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PART 1 – ADVERTISING INJURY IN COVERAGE PART B OF THE CGL 
______________________________________________________________________________ 
 
I. IS ADVERTISING INJURY COVERAGE FREQUENTLY IGNORED BY AGENTS AND INSUREDS?  

A. Underwriters offering GL coverage do not generally base premium on any set of 
ratings that contemplates the likelihood of advertising injury. According to ISO, 
deleting Coverage Part B results in only a 2% deduction to the CGL premium. Most 
underwriters treat Coverage Part B as a “free” product. 

B. Legal liability and commercial torts of the type litigated under Coverage Part B are 
not taught at the agent licensing level, nor are they frequently discussed in CE 
programs. 

C. Insureds do not make coverage part B comparisons between carriers or part of 
their express purchasing criteria or product requirements.  

D. Many of the claims related to intellectual property torts (trademark, trade dress, 
copyright and patent infringement, tortious interference) have historically been 
seen as “business disputes” for which no coverage is afforded. 

E. Carriers do not teach this coverage, and historically agents were told that 
companies in the “advertising” business needed an advertising or media liability 
policy, but now companies conduct their own advertising, create their own web-
based content, and advertise or link to other companies or organizations. 
Organizations create their own media, so this advice is too simplistic. 

II. WHY MIGHT ADVERTISING INJURY AND IP COVERAGE BE MORE IMPORTANT TODAY THAN 
IN THE PAST? 

A. Internet technology pushes the boundaries of defamation law, creates the 
opportunity to discover copyright and trademark violations, cyber squatting 
claims, etc. Copying and duplication, whether intended or otherwise, is easier to 
accomplish and easier to discover. 

B. The value of the AI section of the CGL policy depends in large measure on the 
scope of claims it might defend. 

C. The increase in IP litigation and a greater understanding of IP claims by a wider 
variety of companies and lawyers will put added pressure on insurance carriers to 
address these exposures. IP exposure is no longer limited to major cities and 
boutique law firms.  
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III. SUMMARY OF KEY “PERSONAL AND ADVERTISING INJURY” COVERAGE PROVISIONS 

1973 ISO Form  
Enumerated Offenses 

1986-1996 ISO Form  
Enumerated Offenses 

2001-Current ISO Form 
Enumerated Offenses 

• Libel 

• Slander 

• Defamation 

• Violation of privacy 

Oral or written publication of material 
that slanders or libels a person or 
disparages goods, products or services 
 
Oral or written publication of material 
that violates a person’s right of privacy 

Same as 1996 

• Piracy 

• Unfair Competition 

Misappropriation of advertising ideas 
and style of doing business 

The use of another’s advertising 
idea in “your advertisement” 

• Infringement of 
copyright, title, or 
slogan 

Infringement of copyright, title or slogan Infringing upon another’s 
copyright, trade dress or slogan in 
“your advertisement” 

 False arrest, detention, malicious 
prosecution, wrongful eviction, entry or 
invasion into private occupancy, room, 
dwelling or premises 

Same 

• No definition of 
advertising 

No definition of advertising Advertising defined as notice that is 
published to the general public or 
specific market segments for the 
purpose of promoting goods or 
services 

 
IV. THE LANGUAGE OF IP: PATENTS, TRADEMARKS, TRADE DRESS AND COPYRIGHT BASICS  

Understanding the language of intellectual property (IP): 

• Patent = Novel invention or business method 

• Trademark = Indicates origin, sponsorship, promotion, or source 
of goods and services or endorsement 

• Trade Dress = Overall look, shape, and appearance 

• Copyright = Creative or expressive work in tangible form  
 
 

A. Trademark basics 

1. “TM” means a party is claiming trademark rights and may have a pending 
registration. 
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2. ® means the party has a registered mark on the principal register of the 

USPTO. 

3. Defined: A word, picture, symbol, sound, or combination of discernible 
non-functional, non-descriptive, distinctive, or fanciful elements that are 
affixed to the goods or provided with the services so as to designate the 
source or origin of the goods or services. 

4. May arise by common law and survive indefinitely by continuous use. In 
addition to the USPTO, each state will accept trademark applications for 
“state marks.” 

5. “Secondary meaning” or acquired distinctiveness is an important term of 
art used to convey the idea that a trademark or trade dress even though 
descriptive or common is sufficiently well known as to indicate a particular 
source, origin, or manufacturer. “Pink” for Owens Corning fiberglass 
insulation or the color brown for UPS delivery are examples of color based 
trade dress that has secondary meaning.  

B. Copyright basics 

1. Created from inception of the work but only enforceable in court if 
registered. Must file “deposit material” with the copyright office. 

2. Defined: An original creative expression or compilation including music, 
architectural drawings, motion pictures, recordings, books, sculpture, 
plans, data, software programs, or other works reduced to a tangible 
medium and not otherwise in the public domain. 

3. Duration: 75 years after the life of the author. (There are various 
exceptions and varying time periods for certain works beyond the scope of 
this outline.) 

4. See Chart at End of Outline for Summary of Differences in IP. 

C. Privacy torts 

1. Right of Publicity Claims: Use of a celebrity name or likeness without 
consent for commercial purposes. 

2. Use of a non-celebrity name or likeness (little or no royalties but still 
actionable). 

3. Intrusion into Seclusion: Non-consensual physical or electronic entry into 
an area where there is a legitimate zone of privacy. 
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4. Disclosure of private facts (secrets, PHI, zone of privacy). 

D. Defamation 

1. Libel: Written publication of false facts that re injurious to an individual or 
an organizations’ reputation. 

2. Trade libel: Species of libel in a commercial or business context. 

3. Slander: Spoken words that are false, misleading and injurious to one’s 
reputation or business. 

E. Traditional and evolving sources of IP coverage for copyright, trademark and trade 
dress claims. 

1. Advertising injury coverage in the CGL. 

2. Miscellaneous Errors & Omissions coverage. 

3. Cyber liability/privacy forms. 

4. Media liability forms. 

5. Stand-alone IP policies (niche markets). 

V. GENERAL LIABILITY FORM – ISO COVERAGE PART B – 1986 TO 1996 

We will pay those sums that the insured becomes legally 
obligated to pay as damages because of “personal injury” or 
“advertising injury” to which this insurance applies. We will have 
the right and duty to defend the insured against any “suit” 
seeking those damages. However, we will have no duty to defend 
the insured against any “suit” seeking damages for “personal 
injury” or “advertising injury” to which this insurance does not 
apply. We may, at our discretion, investigate any “occurrence” or 
offense and settle any claim or “suit” that may result. 

