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Introduction
The best advice usually is: stay out of court.igaition is expensive, and often slow. As
well, it is a distraction. It takes up the timekefy employees. Particularly in the IT area,
where technology and markets change very fastcinisbe counterproductive.
However, like surgery, litigation, though unpleds@sometimes necessary.

This talk will focus on:

» the various kinds of information technology litigat that we see in the courts in my
experience;

» the nature of the intellectual property or othghts that may be at stake in such
litigation; and

» the remedies that are available if you either riedafing a IT claim against someone
else, or if one is brought against you.

What kinds of IT lawsuits happen?

Compared with some other industries, e.g. pharnm@meds; there is comparatively little

litigation involving intellectual property/inform@ain technology. Perhaps this is because

things change too fast in the IT industry for ktigpn to be practical.

Litigation having to do in some way with informatitechnology, cyberspace, computers,
software etc. usually in my experience is in onéheffollowing areas:



Outright piracy: As everyone knows, it is illegal to download miefary software
without a license unless it is shareware or somahdte public domain, or to make or
sell pirated discs. There are some reasonablyteféeways of dealing with this through
litigation. The issue in such a case is the cfistveness of various enforcement
procedures. In this context, it is useful to mem#nton Piller orders, discussed below.
Such a case may also come up in the context oftlep@mployees taking proprietary
material with them.

Software copyright infringement disputes In such a case there is an issue as to
whehther intellectual property rights are infringgdhot. A typical scenario might be that
Company A has developed and is marketing softwdmne employees leave Company
A and start Company B, which “develops” competiofjsare similar to A’s. Company

A sues B, but B claims that it developed its sowmge independently, using methods
well known to programmers and therefore not praaneto A. B says any similarities
arise because many of the steps in A’s softwarénatee public domain. How different
must A’s software be from B’s? The answer may ime@xpert analysis of similarities

or differences in the source code. The court magicer the "look and feel” of the
software. The cases do not seem to be consistent.

Database/compilation disputesSuch a case may be hi-tech or low-tech. A list o
names or contacts or listings can be proprietdormmation if it is kept confidential, or it
may be proprietary because it is a work capabbtodicting copyright protection. In the
latter case, the question is whether the workiigjilwal". There are cases saying the
issue is the extent of the “sweat of the brow” exqesl.

Domain name disputesThese have got a lot of press lately. | thinktaer speaker is
talking about them. In short, these case are lysiatle-mark disputes, complicated by
the international nature of the internet, and ttes@nt method for assigning domain
names Domain names ending in “.com, .org or .goe"given out by a domain name
registrar that is a private company called InterdiQNetwork Solutions. InterNIC
doesn't check intellectual property rights. Entisipg hackers were thus able to grab
coke.com and ronald@mcdonalds.com. InterNIC hasldped a dispute policy, but it
has not solved the problem.

There have been one or two domestic Canadian cAkesnal trade-mark law will apply

if both parties are in Canada. Things get compidas one of the companies is based in a
different country. As well, there have been disguivhere two parties with the same
name, but in different business have a dispute.

There is an international turf war at present betwthe World Intellectual Property
Organization (WIPO) and the US government as to thmse problems should be dealt
with in future. Everyone seems to agree there shbelmore generic top level domain



names, and some kind of international arbitrati@tedure for settling the name
disputes. The US and WIPO disagree on the details.

Patent suits There does not seem to be much patent litigatid®anada about
information technology. Softwaper seis at present not patentable in Canada because it
is seen as merely a mathematical process or digaoritather than an "invention" within
the definition of that word in the CanadiBatent Act. However, software may be
patentable if it is part of some larger physicalgat that carries out some function, in the
view of the Canadian patent office. For examplieetter router used to direct internet
messages may well be patentable i.e. a physicalimaprogrammed to do something.
Lycos has recently obtained a broad patent in thdddits internet search engine
technology which it says many of its competitorg/nmdringe. Many people will
remember the dispute some years ago about the Gompatent, a system for retreiving
multimedia information, which had brought claimyeong essentially any multimedia
product, but it was eventually re-examined by ti&RAtent and Trade-mark Office and
in effect revoked.

The computer system doesn’t do what it was supposéd do: These cases are
contractual disputes. The typical scenario is:ragany buys hardware/software, hoping
to improve its accounting/record keeping/order kegpr whatever. Unfortunately, the
system does not work as it should. Was the hardwattee software no good? Did the
purchaser have unrealistic expectations, or dagiihaps fail to communicate what it
wanted? The hardware people blame the softwanelgesndvice versa. Such cases can
be extremely convoluted, and in my experience galyezither settle or fizzle out before
trial.

Legal rights typically at issue in IP/IT litigation

It is probably worthwhile to take a minute to dissuhe legal rights themselves that may
be at the basis of information technology litigatio Canada. They are often confused
with each other. In fact, they are quite differemtd the principles in each area are often
quite different:

» Copyright: the sole right to reproduce an original work.\w#otk" may be software,
multimedia or a databases. The work need not bsteegd to attract copyright
protection. Nor need it be "artistic" or "literdryThere were extensive changes to the
Copyright Act in 1997, called Bill C-32, but these did not gedigrimpact on the
internet or IT industry. There is confusion as teether browsing on the internet is a
substantial taking that constitutes copyright imfement, with various committees
coming up with different positions. These questianll be addressed in Phase Il of
the reforms to th€opyright Act, which may be years away.



