Nokia followed
suit.
This may be just the beginning. A number
of important recent court and agency decisions
may cause other major contributors to opt out
of standards-setting activities. A brief review
of these decisions suggests there is a growing
concern over what has come to be known as
“patent hold-up” — when owners of standard
essential patents or “SEPs” (allegedly) try to
extract a higher royalty rate for the use of their
SEPs once the standards into which those SEPs
are incorporated have become widely adopted,
than they otherwise would have been able to
obtain for the patents on their own. As Administrative Law Judge Theodore R. Essex of the
International Trade Commission (ITC) has
cautioned, however, a singular focus on patent

hold-up, and the attendant restriction on the
ability of SEP holders to seek injunctive relief,
may ultimately make it more likely that innovators will simply decide not to participate in
standard-setting activities in the first instance,
potentially retarding the pace of innovation in
this country and abroad.
A Word on Standards
Industrial standards play an important role
in the modern world. Among other functions,
standards ensure that our various mechanical,
electrical, and telecommunications systems
and devices are compatible and interoperable
— that smartphones made by Apple and Samsung, for example, have the same Wi-Fi capability and can communicate with each other on
the same network. Standards are often set by
standards setting organizations (SSOs), which
typically comprise voluntary, private sector
associations of businesses. Many SSO participants contribute their patented technology to
the development of standards. Because they
stand to benefit from the adoption of standards
that include their patented technology, contributors often agree to license their SEPs on fair,
reasonable and non-discriminatory (FRAND
or RAND) terms. The question then arises
whether and under what circumstances SEP
owners who have undertaken a commitment
to license their patents on FRAND terms may
be permitted to seek injunctive relief against
unwilling licensees — i.e., against infringers of
their patented technology who refuse to take

The Division Head for the
Intellectual Property Section
at Mintz, Levin, Cohn, Ferris,
Glovsky and Popeo PC,
Michael T. Renaud is an
experienced litigator known
for his business approach
to identifying and creating
value in patent assets and for his ability to develop
successful strategies for the monetization of patent
portfolios involving complex technologies, through
the purchase and sale of patent assets, licensing,
and litigation. He also has extensive experience
prosecuting and defending patent cases and appeals.
A senior associate in the Intellectual Property Section
at Mintz, Levin, Cohn, Ferris, Glovsky and Popeo PC.
Sandra J. Badin has substantial trial and appellate
experience litigating patents across a wide range of
technology fields before the U.S. International Trade
Commission, the federal district courts and the Court of
Appeals for the Federal Circuit.
a license. Three recent decisions try to address
this question.
Three Recent Decisions of Interest
1. The ITC: In June, Administrative Law
Judge Essex issued the public version of
his Initial Determination on Remand in
ITC investigation No. 337-TA-613, In the
Matter of Certain 3G Mobile Handsets and
Components Thereof (the 613 Investigation),
ContinueD on P. 6

Cornerstone Decision Instructive on Claims Against Directors
for Fiduciary Breach
By Alec Zadek, Mintz, Levin, Cohn, Ferris, Glovsky and Popeo PC
In in re Cornerstone Theraputics Inc., 2015
Del. LEXIS 231 (Del. Ch. May 14, 2015), the
Delaware Supreme Court held that allegations
that a director approved an interested transaction will not be sufficient to survive that director’s motion to dismiss where the corporation
has enacted an exculpatory charter provision
and the plaintiff failed to specifically allege
a non-exculpated claim against that director.
Prior to the Delaware Supreme Court’s holding, disinterested, independent directors were
often required to remain parties to litigation
until the end of trial even where the certifi-

cate of incorporation contained an exculpatory provision pursuant to 8 Del. C. § 102(b)
(7) and the plaintiffs did not allege any nonexculpated claims against those directors. This
holding provides an avenue for directors to
dismiss the claims against them, and avoid the
unnecessary burden and expense of protracted
litigation when there are no specific allegations
that they engaged in wrongdoing.
The Cornerstone decision was a consolidated opinion issued on two appeals that involved
actions for damages by stockholder plaintiffs
arising out of mergers in which the control-

