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*126 1. Supreme Court Outlook

A. Pfaff'v. Wells Electronics, Inc.

In Pfaff;' Texas Instruments contracted with Pfaff in November of 1980 to develop a socket for a leadless semiconductor chip
carrier.” Pfaff made a sketch of the concept and sent the detailed engineering drawings to a manufacturer for *127 customized
tooling and production in February or March of 1981.° In April 1981, a subcontractor to Texas Instruments issued a purchase
order for these sockets, which confirmed an earlier, verbal order in March 1981.* The sockets ordered were intended for
production use.’ Pfaff received the completed sockets in July 1981 and shipped them to Texas Instruments.® Pfaff applied for
a patent on the sockets on April 19, 1982.7

Pfaff then sued Wells for patent infringement.®* The trial court found no “on-sale” bar because Pfaff had not reduced the
invention to practice at the time of the sale.” The Federal Circuit reversed the trial court’s determination not to apply the
on-sale bar, ruling that the bar does not necessarily require the invention to be reduced to practice.' The appropriate question,
according to the Federal Circuit, was whether the invention was “substantially complete” at the time of the sale, and whether
there was reason to expect that it would work for its intended purpose upon completion." Pfaff filed petition for Supreme
Court review."”

Seeking review, Pfaff argued that Section 102(b) of the Patent Act” explicitly requires that the one-year period start when the
invention goes on sale, and that the relevant time period starts when the invention is “fully completed,” not when a
“substantially complete” invention becomes available."

The Supreme Court granted review of this question.” According to the petitioner’s brief, the question presented was,

[i]n view of the long-standing statutory definition that the one-year grace period to an ‘on-sale’ bar can start to run only after

an invention is fully completed, should the Pfaff patent have been held invalid under 35 U.S.C. Section 102(b) when Mr.
Pfaff’s invention was admittedly not ‘fully completed’ more than one year before he filed his patent *128 application?"

Oral argument before the Supreme Court took place as this article was being written.

II1. Prosecution

A. Obviousness

1. Monarch Knitting Machinery Corp. v. Sulzer Morat GmbH

In Monarch Knitting Machinery," Sulzer was interested in finding the causes of needle breakage in sewing machines." After



an investigation, Sulzer learned that a smaller height for the first stem segment of the knitting needle caused fewer vibrations
and, thus, lessened breakage."” Sulzer proceeded to file a patent on a needle with a length of the first segment at least eight
millimeters and a height of at most 1.1 millimeters.”

In subsequent patent litigation, the district court found the patent obvious based on a conclusion that the prior art showed a
trend towards increasingly lower stem heights for knitting needles.” The Federal Circuit vacated the judgment and remanded
for further proceedings, noting that such a trend could well suggest making minor changes in the prior art to produce the
claimed invention.” The court observed, however, that one must find adequate motivation to combine the references to form
the trend.”

2. In re Rouffet

In this case,” the Federal Circuit ruled that a recital of high level skill in the art does not provide the necessary motivation to
combine prior art to render an invention obvious.” The Federal Circuit ruled that the reliance of the United States Patent and
Trademark Office (PTO) on a high level of skill in the art to combine *129 three pieces of art to reject an application was, by
itself, inappropriate.” The court noted that in complex scientific fields, the PTO could then merely identify pieces of prior art
elements in an application, invoke the lofty level of skill, and rest its case.”’ The suggestion to combine requirement stands as
a safeguard against hindsight analysis and rote application of the test for obviousness.” The court then noted that the PTO
failed to provide a specific principle within the knowledge of a skilled artisan that would motivate one to make the
combination.”

B. Best Mode

1. Applied Medical Resources Corp. v. United States Surgical Corp.

The Federal Circuit ruled that when an invention relates solely to a part of the device, an applicant is not required to disclose
the best mode for a non-claimed element needed in the overall device.”® The Federal Circuit affirmed the trial court’s refusal
to set aside a jury verdict that found no best mode violation in such an instance.”'