 
A. Under Coverage B, the insurance applies to: “Advertising injury” caused by an 

offense committed in the course of advertising your goods, products or services; 
but only if the offense was committed in the coverage territory during the policy 
period. 

B. Advertising injury under the ISO form means: 

• libel or slander of person or their goods or services 

• written publication of material violating right of privacy 
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• misappropriation of advertising ideas or style of doing business 

• infringement of copyright, title, or slogan 
 

C. In 1986, ISO revised the form to replace “unfair competition” with the phrase 
misappropriation of advertising ideas and style of doing business while eliminating 
the trademark, service mark and trade name exclusion thus implying that claims 
related to trade dress would be included under the 1986 revision. Adolpho House 
Distributing Corp v. Travelers Property and Casualty Ins. Co., 2001 U.S. Dist. LEXIS 
14489 (S.D. Fla. 2001)(recognizing that Florida Supreme Court had not yet 
construed the insurance terms “advertising injury” and that trademark and trade 
dress infringement meet the definition of advertising injury in the CGL policy). 

D. For more detailed discussion see K. Lambrecht, “The Evolution of the Advertising 
Injury Exclusion in the Insurance Service Office, Inc.’s Comprehensive General 
Liability Insurance Policy Forms,” 19 Conn. Ins. L. J. 185 (2012/2013). 

E. Where is the advertising in advertising injury? Under old GL forms, direct 
solicitation to one customer could be a form of advertisement. See Tri-State Ins. 
Co. v. B&L Products, Inc., 964 S.W.2d 402 (Ark. Ct. App. 1998); John Deere Ins. Co. 
v. Shamrock Industries, 696 F. Supp. 434 (D. Minn. 1988) aff’d. 929 F.2d 423 (8th 
Cir. 1991).  

F. Catalog sales could be considered advertising, and trade dress infringement could 
trigger a duty to defend. El-Com Hardware v. Fireman’s Fund Ins. Co., 111 Cal. 
Rptr. 2d 670 (Cal. Ct. App. 2001)(dissemination of products with alleged infringing 
trade dress satisfied advertising requirement where there was display and 
presentation of products to a significant number of clients at trade shows and 
independent dissemination of product catalog depicting the infringing handles). 

VI. AGENT’S GUIDE TO ENUMERATED OFFENSES IN MOST  

Historically, the overwhelming majority of ISO-based “personal and advertising” injury forms 
purport to provide liability coverage for all or most of the torts listed below. There have been 
some serious erosions of coverage for IP claims which are discussed later. Here are other 
potentially covered torts. 
 

A. False arrest or imprisonment: Shoplifter is wrongfully arrested and  
suspected shoplifting and is not prosecuted or is acquitted. Customer sues retailer.  

B. Malicious prosecution: Bringing a lawsuit or continuing to sue when the plaintiff 
knows that the lawsuit is groundless for lack of proof or when contrary to the 
settled law usually coupled with some improper purpose or motivation. 

C. Wrongful eviction, entry or invasion of right of occupancy of room, dwelling or 
premises committed by or on behalf of owner, landlord or lessor. 
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D. Libel (written) and slander (verbal) of person or an organization’s goods, products 
or services – generally referred to as trade disparagement. 

1. Truth is a defense. Various privileges may apply. 

2. Heavy evidentiary burden on public figures and officials to prove liability: 
must show reckless disregard for the truth. 

E. Oral or written publication violating right of privacy. 

1. “False light”: Portraying someone in a misleading or inaccurate way 
(closely resembles libel). 

2. Disclosure of private facts, e.g., medical conditions 

3. “Intrusion into seclusion”: Physical entry into private home, business or 
other place. 

4. Misappropriation of name or likeness: Use of picture, drawing or rendition 
of person on product label or advertising. 

F. Copyright infringement: The unauthorized copying of a protected work of creative 
expression. Commonly protected copyrighted works: Printed materials including 
books, magazines, and journals, sound and audio recordings, tests, data, studies, 
architectural drawings and plans, software programs. 

G. Misappropriation of advertising ideas: Wrongful taking of advertising themes and 
content having discernible and independent creative components. This is not a 
well established theory in all jurisdictions and again overlaps with trademark law. 
The Taco Bell litigation is a good example. 

H. Trademark infringement examples: 

1. Stonewood Tavern v. Wood Stone Grill: restaurants using similar name.  

2. Cerveceria Modello d/b/a Corona Beer v. Corona Cigar Bar.  

3. Red Bull versus restaurants serving Rock Star or substitute (also 
Pepsi/Coke problems).  

4. Knock off golf clubs.  

5. Collegiate or school apparel: Non-licensed merchandise associated with 
colleges or schools (Dodge v. Lake Mary H.S. “Rams” or University of 
Miami the “U”) 
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6. The defendant uses another’s “mark” meaning a fanciful, arbitrary or 

distinctive word, picture, or symbol, which is understood to be associated 
with a particular company in a way that creates confusion in the 
marketplace or creates false affiliation or sponsorship in the eyes of the 
consuming public. Marks that are descriptive, generic or suggestive of the 
goods or services (1st Class Dry Cleaners, Orlando Pools) may be entitled to 
little or no protection. 

I. Trade dress infringement: Similar to trademark infringement; confusion created 
by the use of exterior labels, packaging, or design of a product (“knock offs”). 

1. Infringement also occurs by creating false affiliation or endorsement by a 
markholder. E.g., use of “brown” delivery truck for delivering packages, 
American Heart Association approved food label or claims that a product is 
authentic “Navajo” jewelry. 

VII. UNDERSTANDING THE DUTY TO DEFEND AND THE IMPACT OF AMBIGUOUS LANGUAGE 

A. The “four corner” rule of insurance policy interpretation 

In most jurisdictions the duty to defend a liability claim after suit is filed is 
determined by a review of the allegations in the complaint in comparison to the 
coverage afforded under the policy. This is known as the “four corners” rule or 
the “eight corners” rule. This means that, in deciding whether a duty to defend is 
owed, the court: (a) must accept the facts pled as true and not consider 
“extrinsic evidence”; (b) must look solely to the four corners of the policy; and (c) 
four corners of the complaint.  
 