ling stockholder, who had representatives on
the board of directors, acquired the remainder
of the shares that it did not own in a Delaware public corporation. Both mergers were
negotiated by special committees of independent directors, were ultimately approved
by a majority of the minority stockholders,
and were at substantial premiums to the preannouncement market price. The plaintiffs
in both cases sued the controlling stockholder and their affiliated directors as well as the
independent directors who had negotiated and
ContinueD on P. 8
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Help! Is My Customer List a Trade Secret?
By Lindsay Manning Burke
At some point, most commercial and intellectual property litigators have faced this situation. Your client comes to you, furious: A trusted employee has left the company and struck
out on his own, and taken your client’s customer list with him. Can your client do anything
to prevent this former employee from stealing
its customers?
Without contractual protection, your client must rely on trade secret protection. As
much as your client may value its customer list,
however, your client may find it a very difficult
proposition to establish its customer list as a
protectable “trade secret.” Recent cases in Massachusetts demonstrate just how difficult staking out a claim to trade secrets can be.
To make a claim for misappropriation of
trade secrets under Mass. Gen. Laws ch. 93, §
42 and the common law, a plaintiff must show:
(1) the information is a trade secret; (2) the
plaintiff took reasonable steps to preserve the
secrecy of the information; and (3) the defendant used improper means, in breach of a confidential relationship, to acquire and use the
trade secret.1 When it comes to customer lists,
this is easier said than done. The tallest hurdle
is proving that the list is, in fact, a trade secret.
Massachusetts courts evaluate six factors
— the so-called “Jet Spray Cooler” factors —
to determine whether confidential information
qualifies as a trade secret:
1. The extent to which the information is
known outside the business;
2. The extent to which the information is
known by employees and others involved in
the business;
3. The extent of measures taken by the employer to guard the secrecy of the information;
4. The value of the information to the employer and to his competitors;
5. The amount of effort or money expended
by the employer in developing the information; and
6. The ease or difficulty with which the information could be properly acquired or duplicated by others.2
Two recent cases mark off the two poles of
this analysis.
The June 2015 case of Head Over Heels
Gymnastics Inc. v. Ware concerns a former
gymnastics academy employee who opened her
own academy after her employer terminated
her.3 The former employer sued her, alleging
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Fifth Circuit: Federal
Copyright Statute Preempts
State Trade Secret Claims
for Ideas Expressed in
Tangible Media
By Robert F. Callahan Jr., Devine
Millimet & Branch PA

that, among other things, she misappropriated
its customer list, a trade secret. The customer
list — which included names, addresses, telephone numbers and email addresses — was
available to all employees and was distributed
to all gymnastics trainees and their families
so that they could directly communicate with
each other. The employer never informed its
employees that the list constituted confidential
information or otherwise was a trade secret.
The Massachusetts Appeals Court, affirming summary judgment for the employee,
found that the information was not a trade
secret because the employer: (i) made its customer information available to all staff,
employees and gymnasts and their families
without restriction or limitation; and (ii) it
never informed the defendant or any other person to whom this information was distributed
that the information was confidential. In addition, the employer did not identify any steps it
took to ensure that its information remained
confidential or secret. The court found “simply
unrealistic” the employer’s assertion that the
parties understood the customer lists were not
intended for purposes other than its business,
and were neither publicly known nor available
through other sources.
The employer’s own missteps cost it trade
secret protection. It widely disseminated its list,
it did not take steps to ensure that the list was
kept secret, and its list contained information
that was publicly available.
By contrast, the recent District of Massachusetts case of Bruno International Ltd. v.
Vicor Corp. involved a company that did much
more to protect the trade secret status of its customer list.