The patents in issue dealt with advances in surgical instrument technology.” The defendant argued that the patents were
invalid for failing to disclose the use of a preferred lubricant needed for the surgical instrument.” In cross-examination, both
the expert witness for the plaintiff and the inventor conceded that the lubricant was necessary for the operation of the overall
device in the patent.** However, only portions of the overall device were claimed in the patents.” The use of the lubricant was
not necessary for the functioning of a pre-seal dilator, a seal protector, and a floating seal claimed in the three patents.” The
Federal Circuit noted that the inventor is required to disclose non-claimed elements required for the operation of the
invention to which the patent is directed.” However, when the invention relates *130 only to a part or portion of an overall
device, the inventor is not required to disclose non-claimed elements necessary to the operation of the overall device, but not
necessary to the operation of the invention to which the patent is directed.”

C. Inventorship

1. Pannu v. Iolab

The Federal Circuit ruled that all that is required for joint inventorship is a contribution that is not insignificant and does
more than explain well-known concepts.” The court held that 35 U.S.C. Section 256* acts as a savings provision when the
error of nonjoinder is made without deceptive intent.*" If the patentee cannot utilize Section 256, the nonjoinder of the
inventor renders the patent invalid.”

D. Inequitable Conduct

1. Nobelpharma AB v. Implant Innovations, Inc.



The Federal Circuit in Nobelpharma® was asked to determine the extent to which allegedly fraudulent conduct before the
United States Patent and Trademark Office could suffice to invalidate an issued patent and the extent to which such actions
could expose an allegedly fraudulent patentee to antitrust liability.*

With respect to invalidation of a patent, the Federal Circuit observed that an alleged “misrepresentation or omission must
evidence a clear intent to deceive the examiner.”” With respect to a finding of Walker Process fraud, a higher threshold
showing both of intent and materiality is necessary than that required for finding inequitable conduct.** A mere failure to cite
a reference to the PTO would not *131 suffice in this regard.” A patentee can be exposed to Walker Process-type antitrust
liability where the evidence shows that the patent was acquired by either a fraudulent misrepresentation or omission and that
the party asserting the patent was aware of the fraud when bringing suit.*

With respect to the Noerr “sham” exception to antitrust immunity, an antitrust plaintiff must prove that the suit was both
objectively baseless and subjectively motivated by a desire to impose collateral, anti-competitive injury, rather than to obtain
a justifiable legal remedy.” “Whether conduct in procuring or enforcing a patent is sufficient to strip a patentee of its
immunity from the antitrust laws is to be decided as a question of Federal Circuit law.”

2. Baxter International, Inc. v. McGaw, Inc.

The Federal Circuit affirmed a finding of inequitable conduct where the patentee intentionally did not disclose a piece of
prior art where the prior art disclosed every element of the invention but one.” The court inferred intent based on the high
materiality of the withheld art and on the fact that the inventors were clearly acquainted with the art’s features.” The Federal
Circuit noted that the plaintiffs did not disclose the single most relevant piece of art used in the development of the
invention.”

In addition, the Federal Circuit held that a related patent may not be found unenforceable under an “infectious
unenforceability” theory where the patent in question stemmed from inequitable conduct in prosecution of a previous
application related to the present invention.* All the patents in question stemmed from an original application tainted by the
inequitable conduct.”® The Federal Circuit opined that, although inequitable conduct renders all claims in a patent
unenforceable, where the claims are separated from tainted claims through a divisional application, and where the issued
claims have no relation to the omitted prior art, the resulting patent from the divisional application will not be unenforceable
due to inequitable *132 conduct committed in the prosecution of the parent.*

3. PerSeptive Biosystems, Inc. v. Pharmacia Biotech, Inc.

PerSeptive sued Pharmacia over three patents.” Pharmacia raised the defense of inequitable conduct as to ownership and
moved for summary judgment.”® The court ruled that two unjoined and unnamed inventors were joint inventors,” and ordered
PerSeptive to move to correct inventorship under 35 U.S.C. Section 256.%° The parties contested the allocation of burden of
proof regarding whether the nonjoinder was without deceptive intent on the part of the named inventors. PerSeptive argued
that Pharmacia had to prove deceptive intent by clear and convincing evidence or, conversely, that it was PerSeptive’s burden
to show the lack of intent by a mere preponderance of the evidence.” The latter standard was adopted by the court, which
ultimately ruled that PerSeptive failed to show the requisite lack of intent.”” PerSeptive then moved to vacate the order under
Stark v. Advanced Magnetics* and to withdraw its motion to correct inventorship.”