Again, in most jurisdictions, the insurer must review the policy language in light 
of the complaint, and if there is any reasonable possibility that coverage exists to 
pay for damages claimed under any of the theories alleged, the carrier is held 
duty bound to provide a defense for the entire lawsuit. 
 
The fact that some or all of the claims may be subject to exclusions also does not 
necessarily obviate a carrier’s duty to defend, unless it is clear from the 
allegations that all of the compensable damages fall within the exclusion(s). 
Coverage extensions are construed broadly and exclusions are construed 
narrowly in a light more favorable to the insured. 
 



 

David Henry (02/2018) 
www.marshalldennehey.com 8 

Because the duty to defend is broader than the duty to indemnify, most courts 
do not allow a carrier to truncate the defense offer, but (in many jurisdictions) 
the attorney hired by the insurer must defend the entire lawsuit, including 
claims that are not covered.  

 
B. The value of the “Duty to Defend” to the insured is enormous. 

1. The costs of IP litigation: Some important numbers for clients and insurers. 

a. Figures from 2015 AIPLA Economic Survey data, with some 
rounding adjustments. Dollars in thousands (000). The figures 
reflect median costs through discovery/through trial. Median 
averages from survey reflected. This does not include mediation 
and settlement discussions, which the survey suggests average 
another $50-100K, depending on the amount in controversy and 
the number of parties. 

Amount in Controversy 

Type of Case <$1M $1-10M $10-25M 
Patent Infringement 400/650 950/2000 1900/3100 

Trademark Infringement 150/325 263/500 400/720 

Copyright Infringement 150/250 250/500 500/750 

Trade secret misappropriation 250/500 500/925 800/1500 

 
C. The duty to tender and the carrier’s liability for pre-tender expenses 

Litigation costs incurred by the insured before tender of the summons and 
complaint are almost never paid by the insurer. 
 
Two rules for insureds: 

 
1. The carrier is not obligated to pay pre-tender expenses regardless of their 

necessity or reasonableness. The insured is thus strongly encouraged to 
tender immediately. 

2. Notice to the agent of the carrier may be sufficient to constitute tender. 
The carrier may be obligated to pay pre-tender expenses if the agent failed 
to forward a reported claim. Notice to the agent is often deemed notice to 
the carrier. 

D. The Reservation of Rights letter (ROR) 

A thorough discussion of RORs is beyond the scope of this outline. The purpose 
of an ROR, generally, is to inform the insured at the outset of the litigation of the 
limitations or exclusions in the policy so that the insured can take steps to 
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protect its own interests. Most jurisdictions recognize that the carrier has some 
duty to provide the insured with fair notice of those damages alleged in a lawsuit 
which may not be covered under the policy. A failure to send a reservation of 
rights letter may be evidence of bad faith, and in some limited circumstances, 
depending upon state law, the carrier may forfeit its right to rely upon a 
coverage exclusion if that exclusion is not explained in a ROR. Some states 
impose specific deadlines or time frames within which the letter must be sent. 
The legal import of a ROR varies greatly by state law. Most IP-related litigation 
involving CGL or other similar coverage will result in a ROR being sent to the 
insured. 

 
VIII. 1998 AND 2001 REVISIONS TO THE ADVERTISING INJURY FORM 

Since 1998 the coverage form states:  
 

‘Personal and Advertising Injury’ means injury including 
consequential ‘bodily injury’ arising out of one or more of the 
following offenses: 

 
a. false arrest, detention or imprisonment; 

 
b. malicious prosecution; 

 
c. wrongful eviction from or entry into room, dwelling or 

premises that a person occupies, committed by or on 
behalf of its owner, landlord, lessor; 
 

d. oral or written publication of material that slanders or 
libels a person or organization or disparages a person’s or 
organization’s goods, products, or services; 
 

e. oral or written publication of material that violates a 
person’s right of privacy; 
 

f. the use of another’s advertising idea in your 
“advertisement”; or 
 

g. infringing upon another’s copyright, trade dress or slogan 
in your “advertisement.” 

 
The language in italics is new for 1998 and was ISO’s first attempt to ensure that the policy 
responded to claims arising from advertising of a product where the harm or wrongdoing is 
related to the insured’s advertising. 
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Under the 1998 ISO general liability form: 
 
‘Advertisement’ means a notice that is broadcast or published to 
the general public or specific market segments about your goods, 
products or services for the purpose of attracting customers or 
supporters. 
 
Regarding websites, only that part of website that is about your 
goods, products or services for purposes of attracting customers is 
considered an advertisement. 
 

The purpose of the change in the definition was to make clear that not all of an insured’s 
website content constitutes advertising. The purpose was to avoid liability for careless 
“linking,” chat room liability, message boards and other web pages that are not part of the 
insured’s actual advertising efforts. 
 
IX. DAMAGES IN TRADEMARK AND COPYRIGHT CASES 

While the duty to defend is important, the duty of indemnity is no less so because the damages 
in copyright and trademark cases can be crippling to a company whose only product is the 
subject of suit. 

 
A. In a trademark case, the plaintiff may recover: 

The plaintiffs lost sales 
 

+ 
 

The defendant’s profits from infringing activity (disgorgement 
theory) . . . so long as they are not duplicative 

 
+ 
 

treble damages for willful infringement or at the plaintiff’s 
election an amount awarded by the judge under “principles of 

equity” 
 

B. In a copyright case, the plaintiff may recover: 

The lost sales or profits lost due to infringement 
 

+ 
 

The defendant’s profits from infringing activity (no duplication) 



 

David Henry (02/2018) 
www.marshalldennehey.com 11 

 
or 
 

Statutory damages of up to $150,000 per work if the protected 
work is registered before the infringement occurs and the 

infringement is willful. The statutory maximum for non-willful 
infringement is $30,000 per infringed work.  