In Spear Marketing Inc. v. BancorpSouth Bank, 791 F.3d 586 (5th Cir. 2015),
the Fifth Circuit held that state law trade
secret claims based on ideas fixed in tangible media are preempted by federal copyright statute, 17 U.S.C. § 301(a). The Fifth
Circuit reasoned that copyright preemption is measured by the scope of the federal
copyright statute, rather than whether the
material at issue is copyrightable. In doing
so, the Fifth Circuit joined the majority of
circuits that have considered the issue.
Spear Marketing, a small family-run
business, sold software to banks that helped
manage cash inventories in their branches
and ATMs. One of Spear Marketing’s largest customers was BancorpSouth Bank, who
also used ATM software created by ARGO
Data Resources. ARGO later developed its
own cash inventory software, but BancorpSouth Bank continued to use Spear Marketing’s software. In an unsuccessful bid to sell
itself to ARGO, Spear Marketing demonstrated its software after ARGO represented
it had not developed similar software. Ultimately, BancorpSouth Bank switched to
ARGO’s software. During the implementation process, BancorpSouth Bank sent
ARGO various screenshots of Spear Marketing’s software to provide historical cash
usage data. Spear Marketing sued BancorpSouth Bank and ARGO in state court,
alleging a number of state law trade secret
claims relating to its software.
BancorpSouth Bank and ARGO
removed the case to federal court on the
ground that the federal copyright statute
preempted Spear Marketing’s claims. To
avoid federal jurisdiction, Spear Marketing eliminated its claims relating to copying and distribution, and defined its trade
secrets as noncopyrightable “know-how,
ideas, procedures, processes, systems, methods of operation, and concepts”. Despite
these efforts, the district court held the federal copyright statute still preempted the
trade secret claims and Spear Marketing

ContinueD on P. 7
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The First Circuit on Whether a Lender May Perfect a Security Interest
in a Debtor’s Insurance Coverage Under Article 9
By Anthony A. Froio, Robins Kaplan LLP
A lender files a UCC-1 in the debtor’s home
state with the goal of perfecting a security interest in all of the debtor’s accounts, inventory and
payment intangibles, including the debtor’s
rights to payment under its insurance policies.
What happens when a fire or disaster strikes
and the now-bankrupt debtor’s largest asset is
its business interruption insurance claim for
its loss of income from the disaster? Does a
UCC-1 filing perfect the lender’s security interest in a debtor’s insurance coverage and claim
proceeds, enabling the lender to enjoy a priority
right to the insurance proceeds in bankruptcy?
In Wheeling & Lake Erie Railway Co. v.
Keach (In re Montreal), 799 F.3d 1 (1st Cir.
2015), the First Circuit acknowledged that the
lender’s UCC-1 filing expressly listed accounts,
rights to payment, and proceeds including
insurance proceeds — but the Court still held
that the lender had failed to perfect a security
interest in the debtor’s insurance coverage or
claim proceeds.
Wheeling arose from the calamitous July
2013 tanker train derailment in Lac-Megantic,
Quebec. The derailment and ensuing fire killed
47 people and destroyed much of the town. The
debtor filed a Chapter 11 bankruptcy petition
one month after the disaster. After a period of
negotiation involving the debtor and the courtappointed trustee, the debtor’s insurance company agreed to pay $3.8 million in business
interruption insurance proceeds for the loss of
income to the debtor. A motion was brought
to approve the settlement and the disposition

copyright statute
ContinueD from p. 3
appealed the decision to the Fifth Circuit.
On appeal, Spear Marketing argued that
because its trade secrets claims included only
noncopyrightable material, there was no subject matter encompassed by the federal copyright statute for preemption to apply. The
Fifth Circuit rejected Spear Marketing’s analysis, and instead focused on whether the material at issue was of the type described in the
federal copyright statute. It held that ideas
expressed in tangible media fall within the
subject matter of the federal copyright statute. Accordingly, the federal copyright statute
preempted Spear Marketing’s state law trade

of the insurance proceeds. Lender Wheeling
objected. Wheeling claimed a priority interest
in the insurance proceeds based on its UCC-1
filing and putative security interest in the insurance coverage and proceeds.
Wheeling argued that the insurance coverage, right to payment, and proceeds qualified
as an “account” or a “payment intangible” and
therefore its UCC-1 filing served to perfect
Wheeling’s security interest in the policy and
proceeds. The First Circuit rejected this argument on several grounds. First and foremost,
the Court observed that Section 1-109 of the
Uniform Commercial Code (here, the Maine
version) excludes from the reach of Article
9 “the transfer of an interest in or an assignment of a claim under a policy of insurance”
except for certain health insurance receivables
and assignments, and the proceeds of policies
in which there was a perfected security interest.
(The Article 9 insurance exclusion in Massachusetts is virtually identical.) Writing for the
First Circuit, Judge Bruce M. Selya held that
“the right to payment under an insurance policy . . . falls squarely within the heartland of this
exclusion” and therefore the filing of a UCC-1
cannot and does not perfect a security interest
in an insurance policy or claim proceeds.
The First Circuit’s analysis appears sound
on the facts of the Wheeling case, but the decision is a reminder of the sometimes controversial nature of the insurance exclusion in Article
9. See Verstein, “Bad Policy for Good Policies:
Article 9’s Insurance Exclusion,” 17 Conn. Ins.