Stark dictates that the intent of the unnamed inventors is the focus of the inquiry.* However, the unnamed inventors declined
to intervene and were estopped from asserting inventorship.” The court restated the prior finding of deceptive intent by
PerSeptive.® Rather than letting PerSeptive withdraw its motion to correct inventorship, the court then turned to whether the
named inventors engaged in inequitable conduct.” The court noted that the issues were the same as the inquiry pursuant to
Section 256, but with a shifted burden.”” The court went on to note that *133 the plaintiff had engaged in a course of
misrepresentations, omissions, and half-truths to the PTO regarding the inventorship issue, and that it had violated its duty of
candor to the PTO.” Accordingly, the court rejected PerSeptive’s argument that expert testimony is needed to evaluate the
materiality of the misrepresentations.”” The court noted that the misrepresentations are not the basis of the inequitable conduct
charge.” Rather, the charge is based on the deliberate omission of a true inventor.” The court denied the motion to withdraw
the motion to correct inventorship and granted judgment to Pharmacia on the inequitable conduct defense.”



E. Statutory Subject Matter

1. State Street Bank and Trust Co. v. Signature Financial Group, Inc.

The Federal Circuit took another step in determining properly patentable subject matter under 35 U.S.C. Section 101.7 The
district court granted defendant’s summary judgment motion that a patent on a financial services configuration did not claim
statutory subject matter.” The Federal Circuit reversed.” The court stated that the services, although mathematical in nature,
must have utility to qualify as statutory subject matter.” The court cited as an example of a useful mathematical result the
transformation of electrocardiograph signals from a patient’s heartbeat to a representation on a screen.*

The Federal Circuit then held that the transformation of data, representing discrete dollar amounts, by a machine through a
series of mathematical calculations into a final share price is a practical application of a mathematical algorithm.*" The court
said that because the final result was a final share price momentarily fixed for recording and reporting purposes, it produced a
useful, concrete, and tangible result, *134 and was thus properly patentable.®

F. Written Description

1. Reiffin v. Microsoft Corp

In Reiffin,® the district court found that a patent that omits from its claims elements essential to the invention as originally
described is invalid for violating the written description requirement of 35 U.S.C. Section 112.* Section 112 requires that a
patent contain a description of the elements sufficient to enable someone in the art to recognize what has been invented.® In
Reiffin, the district court noted that a patent owner cannot assert claims that omit elements of the invention as originally
disclosed if a person skilled in the art would have understood those elements to be essential to the disclosed invention.* The
court found that the patent in question disclosed four elements essential to the operation of the invention that were omitted
from the claims.” In granting defendant’s motion for summary judgment, the court noted that the inventor did not envision an
invention without these four elements.*

G. Design patents

1. Experimental Use

a. Continental Plastic Containers, Inc. v. Owens Brockway Plastic Products, Inc.

In Continental Plastic Containers,” the Federal Circuit ruled that the “experimental use” exception to the “on-sale” bar of 35
U.S.C. Section 102(b) does not apply to design patents.” It further rejected the notion that the bar time should run from the
date of production of a functionally operable article embodying the *135 design.”

Continental argued that the on-sale bar should not apply to its conception of an ornamental fruit juice bottle because it did not
produce a functionally operable article embodying a conception prior to the critical date.” However, it had publicly circulated
the design to vendors before the critical date.” Furthermore, Continental argued that its experimental use negated the on-sale
status of its design.”* The court ruled these arguments flawed for policy reasons.” The court noted that the specific functions
of the article are not disclosed in a design patent.” Thus, the production date is immaterial to the ornamental aspects of the
design as depicted.” Further, the court reaffirmed that there is no functionality requirement for obtaining a design patent.”

The court rejected Continental’s assertion of experimental use negation.” The court noted that the experimental use exception
is intended to provide inventors with an opportunity to reduce a utility invention to practice.'” Thus, experimental use cannot
occur after reduction to practice.'” However, design inventions are reduced to practice as soon as an embodiment is
constructed.'” The court explained that allowing experimental use negation in the design patent context would allow entities
to increase the life of a design patent by tarrying over the production of the article of manufacture.'”