 
X. COMMON TRADEMARK AND TRADE DRESS PROBLEMS FOR INSUREDS 

A. Consumer goods 

B. Apparel  

C. Sporting equipment 

D. Jewelry 

E. Toys and games 

F. Personal health and fitness product manufacturers and sellers, nutritional 
supplement manufacturers and sellers. Unlicensed and largely unregulated 
industries governed only by broad FTC standards can often generate trademark or 
trade dress claims and advertising-related offenses. 

1. “AB TRAINER” “AB ROLLER” “AB SHAPER” 

a. Who is infringing whom? Who was first to “use” the mark in 
commerce is not always clear, and the party with superior 
economic resources may use trademark laws aggressively to stifle 
competition.  

2. Pfizer: Viagra pill counterfeiters indicted in May 2002 for selling fake 
Viagra. Chinese pharmaceutical manufacturer and importer sold fake pills 
with the Pfizer label and smuggled them into U.S. in stuffed teddy bears.  

G. Look for companies that operate just beneath FDA or FTC scrutiny.  

1. Insureds with copycat style of doing business or having similar designs, 
logos, colors, names and packaging are at risk 

2. Printers and publishers of books, newsletters or other materials 

3. Advertising agencies, website developers and webpage artists (they need 
more than a GL policy) 
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4. Broadcasters and promotional companies 

5. Software designers 

6. Clients with chat rooms or bulletin boards over which the insured has 
some control but does not monitor 

7. Toys and games manufacturers or sellers 

H. Your insured thinks there is no problem because . . .  

1. I registered the corporate name in my state (this is not a trademark 
registration) 

2. I checked with the state trademark or fictitious name agency (not 
dispositive since rights arise from usage not filing – there are many 
unregistered marks) 

3. I registered the name as an internet domain name—it’s mine! (owning a 
domain name does not automatically create trademark rights in goods) 

4. I registered my name first—I win! (rights accrue from first use not filing) 

5. My name is in a different language so it is okay (still confusing to bilingual 
people) 

I. Flea Markets 

 UMG Recordings v. Sinnot, 300 F. Supp. 2d 993 (E. D. Cal. 2004) 
The operator of a flea market was held liable under a theory of contributory 
infringement where a vendor at the flea market was selling pirated or 
counterfeit CDs and cassettes. UMG sued on behalf of several other recording 
companies claiming infringement of copyrighted music. The court held that to 
hold Sinnot, as flea market owner and operator, liable, UMG must show that 
Sinnot knew or had reason to know of direct infringement. The court rejected 
Sinnot’s argument that actual knowledge rather than constructive knowledge 
was required. Sinnot admitted that investigators from the RIAA (Recording 
Industry Assoc. of America) told him of the infringement when they visited the 
flea market. Two RIAA investigators identified themselves and requested his 
assistance in putting a stop to the infringing activity and offered to train Sinnot’s 
staff to recognize infringing recordings. Sinnot refused to cooperate, had them 
removed, and refused to accept copies of the cease and desist letters the 
investigators delivered to vendors. Also he disregarded letters sent by the RIAA 
noting the direct infringement by the vendors. 
 
Contributory infringement does not require an employer/employee 
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relationship. Sinnot had the authority to control the vendors from selling food 
and other prohibited goods, so any claim of lack of control was rejected. 
 
According to the court, Sinnot benefitted from the infringement because, by 
selling the CDs at far less than retail, Sinnot was able to garner patrons for the 
market, which increased revenues. Summary judgment on liability was granted 
for UMG. 
 
Damages may equal the net profits earned by the infringer (gross less seller’s 
cost and overhead) or at the plaintiff’s election, statutory damages up to 
$30,000 for non-willful infringement or up to $150,000 for willful acts of 
infringement plus attorneys’ fees. 
 
See also Columbus Farmers Mkt. LLC v. Farm Family Ins. Co., 2006 U.S. Dist. LEXIS 
92448 (N.J. 2006)(carrier breached duty to defend owner of flea market sued by 
RIAA for selling pirated and counterfeited CDs and cassette tapes). The court 
made a distinction between copyright infringement and infringement that occurs 
as a result of advertising. The latter is covered, the former is not. The court held 
that advertising must contribute to the injury or damage but need not be the 
only cause of the “injuries,” and the prior knowledge exclusion would not apply 
if the insured did not have an awareness that liability would attach to the sales. 
 

J. Computer code 

Superchips v. Street & Performance Electronics, 58 U.S.P.Q.2d 1849 (M.D. Fla. 
2001). Software engineers for the plaintiff developed a “chip” that contains 
computer code which alters the manufacturer’s stock code installed in the 
electronic control unit of an automobile engine. The chip changes performance 
characteristics of the engine to enhance fuel efficiency, horsepower or torque, 
depending upon the type of chip. A competitor purchased the plaintiff’s chip, 
copied the software code and placed the code with little or no changes into its 
own brand of chip. 
 

K. House plans 

Architectural designs and house plans. As if contractors did not have enough to 
worry about already . . . . an architect or house plan designer creates a house 
plan and elevations that are filed with the copyright office. Architectural works, 
meaning the completed building and the technical drawings (plans), are entitled 
to copyright protection. If a contractor wrongfully copies a designer’s plans, 
there is potential liability. Case example: King v. American Family Mutual 
Insurance Co., 123 S.W.3d 259 (Mo. App. 2003)(in suit for copyright infringement 
of house plan. Court found suit was covered where builder placed sign at job site 
and that the home itself constituted a form of advertisement where the 
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defendant testified that customers contacted him after driving by a home under 
construction or just completed). 
 

L. Website material 

Like any other printed material, words, pictures, creative art and material 
uploaded to a website is copyright protected. Duplication of website material 
will give rise to a copyright violation. The author of the underlying material has 
the true copyright interest, not the website host or domain name owner.  
 



 

David Henry (02/2018) 
www.marshalldennehey.com 15 

PART 2 - INTRODUCTION TO IP COVERAGE  
______________________________________________________________________________ 

 
I. THE ECONOMIC JUSTIFICATION FOR IP COVERAGE 

A. Who needs it and why? 

1. Inventors and IP Asset Owners 

2. Venture Capitalists 

3. Lenders/Financiers 

4. Purchasers of IP assets 

5. Companies providing IP reps and warranties 

6. Companies obligated to provide indemnity for infringement 

 
B. The historical approach to IP coverage in the U.S. has been arguably piecemeal 

and inconsistent 

1. CGL forms and the common variations based on the ISO form do not 
address or meet the needs of these business and risks. Existing ISO 
coverage is focused only on damages flowing from specifically defined 
“advertising”-related injury. There is NO protection for the insured’s 
intellectual property as an asset, and as “infringement” coverage, the ISO 
form is extremely limited. 