secret claims.
The Fifth Circuit’s reasoning highlights
the difference between the scope of the federal
copyright statute and the protections actually
granted thereunder. This difference reflects
Congressional intent to protect some material
described in the federal copyright statute, but
to keep other material in the public domain.
If preemption applied to copyrightable material only, the States could easily undermine
Congressional intent for some material to
be in the public domain by affording it protections under state law. The consequence is
that trade secrets may be encompassed by the
scope of the federal copyright statute, even
though they are not copyrightable. As applied
to Spear Marketing’s software, the federal

Law J. 287 (suggesting modification of the
insurance exclusion). As the law now stands, it
is open to question whether lenders have any
certain means, including being named on the
policy as a loss payee, of securing an interest in
an insurance policy.
Wheeling may have disappointed some lenders who had hoped based on MNC Commercial Corp. v. Rouse, 1992 U.S. Dist. Lexis 22166
(W.D.Mo. 1992) that the courts would liberally view all insurance proceeds, even insurance on lost profits, as the proceeds of incomeproducing collateral and within the scope of
an Article 9 security interest created by the filing of a UCC-1. But see CPC Acquisitions Inc.
v. Helm, U.C.C. Rep. Serv.2d 669 (N.D.Ill.
2007) (negligent procurement insurance settlement involving damaged collateral considered proceeds, but not proceeds of settlement
involving business interruption income losses).
How might the First Circuit rule in a case
where the insurance proceeds arise from damage or destruction of inventory in which the
lender had perfected its security interest under
Article 9? Would the Court follow its strongly-worded decision in Wheeling and apply the
statutory insurance exclusion? Or would it rule
that because the underlying collateral was subject to an Article 9 security interest, the proceeds of the insurance policy are also subject
to the Article 9 security interest? Something to
think about before a secured party calls asking
you about the strength of its claim to a debtor’s
insurance proceeds! 

copyright statute applied to the noncopyrightable “know-how, ideas, procedures, processes,
systems, methods of operation, and concepts”
because they were expressed in software, a
tangible medium encompassed by the scope
of the federal copyright statute.
In the absence of a corresponding First
Circuit decision, Spear Marketing is a warning that limiting the scope of trade secret
claims to avoid federal courts may not achieve
the desired effect. Where trade secret claims
involve expression in material encompassed
by the scope of the federal copyright statute,
they remain vulnerable to removal based on
preemption regardless of how the allegations
are pleaded. 