*136 I11. Litigation

A. Equivalents

1. Litton Systems, Inc. v. Honeywell, Inc.

In Litton,'" the Federal Circuit held that the Supreme Court’s ruling in Warner-Jenkinson'” established a new rule of

prosecution history estoppel that curbs expansive charges of doctrine of equivalents infringements.'” Under the new rule, a
trial court should presume that, in the absence of evidence of some other reason, an applicant that narrowed a claim element
during prosecution did so for a reason related to patentability.'” The court stated that prosecution history estoppel applies
only where claims are amended for a limited set of reasons and found no need for estoppel to be invoked irrespective of the
reason for the change." The court further stated that an amendment for reasons other than patentability may still create an
estoppel, but not automatically in all cases.'” Arguments during prosecution without amendments to the claims might also
limit claims under the doctrine of equivalents if the patentee clearly surrenders subject matter.'® This may apply even when
the arguments were not necessary to distinguish prior art."

In this case, the court noted that the applicant added language limiting the scope of a claim.'” After a series of obviousness
rejections, the examiner ultimately rejected the claim under 35 U.S.C. Section 112, paragraph 2.'" In this context, the Section
112 rejection was of the same substance as the prior obviousness rejections regarding the claim.'* Thus, even though the
responses were to a Section 112, paragraph 2 rejection, in essence the responses were for reasons of patentability.'” *137 In a
footnote, the court also noted that statements in an information disclosure statement or otherwise during prosecution could
form the basis of an estoppel without regard to whether the argument was made in response to a rejection or whether the prior
art was cited by an examiner."* Thus, the overall conduct of the party could serve as a basis for estoppel.'”

2. Chiuminatta Concrete Concepts, Inc. v. Cardinal Industries, Inc.

The Federal Circuit also ruled that, for technology predating an invention, a finding of non-equivalence for purposes of 35
U.S.C. Section 112, paragraph 6 precluded a finding of infringement under the doctrine of equivalents."® The court found that
the corresponding structures described in the patent in question were not equivalent to those in the alleged infringing device,
because the structure of the accused device differed substantially from the disclosed structure.'” Thus, an assertion of
equivalence under Section 112, paragraph 6 was not proper.'”

The court further noted that the plaintiff asserted common structures known in the technology as being equivalent to the
structures in its invention.”' Therefore, there was no reason why the plaintiff could not disclose those structures in its
patent.”” The court stated that there is no policy reason why the “patentee should get two bites at the apple.”*

3. YBM Magnex, Inc. v. International Trade Commission

The Federal Circuit continued its discussion of the scope of the doctrine of equivalents in this case.” The ITC found that
disclosed but unclaimed subject matter is dedicated to the public domain, and as such, infringement on the basis of the
doctrine of equivalents could not be based on such matter.”” The Federal Circuit *138 disagreed and reversed the finding,
holding that such matter could serve as an equivalent.”™ The court noted that this specific issue was rejected by the Supreme
Court in Graver Tank.” In addition, the same conclusion could be drawn from the Supreme Court’s ruling in
Warner-Jenkinson."

The court observed that the Supreme Court rejected the proposition that equivalents must not only be known, but must

actually be disclosed in the patent.”” The court noted that Warner-Jenkinson recognized that equivalents are not limited to
what is disclosed in the patent, and necessarily recognized that equivalents may indeed be disclosed in the patent."*

B. Declaratory Judgments



1. Fina Research, SA v. Baroid Limited

In Fina,"' the district court dismissed a declaratory judgment action for want of jurisdiction due to the lack of an actual
controversy."” The Federal Circuit reversed the dismissal because the plaintiff had reasonable apprehension that it would be
sued for inducing infringement.'” Baroid, through its attorney, sent two different letters to Fina."** The first stated that Baroid
would consider Fina to be infringing its patent if it introduced its Finagreen product into the United States.”® The second
alleged that Fina was actively inducing infringement of the patent and that Baroid would protect its rights.”** The court found
that there was no “reassuring” language in the letters.”” The district court had concluded that Baroid successfully disavowed
the attorney’s letters.”® However, it had not disavowed the *139 threats contained within the letters in such a manner as to
“remove reasonable apprehension of suit.”"*” The court opined that an appropriate step to eliminating an apprehension of suit
is necessary to eliminate any apprehension of suit."** Such steps could include a covenant not to sue."*' Because Baroid did
nothing to eliminate Fina’s reasonable apprehension of suit created by the letters, the reasonable apprehension of suit
requirement for an actual controversy was fulfilled.'*