2. Errors and omissions policies may provide some IP coverage within the 
definition of loss arising from the rendition of professional services, but IP 
exclusions for many businesses (e.g., software developers) are not 
uncommon. There is also no standardized coverage making coverage 
comparisons time consuming. 

3. Cyber liability forms may protect against liability arising from a breach of 
security, loss or corruption of data. Again, the insured’s loss of revenue or 
loss of revenue from the IP assets is not insured. 

4. Stand-alone IP products attempt to treat IP both as a source of property 
and revenue and as a casualty exposure. 

II. OVERVIEW OF PATENT INFRINGEMENT COVERAGE 
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A. Offensive or abatement coverage: Pays approved litigation expenses incurred in 
enforcing IP rights against infringers. The insurer pays the PLAINTIFF. 

B. Defensive infringement coverage: Coverage pays legal expenses and indemnity 
associated with defending claim of patent, trademark or copyright infringement 
and damages or indemnity up to stated limit. Defense may be inside the limit or 
separate. Forms vary. 

C. Asset protection or collateral protection: Insures IP value when offered as 
collateral or security for a loan or a mechanism for insuring the value of IP assets 
purchased. (Type of first party coverage.) 

D. Business income or multi-peril: Generally protects insured from loss of royalties or 
licensing fees as a result of invalidity of patent or asset. Also, coverage may 
reimburse insured for declared value of research and development of IP asset (like 
patent) that is later declared invalid. 

E. Multi-peril: First-party coverage, but you typically must have abatement and 
defense policy. Policy may cover business interruption and redesign fees, costs of 
destruction of infringing merchandise, re-shelving or re-supplying with non-
infringing goods, damages payable to opposing party, and loss of ongoing royalty 
of fees if loss comes from invalidity. Coverage for loss of commercial advantage 
and loss of R&D investment may also be available. 

F. Loss of revenue from forfeiture of trade dress identity by judicial decree. 

G. Loss of trade secret value due to misappropriation. 

In the world of patent insurance, the peril to be insured against is not a natural one . . . it is the 
threat of litigation and the consequences of legal action, be it the initiation or defense of judicial 
proceedings or matters brought before the Patent Office. 

 
III. UNDERWRITING AND RATING OFFENSIVE AND DEFENSIVE COVERAGE 

A. $1 million limit is common for abatement coverage among companies having less 
than $30 million in gross sales. 

B. Mid-size companies of $10-50 million seek both offensive and defensive. 

C. Interest in purely defensive coverage probably declines two to three years after 
product launch because owners feel “safe” after this time. 

D. Large companies over $500 million are mostly interested in indemnity for 
infringement. 

E. Rating basis depends on carrier: 
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1. IPISC rating is based upon likelihood of litigation for particular patents. 
IPISC calculates the likelihood that a particular patent will be litigated by 
tracking the patent litigation that is filed. 

2. One out of 175 active patents registered in U.S. are involved in a lawsuit in 
a given year.  

3. SAMIAN approach does not involve underwriting behind legal opinion or 
frequency of patent in litigation model, but looks at broader industry-wide 
concerns. 

F. Higher risk sectors or patents 

1. Software patents: heavy litigation 2.5x times to be litigated 

2. Exercise equipment manufacturers: short cycle of product life, high peaks, 
and conscious disregard for IP rights is not uncommon 

3. Medical instruments/prosthetics/implants: highly competitive, high dollar 
investment in devices; heavily patented or crowded field 

G. Premium calculation 

1. May be in the range of $3-12 for every $1,000 in policy limits 

2. Percentage-based reductions for multiple insured patents 

3. Large “pods” or portfolios of related patents may be insured on sliding 
scale, for example: 

# of patents premium (offensive + defensive coverage) 

#1 $6,000 
#2-5 $2,500 

#6-20 $1,500 
#21-100 $500-$500 

  
H. Some carriers are offering a two-step process wherein, within five to seven days, 

the underwriter will decline or provide a non-binding indication of terms based on 
a completed non-binding indication form. Should the applicant decide to move 
forward, they would next submit a completed application form and pay a NON-
REFUNDABLE underwriting risk review fee (typically $2,000-5,000) and receive a 
binding quote within 10 business days. 

IV. WHAT IS THE AGENT’S DUTY TO ADDRESS IP EXPOSURES? 
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A. Claims against agents for failing to procure or recommend the purchase of patent 
infringement insurance 

Ralph v. Pipkin, 183 S.W. 3d 362 (Tenn. App. 2005) 
There was no request for patent infringement coverage. Agent had procured 
farmer’s liability policy from Grange Mutual. Insured contends they requested 
coverage against all foreseeable risks; that by 1996, the risk of an action for 
patent infringement arising from the increased use by area farmers of seed 
containing patented technologies was known and foreseeable by Mr. Pipkin, 
who held himself out to be experienced and knowledgeable in the industry; and 
that Mr. Pipkin negligently failed to provide the “100%” coverage against all 
foreseeable risks. 
 
The court held that, where Monsanto’s suits against farmers were not 
foreseeable in 1996, foreseeability is an essential element of any duty owed. The 
court found that when the policy was issued in 1996 and renewed in 1998, it was 
not foreseeable that Monsanto would bring patent infringement claims for 
replanting genetically modified and patented seeds in 1996 or 1998. Therefore, 
the court did not reach the question of whether patent infringement insurance 
was available for the Monsanto claims. 
 
Scruggs v. Bost, 2014 Miss. LEXIS 531 (Miss. 2014) 
Farmer sued the agent for failing to recommend and procure patent 
infringement suit even though no specific request had been made. Farmer 
contended that agent told him the policy would cover him for anything, except 
the quality of seed sold to third parties, and that it provided the broadest 
possible agricultural liability coverage available. Affidavits were offered to 
suggest that patent infringement insurance was available in the market for 15 
years and the agent failed to assess all exposures, and that if the agent is 
unfamiliar with the insured, he should determine what those needs are. But 
counter affidavits suggested that such coverage was not available if there was 
knowledge of a patent infringement claim and that willful infringement would 
not have been insurable.  
 