Judge roach
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that “‘attorneys’ eyes only’ provisions will
be approved only when the need for such
a provision is carefully explained, when
there is no reasonable alternative to limiting the documents to ‘attorneys’ eyes only,’
and when the number of documents so
limited is minimized to the extent reasonable.” What is your practice for approving
“attorneys’ eyes only” provisions and confidentiality agreements in general?
A. I have found the use of “attorneys’ eyes
only provisions” is a much less rampant practice now than it was perceived to be when the
formal guidance was issued. Counsel appear to
be more attuned to which types of documents
should be kept confidential, and which should
not, partly because electronic discovery requires
the parties to focus on these issues early in litigation. On one end of the scale are documents
literally containing trade secrets, and on the
other are documents that may indicate a business strategy or contain non-secret customer
lists or potentially embarrassing information.
Because I highly value the public’s interest
in open access to the courts, I have difficulty
ruling on the merits of a dispositive motion if
the factual basis for that ruling is not accessible,
and I alert counsel to this concern early in the
litigation. Counsel and clients must be mindful
that, at some point, most if not all documents
will become part of the public record; there can
be no fair trial without public records.
Counsel are reminded that the new Uniform
Rules of Impoundment apply to disputes pending in the BLS.
Q. The BLS’s “Procedural Order Regarding Partial Dispositive Motions” requires
the moving party to request a status conference in advance of filing a partial dispositive motion, at which, the “Court will
decide … whether to permit such a motion
… .” What considerations do you take into
account when deciding whether to permit
the filing of a partial dispositive motion?
A. I consider whether the filing of a partial
dispositive motion is likely substantially to
advance and trim the case for trial, or is otherwise an effective use of the parties’ (as well as
the court’s) resources. For example, I particularly consider whether there are parties or significant issues that could disappear as a result
of a ruling on the motion, or whether the parties are likely to have a substantially similar trial
regardless of the outcome. While we of course
recognize certain cases may only be resolved
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once a dispositive motion has been litigated, we
attempt to maximize the merit of issues which
absorb that kind of time in the session.
One example of a partial dispositive motion
that may significantly impact a case is a partial
motion for judgment on a G.L. c. 93A claim, if
that claim is not entirely derivative of the contract or tort counts, and thus the potential for
multiple damages may cause the parties reasonably to assign very different values to the case.
Q. Do you encourage participation in the
BLS Discovery Project?
A. Yes, through the program I try to encourage the notion of proportionality in discovery.
Even parties with seemingly endless resources
need not expend such resources in relatively
low-value matters.
III. Discovery
Q. The standard Notice of Scheduled
Appearance for BLS Rule 16 Litigation Control Conferences requires counsel to bring
a proposed Tracking Order to the conference. Do you require or prefer the parties
to file a proposed Tracking Order or Joint
Statement in advance of the conference?
A. I welcome the parties’ submission of a written proposed Tracking Order no more than a
day or two in advance of the conference.
Q. Do you have a required format to which
the parties’ proposed Tracking Order must
adhere?
A. The BLS website provides a sample “Notice
of Rule 16 Conference,” which sets forth the
issues which must be addressed by the parties’
proposed Tracking Order.
If the parties are unable to reach agreement
on certain issues or deadlines with respect to
the proposed Tracking Order, they should set
forth separately, but within the same document, the items on which they differ and indicate the nature of the difference.
Q. Do you have established guidelines for
discovery of electronically-stored information (ESI)?
A. I do not have established guidelines for the
discovery of ESI, and prefer counsel attempt to
reach agreement on search parameters. Only
once intractable disputes arise should counsel
address these issues with the court.
Q. Under what circumstances, if any, are
you likely to impose sanctions in discovery
disputes? What form do these sanctions
usually take?
A. Generally, counsel practicing in the BLS
conduct themselves with a high-level of deco-

rum. As such, I have seldom needed to impose
sanctions. I have nevertheless done so on occasion when the content and tone of pleadings
and court argument belies good faith efforts
by parties or by counsel. Sanctions most often
take the form of costs or fees imposed in connection with discovery.
IV. Trial
Q. Massachusetts’ new voir dire law
allows for attorney-conducted voir dire,
upon request by counsel. The law provides that “the court may impose reasonable limitations upon the questions and
the time allowed during such examination,
including, but not limited to, requiring preapproval of the questions.” Chapter 254
of the Acts of 2014, Section 2. Do you permit panel voir dire or individual voir dire?
Under what circumstances?
A. It is common to conduct jury-waived trials
in the BLS; since the new voir dire law went into
effect I have had only one short jury trial. I have
always permitted a modified version of individual voir dire, wherein I would solicit questions
from counsel, but then I would address those
questions to the venire and to individuals at my
discretion. Now we are all attempting to follow the Superior Court Standing Order. To my
knowledge no BLS judge has yet to be part of
the panel Pilot Project.
Q. Do you permit counsel to give miniopening statements during voir dire?
A. I am unlikely to permit mini-opening statements, for fear of losing the jurors’ attention
prior to the start of trial. Business cases by their
very nature tend to be less interesting to jurors.
And business litigators in my experience are less
succinct in their courtroom presentations.
Q. Do you require counsel to submit their
voir dire questions to you in advance for
approval?
A. I believe most members of our court are
interested in pre-approval of the general topics
or subject areas, but not the specific language
of the questions, unless a problem develops in
that area.
V. Exhibits
Q. Do you require or prefer trial exhibits to
be pre-marked?
A. I require trial exhibits to be pre-marked. In
fact, this is one of my obsessions, if you will. On
the civil side of the court we no longer have live
court reporters in the room. This means there
is no independent, observant human being to
Continued on p. 6
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manage the volume of documents which usually accompany a BLS trial record. A judge cannot ethically do so.
I do not have a preference as to the manner in which exhibits are marked, so long as the
system is recognizable to the jury, and to the
appellate court reviewing the record. I would
encourage counsel to agree to mark a single
version of a document wherever possible as a
means of reducing the paper burden on the
judge, jurors and court staff.
I prefer to have a complete copy of the admitted
exhibits (with index) on the bench for my reference during trial.
I expect the parties will address issues related to admissibility of exhibits prior to trial.
Our jurors are the commonwealth’s most valuable resource, and I do not believe authenticating or disputing exhibits before the jury is an
appropriate use of their time.
VI. Conclusion
patent hold-up
ContinueD from p. 2
in which he elaborated an evidence-based
framework for adjudicating the increasingly frequent allegations of patent hold-up at
the ITC, and the concomitant argument
that SEP owners should not be entitled to
an exclusion order — an order enjoining
the adjudicated infringer from importing
infringing goods into the United States —
which is the only meaningful kind of relief
the ITC is empowered to grant, because by
filing a complaint with the ITC, SEP owners have violated their obligation to license
their patents on FRAND terms.
After evaluating the parties’ submissions and other data in the 613 Investigation, Judge Essex observed that while patent
hold-up is a theoretical possibility, there is
no evidence it has ever occurred in the real
world. Without evidence of actual patent
hold-up, he said, there is no justification for
depriving an ITC complainant of the statutory remedy to which it is otherwise entitled.
Federal Trade Commission (FTC)
Chairwoman Edith Ramirez disagreed.
Writing on her own behalf, Ramirez submitted a public statement to the ITC,
which was reviewing Judge Essex’s Initial
Determination, arguing that patent owners
should have to prove they did not engage
in patent hold-up before they may be entitled to relief. Two of Ramirez’s colleagues