C. Eleventh Amendment

1. Genentech, Inc. v. Regents of the University of California

In a state’s rights case,'’ the Federal Circuit ruled that a state waives its Eleventh Amendment immunity from suit when it
threatens an infringement suit."* The University of California threatened suit against Genentech for infringement of one of
the University’s patents.'” In response, Genentech filed a declaratory judgment suit against the state, and California sought
dismissal under the immunity provided by the Eleventh Amendment."* Genentech claimed it had a legally cognizable
property right in its commercial activities and investments, and that the rights could be protected under a combination of the
Fifth and Fourteenth Amendments."” However, the Federal Circuit did not resolve this issue.'*

The Federal Circuit ruled that the state had waived its immunity through its litigation-related actions.'”” The court noted that
California voluntarily and deliberately created a case or controversy that could only be resolved in federal court, concerning
federally created property rights of national scope and enforceable only through the exercise of federal judicial power."* The
court reasoned that the act of entering a field of activity subject to federal law did not in and of itself waive *140 the
immunity granted under the Eleventh Amendment, but when the state invoked federal judicial power in furtherance of the
activity, it then waived its Eleventh Amendment immunity.”' Accordingly, the state’s action of obtaining patent protection
did not waive its Eleventh Amendment immunity, but its charge of infringement of these patents constituted such a waiver.'”
Additionally, the court found it relevant that the state’s actions of pursuing patent protection and enforcing those rights were
not at the core of the university’s research and educational functions.”® However, the court did not rule whether a state
instrumentality can act as an arm of the state for some purposes but not others."*

2. College Savings Bank v. Florida Prepaid Postsecondary Education Expense Board

The Federal Circuit further addressed the issue of sovereign immunity in College Savings Bank v. Florida Prepaid
Postsecondary Education Expense Board."” College Savings Bank (CSB) sued Florida Prepaid, an agency of the state of
Florida, for patent infringement under CSB’s patent dealing with college prepayment savings vehicles.”* Florida Prepaid
administered a similar college prepayment plan to CSB’s savings vehicle.”” CSB relied on the Patent Remedy Act to file suit
against an arm of the state of Florida.””® The Patent Remedy Act specifically amended 35 U.S.C. Section 271(h) and Section
296 to permit infringement suits against the states."” In the trial court, Florida Prepaid moved to dismiss the claim as barred
under the Eleventh Amendment.'® Florida Prepaid also maintained that the Patent Remedy Act was unconstitutional in that
Congress was attempting to use its Article I powers to abrogate state immunity and to enlarge the scope of the federal courts’
jurisdiction under Article III of the United States Constitution."" The motion to dismiss was denied and Florida Prepaid
appealed the *141 constitutional issues.'®

The Federal Circuit considered both issues.'” The court first noted that any abrogation of the Eleventh Amendment must be
unmistakably clear.” The sections of the patent statute amended by the Patent Remedy Act clearly met that standard by
explicitly including any state, instrumentality of a state, or state employee as potential infringing defendants.'®® The court then
observed that the United States Supreme Court in Seminole Tribe of Florida v. Florida' ruled that the Commerce Clause did
not authorize the abrogation of the Eleventh Amendment.'” However, the Federal Circuit noted that the Congress could



authorize such abrogation using the Fifth and Fourteenth Amendments to prevent deprivation of property without due
process.'®

Florida argued that even if it had deprived the patentee of property, requirements of due process were still met.'” Florida
argued that CSB could have sought relief in the Florida Legislature through a claims bill."” The court disagreed, holding that
the Patent Act was comprehensive in nature and should not be applied on a piecemeal basis to only those states not having a
state remedy.'” Florida also argued that the Patent Remedy Act allowed Congress to abrogate state immunity under its Article
I powers, similar to the situation in Seminole that the Supreme Court disallowed.'” Florida argued that Congress could then
create any property right it wished, then use that power to disenfranchise Eleventh Amendment immunity provided to the
states.'”