B. Take away: Who is testifying against agents that a duty to procure patent 
infringement coverage may exist? 

V. NON-ISO COVERAGE FOR TRADEMARK AND COPYRIGHT INFRINGEMENT 

A. Some coverage is more like traditional defense products but with much broader 
definition of insured activity. 
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B. Many carriers have some expanded IP coverage packaged in some product that is 
typically geared toward technology businesses or in the form of an E&O policy for 
certain types of professionals, such as software designers or graphic designers. 

C. Some markets are trying to make broader IP protection available to a wider 
variety of businesses but usually for tech industries or as part of some internet 
liability package. See Betterly IP Market Survey from IRMI.  

D. Candidates for IP coverage, including large and small business, but for different 
reasons: 

1. Small to medium-size companies with substantial investment in one or 
two IP assets will need abatement and defense. They are interested in 
having funds for legal expenses. 

2. Conversely, large or small corporations with significant licensing revenues 
want a first-party product. 

3. Lenders, acquiring entities, investors seeking protection want to insure the 
collateral and require the lender to carry abatement and defense 
coverage. 

4. Manufacturers in high risk markets: software, drugs, health and personal 
fitness, toys and games, advertisers and marketing firms have higher 
frequency of patent and trademark litigation.  

5. Small companies that must provide indemnity against IP or which must 
support reps and warranties in their wholesale/retail agreements. 

 
CONCLUDING COMMENTS AND QUESTIONS 


	Disclaimer of Legal Relationship and Legal Advice
	Part 1 – Advertising Injury in Coverage Part B of the CGL
	I. IS ADVERTISING INJURY COVERAGE FREQUENTLY IGNORED BY AGENTS AND INSUREDS?
	A. Underwriters offering GL coverage do not generally base premium on any set of ratings that contemplates the likelihood of advertising injury. According to ISO, deleting Coverage Part B results in only a 2% deduction to the CGL premium. Most underwr...
	B. Legal liability and commercial torts of the type litigated under Coverage Part B are not taught at the agent licensing level, nor are they frequently discussed in CE programs.
	C. Insureds do not make coverage part B comparisons between carriers or part of their express purchasing criteria or product requirements.
	D. Many of the claims related to intellectual property torts (trademark, trade dress, copyright and patent infringement, tortious interference) have historically been seen as “business disputes” for which no coverage is afforded.
	E. Carriers do not teach this coverage, and historically agents were told that companies in the “advertising” business needed an advertising or media liability policy, but now companies conduct their own advertising, create their own web-based content...

	II. WHY MIGHT ADVERTISING INJURY AND IP COVERAGE BE MORE IMPORTANT TODAY THAN IN THE PAST?
	A. Internet technology pushes the boundaries of defamation law, creates the opportunity to discover copyright and trademark violations, cyber squatting claims, etc. Copying and duplication, whether intended or otherwise, is easier to accomplish and ea...
	B. The value of the AI section of the CGL policy depends in large measure on the scope of claims it might defend.
	C. The increase in IP litigation and a greater understanding of IP claims by a wider variety of companies and lawyers will put added pressure on insurance carriers to address these exposures. IP exposure is no longer limited to major cities and boutiq...

	III.  SUMMARY OF KEY “PERSONAL AND ADVERTISING INJURY” COVERAGE PROVISIONS
	IV. THE LANGUAGE OF IP: PATENTS, TRADEMARKS, TRADE DRESS AND COPYRIGHT BASICS
	A. Trademark basics
	1. “TM” means a party is claiming trademark rights and may have a pending registration.
	2. ® means the party has a registered mark on the principal register of the USPTO.
	3. Defined: A word, picture, symbol, sound, or combination of discernible non-functional, non-descriptive, distinctive, or fanciful elements that are affixed to the goods or provided with the services so as to designate the source or origin of the goo...
	4. May arise by common law and survive indefinitely by continuous use. In addition to the USPTO, each state will accept trademark applications for “state marks.”
	5. “Secondary meaning” or acquired distinctiveness is an important term of art used to convey the idea that a trademark or trade dress even though descriptive or common is sufficiently well known as to indicate a particular source, origin, or manufact...

	B. Copyright basics
	1. Created from inception of the work but only enforceable in court if registered. Must file “deposit material” with the copyright office.
	2. Defined: An original creative expression or compilation including music, architectural drawings, motion pictures, recordings, books, sculpture, plans, data, software programs, or other works reduced to a tangible medium and not otherwise in the pub...
	3. Duration: 75 years after the life of the author. (There are various exceptions and varying time periods for certain works beyond the scope of this outline.)
	4. See Chart at End of Outline for Summary of Differences in IP.

	C. Privacy torts
	1. Right of Publicity Claims: Use of a celebrity name or likeness without consent for commercial purposes.
	2. Use of a non-celebrity name or likeness (little or no royalties but still actionable).
	3. Intrusion into Seclusion: Non-consensual physical or electronic entry into an area where there is a legitimate zone of privacy.
	4. Disclosure of private facts (secrets, PHI, zone of privacy).

	D. Defamation
	1. Libel: Written publication of false facts that re injurious to an individual or an organizations’ reputation.
	2. Trade libel: Species of libel in a commercial or business context.
	3. Slander: Spoken words that are false, misleading and injurious to one’s reputation or business.

	E. Traditional and evolving sources of IP coverage for copyright, trademark and trade dress claims.
	1. Advertising injury coverage in the CGL.
	2. Miscellaneous Errors & Omissions coverage.
	3. Cyber liability/privacy forms.
	4. Media liability forms.
	5. Stand-alone IP policies (niche markets).