Q. Do you have any practices with respect
to encouraging participation by “inexperienced” attorneys at court proceedings?
A. I would welcome greater diversity in BLS
proceedings, including participation by junior
or less experienced lawyers. I would appreciate
the senior attorney’s providing a brief introduction for the junior attorney at the outset of a
proceeding such as a motion hearing, or prior
to examining a witness at trial. Once apprised,
I will attempt to do my part to encourage that
person’s participation.
The caveat to this welcome is that the parties need to be sensitive to the jurors’ perception of the resources being expended at trial.
Also as a matter of decorum, generally only one
lawyer per party is permitted to address each
issue.
Q. Do you have any additional advice
for business litigation practitioners who
appear before you?
A. Less is more. While our caseload is considerably lower than those managed by the regudisagreed. In their own public statement
to the ITC, FTC Commissioners Maureen
K. Ohlhausen and Joshua D. Wright noted
they “support [Judge] Essex’s evidencebased approach,” which requires accused
infringers to prove actual hold-up before a
patent owner may be deprived of its statutory remedy.
The ITC has yet to weigh in on these
issues, but whatever approach it ultimately
adopts will likely have a significant impact
on the future participation of many major
contributors to standard-setting activities.
2. The Ninth Circuit: In July, the Ninth
Circuit Court of Appeals issued its muchawaited decision in the breach of contract
action brought by Microsoft alleging that
Motorola had violated its commitment
to license its SEPs on RAND terms. The
Ninth Circuit upheld the jury’s finding that
Motorola had breached its duty of good
faith and fair dealing when it: (a) offered to
license its SEPs to Microsoft at rates above
what the lower court ultimately determined
was the RAND range, and (b) sought to
enjoin Microsoft from making and selling
products incorporating standards comprising Motorola’s patented technology in the
U.S. and Germany. Motorola had sued
for injunctive relief only after Microsoft
“responded” to Motorola’s licensing offers
by suing for breach of contract. The Ninth
Circuit concluded there was enough evidence to suggest “that Motorola sought to

lar civil time standards sessions, each BLS case
typically presents a significant amount of work
for the session judges. Accordingly, counsels’
efforts to streamline proceedings are greatly
appreciated. It is always to the parties’ benefit
to provide easily digestible information to the
court. Doing so enables the court more quickly
to arrive at a clearer understanding of the issue
at hand, the better to appreciate persuasive
advocacy on that issue. 
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Cetrulo LLP, whose practice focuses in the areas
of commercial litigation,
products liability and
pharmaceutical litigation.
Leard serves on the board
of directors for the Massachusetts Bar Association’s
Young Lawyers Division, and is a member of its Complex Commercial Litigation Section.