The Federal Circuit also disagreed with this reasoning.'* The court opined that the states abrogated part of the immunity
afforded under the Eleventh *142 Amendment when they adopted the Fourteenth Amendment."” The court also recognized
that there are property rights not contemplated as protected under the Fourteenth Amendment, and that identifying those
rights would prove to be a difficult task."* However, the court noted that a federally based patent scheme was already in place
at the time of the adoption of the Fourteenth Amendment."” The court explained that allowing the states to claim that these
properties do not warrant protection would be tantamount to asserting that Congress may not, under any circumstance,
abrogate the states’ Eleventh Amendment immunity.'”

The Federal Circuit further noted that the ability of individuals to enforce patent rights against states with monetary damages
was applicable to their commercial activities."” Thus, these actions would not constrict their core governmental functions.'
The court found that the harm to patentees could be significant, and that the burden on the states was only slight." Therefore,
abrogation of the states’ Eleventh Amendment immunity under the Patent Remedy Act was proper.'®

D. Personal Jurisdiction

1. Dainippon Screen Manufacturing Co. v. CMFT, Inc.

In Dainippon Screen,'® the court noted that personal jurisdiction over a parent company extends to a patent
holding-subsidiary which had been involved in allegations of patent infringement and license negotiations."** CFM was the
parent of CFMT, and CFMT owned all the patents in the corporate structure."” CFMT licensed the patents to its parent,
CFM." The license authorized only CFMT to *143 sublicense and take any legal action with respect to the patent in
dispute.”” Dainippon filed a declaratory judgment action against CFM and CFMT after licensing discussions with
representatives of CFM failed."™ CFMT was dismissed from the case by the district court due to lack of personal
jurisdiction."

Dainippon argued on appeal that the court’s jurisdiction over CFMT was proper due to its status as a wholly-owned
subsidiary of CFM and because the licensing negotiations could only be carried out by CFMT."® The Federal Circuit agreed,
and noted that many of the agents involved in the negotiations were dually employed or held positions with both CFM and
CFMT."" Further, these individuals made statements that could only be attributed to CFMT."* The Federal Circuit noted that
CFMT and CFM should be awarded one of its “chutzpah awards” for trying to arrange a situation where a company can
threaten its competitors without fearing a declaratory judgment action, other than in the state of incorporation of the
patent-holding company.'” A subsidiary or holding company cannot be used to insulate patent owners from declaratory
actions in fora where the company operates under the patent and engages in activities sufficient to create both personal and
declaratory judgment jurisdiction.'

2. Red Wing Shoe Co. v. Hockerson-Halberdtadt, Inc.

In this case,'” the Federal Circuit ruled that a series of cease-and-desist letters coupled with offers to license were insufficient
to create personal jurisdiction for a declaratory judgment action.”® Hockerson sent a first cease-and-desist letter to Red Wing
suggesting that several of Red Wing’s products infringed their patent.”” Hockerson offered a non-exclusive license to Red
Wing in the same letter."”® Upon Red Wing’s request, Hockerson sent Red Wing an additional letter extending the *144 time
that Red Wing could answer the charges.'” This second letter also asserted infringement of Hockerson’s patents by further
products in Red Wing’s line.*” Red Wing declined to take a license based on a non-infringement analysis performed after the



second letter.” Hockerson responded with a rebuttal of the non-infringement analysis, reasserted the allegations of
infringement, and again offered a license.”” Red Wing declined the offer and responded with a further assertion of
non-infringement.”” One week later Red Wing filed a declaratory judgment action in Minnesota, alleging non-infringement,
invalidity, and unenforceability of Hockerson’s patent.”*

Hockerson moved to dismiss for lack of personal jurisdiction.” Red Wing attempted to show that Hockerson had sufficient
“minimum contacts” with Minnesota for personal jurisdiction.” Red Wing relied heavily on the three letters sent into the
forum state to satisfy the requirements for personal jurisdiction.” The trial court dismissed the action.*® Red Wing asserted
that the declaratory action “arose” out of the letters sent into Minnesota by Hockerson.”” Red Wing contended that such
singular and isolated acts were sufficient to maintain personal jurisdiction under the rationale of McGee v. International
Life”" In addition, Red Wing contended that the offers to license were further contacts with Minnesota that would properly
establish jurisdiction.””’ The Federal Circuit disagreed, noting that the operative injury was a wrongful restraint on the free
exploitation of noninfringing goods.”" The letters could constitute such a restraint, but without more, the letters alone did not
satisfy the requirements of due process in subjecting Hockerson to the jurisdiction of a Minnesota court.””