	V. GENERAL LIABILITY FORM – ISO COVERAGE PART B – 1986 TO 1996
	A. Under Coverage B, the insurance applies to: “Advertising injury” caused by an offense committed in the course of advertising your goods, products or services; but only if the offense was committed in the coverage territory during the policy period.
	B. Advertising injury under the ISO form means:
	C. In 1986, ISO revised the form to replace “unfair competition” with the phrase misappropriation of advertising ideas and style of doing business while eliminating the trademark, service mark and trade name exclusion thus implying that claims related...
	D. For more detailed discussion see K. Lambrecht, “The Evolution of the Advertising Injury Exclusion in the Insurance Service Office, Inc.’s Comprehensive General Liability Insurance Policy Forms,” 19 Conn. Ins. L. J. 185 (2012/2013).
	E. Where is the advertising in advertising injury? Under old GL forms, direct solicitation to one customer could be a form of advertisement. See Tri-State Ins. Co. v. B&L Products, Inc., 964 S.W.2d 402 (Ark. Ct. App. 1998); John Deere Ins. Co. v. Sham...
	F. Catalog sales could be considered advertising, and trade dress infringement could trigger a duty to defend. El-Com Hardware v. Fireman’s Fund Ins. Co., 111 Cal. Rptr. 2d 670 (Cal. Ct. App. 2001)(dissemination of products with alleged infringing tra...

	VI. AGENT’S GUIDE TO ENUMERATED OFFENSES IN MOST
	A. False arrest or imprisonment: Shoplifter is wrongfully arrested and  suspected shoplifting and is not prosecuted or is acquitted. Customer sues retailer.
	B. Malicious prosecution: Bringing a lawsuit or continuing to sue when the plaintiff knows that the lawsuit is groundless for lack of proof or when contrary to the settled law usually coupled with some improper purpose or motivation.
	C. Wrongful eviction, entry or invasion of right of occupancy of room, dwelling or premises committed by or on behalf of owner, landlord or lessor.
	D. Libel (written) and slander (verbal) of person or an organization’s goods, products or services – generally referred to as trade disparagement.
	1. Truth is a defense. Various privileges may apply.
	2. Heavy evidentiary burden on public figures and officials to prove liability: must show reckless disregard for the truth.

	E. Oral or written publication violating right of privacy.
	1. “False light”: Portraying someone in a misleading or inaccurate way (closely resembles libel).
	2. Disclosure of private facts, e.g., medical conditions
	3. “Intrusion into seclusion”: Physical entry into private home, business or other place.
	4. Misappropriation of name or likeness: Use of picture, drawing or rendition of person on product label or advertising.

	F. Copyright infringement: The unauthorized copying of a protected work of creative expression. Commonly protected copyrighted works: Printed materials including books, magazines, and journals, sound and audio recordings, tests, data, studies, archite...
	G. Misappropriation of advertising ideas: Wrongful taking of advertising themes and content having discernible and independent creative components. This is not a well established theory in all jurisdictions and again overlaps with trademark law. The T...
	H. Trademark infringement examples:
	1. Stonewood Tavern v. Wood Stone Grill: restaurants using similar name.
	2. Cerveceria Modello d/b/a Corona Beer v. Corona Cigar Bar.
	3. Red Bull versus restaurants serving Rock Star or substitute (also Pepsi/Coke problems).
	4. Knock off golf clubs.
	5. Collegiate or school apparel: Non-licensed merchandise associated with colleges or schools (Dodge v. Lake Mary H.S. “Rams” or University of Miami the “U”)
	6. The defendant uses another’s “mark” meaning a fanciful, arbitrary or distinctive word, picture, or symbol, which is understood to be associated with a particular company in a way that creates confusion in the marketplace or creates false affiliatio...

	I. Trade dress infringement: Similar to trademark infringement; confusion created by the use of exterior labels, packaging, or design of a product (“knock offs”).
	1. Infringement also occurs by creating false affiliation or endorsement by a markholder. E.g., use of “brown” delivery truck for delivering packages, American Heart Association approved food label or claims that a product is authentic “Navajo” jewelry.


	VII. UNDERSTANDING THE DUTY TO DEFEND AND THE IMPACT OF AMBIGUOUS LANGUAGE
	A. The “four corner” rule of insurance policy interpretation
	B. The value of the “Duty to Defend” to the insured is enormous.
	1. The costs of IP litigation: Some important numbers for clients and insurers.
	a. Figures from 2015 AIPLA Economic Survey data, with some rounding adjustments. Dollars in thousands (000). The figures reflect median costs through discovery/through trial. Median averages from survey reflected. This does not include mediation and s...


	C. The duty to tender and the carrier’s liability for pre-tender expenses
	1. The carrier is not obligated to pay pre-tender expenses regardless of their necessity or reasonableness. The insured is thus strongly encouraged to tender immediately.
	2. Notice to the agent of the carrier may be sufficient to constitute tender. The carrier may be obligated to pay pre-tender expenses if the agent failed to forward a reported claim. Notice to the agent is often deemed notice to the carrier.

	D. The Reservation of Rights letter (ROR)

	VIII. 1998 AND 2001 REVISIONS TO THE ADVERTISING INJURY FORM
	IX. DAMAGES IN TRADEMARK AND COPYRIGHT CASES
	A. In a trademark case, the plaintiff may recover:
	B. In a copyright case, the plaintiff may recover:

	X. COMMON TRADEMARK AND TRADE DRESS PROBLEMS FOR INSUREDS
	A. Consumer goods
	B. Apparel
	C. Sporting equipment
	D. Jewelry
	E. Toys and games
	F. Personal health and fitness product manufacturers and sellers, nutritional supplement manufacturers and sellers. Unlicensed and largely unregulated industries governed only by broad FTC standards can often generate trademark or trade dress claims a...
	1. “AB TRAINER” “AB ROLLER” “AB SHAPER”
	a. Who is infringing whom? Who was first to “use” the mark in commerce is not always clear, and the party with superior economic resources may use trademark laws aggressively to stifle competition.

	2. Pfizer: Viagra pill counterfeiters indicted in May 2002 for selling fake Viagra. Chinese pharmaceutical manufacturer and importer sold fake pills with the Pfizer label and smuggled them into U.S. in stuffed teddy bears.