capture more than the value of its patents
by inducing holdup” and that it had filed
its injunctive actions to further its hold-up
strategy.
In arriving at its conclusion, the court
did not address, let alone consider, Microsoft’s apparent refusal to engage Motorola
in licensing negotiations (and its decision to
“respond” to Motorola’s licensing offer by
suing for breach of contract). The court thus
left open the question of what constitutes
an “unwilling licensee” and whether SEP
owners facing unwilling licensees are ever
permitted to seek injunctive relief when
enforcing their patents.
3. The EU Court of Justice: Also in July, the
Court of Justice of the European Union
(ECJ) took up the question of whether
seeking injunctive relief for infringement of
SEPs may run afoul of Article 102 of the
Treaty on the Functioning of the European Union (TFEU), which prohibits companies that enjoy market dominance from
abusing their dominant position by, among
other means, “limiting production, markets
or technical development to the prejudice of
consumers.”
Although acknowledging that the owners of SEPs have the statutory right to bring
actions seeking injunctive relief for infringement, the court explained that SEP owners
must first meet various conditions to avoid
being liable for abusing their market domContinued on p. 7
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inance: they must provide alleged infringers with both notice they are infringing
(along with a specification of how they are
infringing), and a specific offer to license on
FRAND terms (along with a description of
how the proposed FRAND royalty rate was
calculated). Only after a patent owner has
fulfilled these obligations, and “the alleged
infringer has not diligently [and promptly]
responded to [the patent owner’s licensing]
offer” either by accepting the offer or by
making a specific FRAND counter-offer in
writing, may the patent owner seek injunctive relief without potentially abusing its
market position.
trade secret
ContinueD from p. 3
In September 2015, Judge Woodlock held
that a company had stated a claim for misappropriation of trade secrets sufficient to withstand a motion to dismiss. The company
accused its distributor of sharing its “sensitive
and confidential customer and pricing information” with its competitor, despite the distributor’s promise to keep it confidential.
In concluding that the company had plausibly alleged that the customer list constituted a
trade secret, the court found that the “Jet Spray
Cooler” factors pointed to trade secret protection, given the company’s allegations that it
took significant efforts to compile and prepare
the information, that the information was central to its business operations and provided it
with a competitive advantage, that it had not
conveyed the extent of its customer portfolio to
anyone other than the distributor, and that the
customer information was not otherwise in the
public domain.
So, is your client’s customer list a trade
secret? As with any fact-intensive analysis, the
answer is, “it depends.” But you can advise your
client to take the following steps to make sure
its customer list meets the standard for trade
secret protection:
First, ensure that the customer list is comprised of information that your client put
together through its own hard work and experience, and that it is not merely a compilation
of publicly-available information. Second, keep
it safe! Your client should never disseminate
the customer list outside of its company, and
should only make it available to employees on a
“need to know” basis. Your client should keep
the list somewhere secure, with password protection and layers of security. Finally, be sure
that your client can demonstrate the value of

Implications
The future of standard-setting activities is
uncertain. Balancing the competing concerns
of innovators and of implementers is critical.
As Judge Essex has noted, without the threat
of injunctive relief, implementers of standards
may not have enough of an incentive to engage
in licensing negotiations — let alone an incentive to pay a royalty for using the patented technology of others — because they know that,
at worst, they will get sued and will be made
to pay the same FRAND rate they would have
had to pay for using the patented technology in
the first place. If the implementers of standards
do not have an incentive to pay to use the patented technology embodied in those standards,
then innovators will no longer have any incen-

tive to contribute their patented technology to
the development of those standards, and the
development of standards will suffer as a result.
A singular concern over patent hold-up may
skew the balance to such a degree that innovators will be incentivized to opt out of standardsetting activities altogether. Such an outcome
will not only hurt consumers and businesses,
who have come to take the interoperability
of their devices and systems for granted, but
may hurt the future of American technological innovation, which relies on the participation and cooperation of innovators across many
different businesses and organizations working
together to develop and refine the basic platform on which much of the world’s technological development now rests. 