* Trade-mark: the right to use a proprietary word or desigtheiregistered or
unregistered, to distinguish wares or services filoose of others. The significance
of this in IT-related litigation seems to be maimythe domain name context, where
the situation is in flux.

» Patents the inventor of a new and useful invention igtiad to obtain a patent,
entitling the inventor to twenty years exclusive w$ the invention from the date the
patent was applied for. A patent can be a tremesigoaluable right, and litigation
on patent-related issues may be extremely complex.

» Confidential information : if information is imparted in circumstances whens
understood that it is to be kept confidentialsiaictionable to release or use the
information without permission. This may apply; &xample, to former employees,
consultants, former or potential business partetrs It is always better if there is a
confidentiality agreement, although a breach offidentiality case may sometimes
succeed even in the absence of an express agreemestight can be of profound
importance in the Information Technology business.

» Breach of contract We all know what a contract is. Much litigationthe IT area
arises because some joint venture agreement, eegégreement, agreement to
supply, escrow agreement etc. has allegedly bezacbed. It is difficult to
generalize about such a case, as the circumstaraesary greatly.

If there is litigation, the party that has begupribbably has an interest in getting a
successful result or settlement as quickly anccétfely as possible. The party on the
other side, if there is a legitimate claim, maydigve an interest in getting the dispute
resolved, in view of the expense and inconveni@iggoceeding.

The fact is however that many businesses are firmeto time faced by a frivolous
claims, or a claim that, for example, may have d@enght by a much larger competitor
in order to intimidate or harass its competitonsthat case the objective is to somehow
get the case dismissed or settled on acceptabhs &s quickly as possible.

The court mechanisms for getting claims enforcedigposed of with include the
following:

» The normal discovery and trial processA sues B. The parties exchange pleadings.

There will typically be productions of documentslahiscovery. Then the matter
eventually goes to trial, if it does not settlestir The length and expense of all this
will vary greatly depending on the case. BothRhevincial courts and the Federal



Court have begun various experiments with bothrAd@ve Dispute Resolution
(ADR) and with "case management" by judges, in Withere are conference calls or
meetings with the judges in an effort to get theeamoving along more quickly and
efficiently.

Interlocutory injunction : a traditional weapon in the arsenal of the ietlial
property litigator. Essentially, it is a court erdn the course of the litigation,
ordering that one side stop some offending actmitgelling the allegedly infringing
product before the trial has yet taken place. Surcjunction can be obtained very
quickly, sometimes within days, or in an emergeewsn within hours. There is a
complex three part test, namely, does the movimty pave gorima facie or arguable
case, will either side suffer "irreparable harmthié injunction either is or is not
granted, and the "balance of convenience" i.e. vkide will have its business
disrupted more if the injunction either is or ig goanted. An undertaking to pay the
other sides' damages, if the injunction is wrorgggnted, must be given by the
moving party. Interlocutory injunctions have be@somewhat more difficult to get
in recent years in the Federal Court (the diffeegnetween the Federal Court and
provincial courts is discussed below);

Summary judgment If the issues in the case do not call for d,tedher side can
bring a summary judgment motion to get either judgtror to get the case dismissed.
Instead of a full trial, there is an appearanceige judge on affidavits. A court date
can be obtained comparatively quickly. For a gi#ijrthis can be a good way to
enforce a meritorious claim fast. For a defendamay be a way to get rid of a
frivolous case at comparatively lower cost. Ifrthes a factual disagreement as to
what happened, then summary judgement will probabtybe granted because the
court will say there should be a trial, so thatjtidge can watch the demeanor of the
witnesses and decide who to believe. Summary judgéseems to have become a
somewhat more popular method of dealing with iat#llal property claims in recent
years.

Anton Piller order: Essentially, this is a search warrant grantea party in a civil
dispute. The name comes from the English case vauetea remedy was first
granted. The order allows a party to arrive withwarning at the premises of the
other, and seize documents, infringing material 8tch an order can be obtained
from the courex parte, meaning, without notifying the other party. Tde seeking
the order must convince the judge that the parbetthe target of the search is hiding
something or evading the law in some unscrupulcays vAnAnton Piller order can

be a very powerful tool in an enforcement situatiorolving clear piracy. It may be
necessary for the moving party to post a bond thighCourt, in case the defendant
suffers damage because the order should not havedranted.



» Alternative Dispute Resolution (ADR) etc: There are various options involving
mediation, or arbitration. These can be done eiththin the government court
system or outside through some private mediaticartoitration service. The idea is
that the dispute will be cheaper and quicker tolwes Such methods work best if
both parties have a genuine interest in gettinglibigute resolved e.g. two business
parties that have an interest in continuing to wodether in future. There is also the
so called "Private Court" - former judges and lassygvho may be available to
resolve or try a case more quickly than the "realirts. If there is a mutual interest
in getting the matter resolved quickly, such methsidould be seriously considered.

A word on the Federal Court and the provincial couts: Civil disputes in Canada are
usually brought in the courts of general jurisdiotof the province. In Ontario, this is the
Ontario Court (General Division). There is alsbesleral Court. It has limited
jurisdiction over certain areas under federal fliason, including patents, trade-marks
and copyright. These cases can also be broughéiprovincial courts, however.

It is becoming more common for intellectual propelisputes to be brought in the
provincial courts, if an interlocutory injunctios 10 be sought because appellate decisions
in the Federal Court have made it more difficulg&t an interlocutory injunction.

Both courts have their pros and cons. There amegbfferences in procedure, which
may or may not be significant in a particular cakegeneral, the Federal Court judges
are thought to have greater expertise in intellqooperty cases.