	G. Look for companies that operate just beneath FDA or FTC scrutiny.
	1. Insureds with copycat style of doing business or having similar designs, logos, colors, names and packaging are at risk
	2. Printers and publishers of books, newsletters or other materials
	3. Advertising agencies, website developers and webpage artists (they need more than a GL policy)
	4. Broadcasters and promotional companies
	5. Software designers
	6. Clients with chat rooms or bulletin boards over which the insured has some control but does not monitor
	7. Toys and games manufacturers or sellers

	H. Your insured thinks there is no problem because . . .
	1. I registered the corporate name in my state (this is not a trademark registration)
	2. I checked with the state trademark or fictitious name agency (not dispositive since rights arise from usage not filing – there are many unregistered marks)
	3. I registered the name as an internet domain name—it’s mine! (owning a domain name does not automatically create trademark rights in goods)
	4. I registered my name first—I win! (rights accrue from first use not filing)
	5. My name is in a different language so it is okay (still confusing to bilingual people)

	I. Flea Markets
	J. Computer code
	K. House plans
	L. Website material
	Part 2 - Introduction to IP Coverage


	I. THE ECONOMIC JUSTIFICATION FOR IP COVERAGE
	A. Who needs it and why?
	1. Inventors and IP Asset Owners
	2. Venture Capitalists
	3. Lenders/Financiers
	4. Purchasers of IP assets
	5. Companies providing IP reps and warranties
	6. Companies obligated to provide indemnity for infringement

	B. The historical approach to IP coverage in the U.S. has been arguably piecemeal and inconsistent
	1. CGL forms and the common variations based on the ISO form do not address or meet the needs of these business and risks. Existing ISO coverage is focused only on damages flowing from specifically defined “advertising”-related injury. There is NO pro...
	2. Errors and omissions policies may provide some IP coverage within the definition of loss arising from the rendition of professional services, but IP exclusions for many businesses (e.g., software developers) are not uncommon. There is also no stand...
	3. Cyber liability forms may protect against liability arising from a breach of security, loss or corruption of data. Again, the insured’s loss of revenue or loss of revenue from the IP assets is not insured.
	4. Stand-alone IP products attempt to treat IP both as a source of property and revenue and as a casualty exposure.


	II. OVERVIEW OF PATENT INFRINGEMENT COVERAGE
	A. Offensive or abatement coverage: Pays approved litigation expenses incurred in enforcing IP rights against infringers. The insurer pays the PLAINTIFF.
	B. Defensive infringement coverage: Coverage pays legal expenses and indemnity associated with defending claim of patent, trademark or copyright infringement and damages or indemnity up to stated limit. Defense may be inside the limit or separate. For...
	C. Asset protection or collateral protection: Insures IP value when offered as collateral or security for a loan or a mechanism for insuring the value of IP assets purchased. (Type of first party coverage.)
	D. Business income or multi-peril: Generally protects insured from loss of royalties or licensing fees as a result of invalidity of patent or asset. Also, coverage may reimburse insured for declared value of research and development of IP asset (like ...
	E. Multi-peril: First-party coverage, but you typically must have abatement and defense policy. Policy may cover business interruption and redesign fees, costs of destruction of infringing merchandise, re-shelving or re-supplying with non-infringing g...
	F. Loss of revenue from forfeiture of trade dress identity by judicial decree.
	G. Loss of trade secret value due to misappropriation.

	III. UNDERWRITING AND RATING OFFENSIVE AND DEFENSIVE COVERAGE
	A. $1 million limit is common for abatement coverage among companies having less than $30 million in gross sales.
	B. Mid-size companies of $10-50 million seek both offensive and defensive.
	C. Interest in purely defensive coverage probably declines two to three years after product launch because owners feel “safe” after this time.
	D. Large companies over $500 million are mostly interested in indemnity for infringement.
	E. Rating basis depends on carrier:
	1. IPISC rating is based upon likelihood of litigation for particular patents. IPISC calculates the likelihood that a particular patent will be litigated by tracking the patent litigation that is filed.
	2. One out of 175 active patents registered in U.S. are involved in a lawsuit in a given year.
	3. SAMIAN approach does not involve underwriting behind legal opinion or frequency of patent in litigation model, but looks at broader industry-wide concerns.

	F. Higher risk sectors or patents
	1. Software patents: heavy litigation 2.5x times to be litigated
	2. Exercise equipment manufacturers: short cycle of product life, high peaks, and conscious disregard for IP rights is not uncommon
	3. Medical instruments/prosthetics/implants: highly competitive, high dollar investment in devices; heavily patented or crowded field

	G. Premium calculation
	1. May be in the range of $3-12 for every $1,000 in policy limits
	2. Percentage-based reductions for multiple insured patents
	3. Large “pods” or portfolios of related patents may be insured on sliding scale, for example:
	# of patents premium (offensive + defensive coverage)

	H. Some carriers are offering a two-step process wherein, within five to seven days, the underwriter will decline or provide a non-binding indication of terms based on a completed non-binding indication form. Should the applicant decide to move forwar...

	IV. WHAT IS THE AGENT’S DUTY TO ADDRESS IP EXPOSURES?
	A. Claims against agents for failing to procure or recommend the purchase of patent infringement insurance
	B. Take away: Who is testifying against agents that a duty to procure patent infringement coverage may exist?

	V. NON-ISO COVERAGE FOR TRADEMARK AND COPYRIGHT INFRINGEMENT
	A. Some coverage is more like traditional defense products but with much broader definition of insured activity.
	B. Many carriers have some expanded IP coverage packaged in some product that is typically geared toward technology businesses or in the form of an E&O policy for certain types of professionals, such as software designers or graphic designers.
	C. Some markets are trying to make broader IP protection available to a wider variety of businesses but usually for tech industries or as part of some internet liability package. See Betterly IP Market Survey from IRMI.
	D. Candidates for IP coverage, including large and small business, but for different reasons:
	1. Small to medium-size companies with substantial investment in one or two IP assets will need abatement and defense. They are interested in having funds for legal expenses.
	2. Conversely, large or small corporations with significant licensing revenues want a first-party product.
	3. Lenders, acquiring entities, investors seeking protection want to insure the collateral and require the lender to carry abatement and defense coverage.
	4. Manufacturers in high risk markets: software, drugs, health and personal fitness, toys and games, advertisers and marketing firms have higher frequency of patent and trademark litigation.
	5. Small companies that must provide indemnity against IP or which must support reps and warranties in their wholesale/retail agreements.