this list to its business. Your client should keep
track of its efforts to develop it. Did your client generate a number of leads by attending an
expensive conference? It should keep track of
that. Did your client spend years cultivating
a particular customer relationship? It should
memorialize that information.
Now, what can your client do if its former
employee did not take a physical copy of the
list, but instead took the names of customers
that were “in his head”? Unhappily for your
client, absent a non-competition or non-solicitation agreement, the employee is “entitled to
use his general knowledge, experience, memory and skill” in establishing his new business,
including “remembered information.”4 In other
words, your client would be hard pressed to
prevent its former employee from relying on his
own memory without some additional form of
protection.
Thus, to help ensure the secrecy of this
important proprietary information, even if it
does not rise to the level of a trade secret, your
client should consider implementing confidentiality, non-solicitation and non-competition
policies.
Confidentiality agreements are fairly noncontroversial and simple to enforce. They can
be contained in the employee handbook or a
separate agreement, so long as the employee signs a document saying that he or she has
reviewed the policy and consents to be bound
by its terms.
Non-solicitation and non-competition competition agreements can be more difficult to
enforce. A narrow non-solicitation agreement
would prevent an employee from diverting
business opportunities away from his former
employer, or from contacting that employer’s
customers or employees, for some reasonable
period of time. A broader non-competition

agreement would prevent the employee from
working in that field, whether the employee
directly solicits the former employer’s business
or not.
Non-solicitation and non-competition
agreements are enforceable in Massachusetts
so long as they are: (1) necessary to protect a
legitimate business interest of the employer; (2)
supported by consideration; (3) reasonably limited in time, space, and subject matter; and (4)
consonant with the public interest.5 Your client’s employees will need to sign new non-solicitation and non-competition agreements with
every material change in their employment for
them to remain enforceable.6
The inconvenience of preparing and updating such agreements may well prove worth it
to your client in the end. Why leave it to trade
secret law when your client can put in writing, within reasonable limits, the precise form
of protection it desires and can expect? Such
agreements are the surest protection against a
former employee bent on competing against
your client with pilfered information, whether
or not Massachusetts law would recognize that
information as a “trade secret.” 
1.
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925 (Mass. 1972).
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approved the mergers. In both cases, independent directors moved to dismiss the claims
against them because the plaintiffs failed to
plead any claims that were not exculpated by
their company’s charter provision adopted
pursuant to 8 Del. C. § 102(b)(7).
In reaching its holding on the appeals,
the court rejected the plaintiffs’ argument
that they should be entitled to an automatic
inference that the directors who facilitated the
interested transaction were disloyal where the
transaction involved a controlling shareholder.
The court held that “to require independent
directors to remain defendants solely because
the plaintiffs stated a non-exculpated claim
against the controller and its affiliates would
be inconsistent with Delaware law and would
also increase costs for disinterested directors
... without providing a corresponding benefit.”

The court explained that “[a]lthough it is
wise for our law to focus on whether the independent directors can say no, it does not follow
that it is prudent to create an invariable rule
that any independent director who says yes
to an interested transaction subject to entire
fairness review must remain as a defendant
until the end of the litigation, regardless of the
absence of any evidence suggesting that the
director acted for an improper motive.” Thus,
the decision preserves room for the important
role of independent directors in serving as
members of special committees and negotiating transactions with controlling shareholders
by enabling independent directors to escape
from litigation where there are no claims that
they breached their duty of loyalty.
Takeaways
For plaintiffs, the Cornerstone decision
provides the following guidance: “[w]hen a
director is protected by an exculpatory charter
provision, a plaintiff can survive a motion to

FOURTH ANNUAL UCC CONFERENCE

dismiss by that director defendant by pleading
facts supporting a rational inference that the
director harbored self-interest adverse to the
stockholders’ interests, acted to advance the
self-interest of an interest party from whom
they could not be presumed to act independently, or acted in bad faith.” Id. at *14. In
short, if a plaintiff fails to plead specific allegations implicating a director’s duty of loyalty or good faith, then that director will have
grounds to be dismissed from the case.
For independent directors, it highlights
the protection offered by exculpatory charter
provisions adopted pursuant to 8 Del. C. §
102(b)(7).
The bottom line is that the Cornerstone decision provides guidance that will be
instructive to both litigants and companies
when contemplating the best strategy for initiating or defending against breach of fiduciary duty claims and for organizing Delaware
corporations to begin with. 
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