*145 Red Wing urged that the offers to license further enhanced the contacts.”* The Federal Circuit disagreed, noting that the
offer to license does not convert the substance of the letter from a procedural standpoint.*”* The Federal Circuit further found
that the offer to license was closely akin to an offer to settle a disputed claim rather than an arms-length negotiation.** Thus,
the policy favoring settlement would be impaired by using an unsuccessful settlement offer as a contact for jurisdictional
purposes.”'’

3. Graphic Controls Corp. v. Utah Medical Products, Inc.

The Federal Circuit ruled in Graphic Controls Corp. v. Utah Medical Products, Inc.,”"* that the law of the Federal Circuit for
determining personal jurisdiction applied only to interpreting the right to due process and not to interpreting any state
long-arm statutes.””

E. Laches

1. Wanlass v. General Electric Co.

The Federal Circuit reviewed two rulings involving laches issues. In the first case, Wanlass v. General Electric Co.,” the
court ruled that the time period for a laches defense is measured from the time the patentee should have known of the
infringement rather than from the time of actual knowledge of such infringement.”' The court ruled that although laches
would not bar a justifiably ignorant patentee, such ignorance would not insulate a patentee from constructive knowledge of
the infringement under appropriate circumstances.”” Such circumstances include open, notorious activities that a reasonable
patentee would suspect were infringing.”” The court stated that a reasonable patentee should keep abreast of activities in their
given *146 field of endeavor.”*

In this case, the patentee filed suit in 1995.7® However, the patentee did not test any accused products until 1992 in the face
of open and notorious sales of easily testable products.” The evidence suggested that the patentee had evidence of
infringement as early as 1987, and the court concluded that Wanlass had constructive knowledge of the defendant’s activities
in 1989.*7 While testing earlier models in 1982, the patentee concluded that earlier devices did not infringe.” However, the
previous investigation did not absolve the patentee of keeping abreast of the state of the industry when the products were
easily and inexpensively testable.”” The court found that even with a large number of testable products, no testing whatsoever
for over ten years was unreasonable.” Additionally, the defendant told the inventor that it considered his patent invalid,
which added to the scope of the plaintiff’s unreasonable behavior.”

2. Wanlass v. Fedders Corp.

In Wanlass v. Fedders Corp.,”” the Federal Circuit contrasted Wanlass’s behavior with that found in the Wanlass v. General
Electric’® case.™ In Fedders, there was little evidence to support any contact between the plaintiff and defendant prior to
1995, when Wanlass filed suit.”* Wanlass first tested the defendant’s product in 1995, and had no contact with the defendant



prior to his testing.”* In total, the Federal Circuit noted that the district court impermissibly put upon Wanlass an unlimited
and undefined duty to test any and all single-phase motor air conditioners.”” Given the limited contacts with Fedders, the
Federal Circuit opined *147 that summary judgment was improper.™*

3. Odetics, Inc. v. Storage Technology Corp.

In another case dealing with laches issues,” a district court ruled that an application of laches barred an injunction against

using infringing goods sold during the laches period.* The defendant successfully argued that laches applied to all
infringement occurring before the date the action was filed.”*' Upon a finding of infringement and an award of damages to the
plaintiff, the plaintiff moved for a permanent injunction barring usage of infringing devices.*

The district court observed that an injunction barring usage conflicts with the proposition that once the patentee had been
awarded full compensation for infringement, an implied license arose for those products.”* This freed the infringer from the
monopoly of the patent as to the products in question.”** Thus, the court denied the injunction as to devices sold after the
laches period.”* As for the devices sold during the laches period, the court noted that allowing the injunction would
effectively allow the plaintiff to recoup through the injunction what it lost through the application of laches.*** Accordingly,
the court denied the permanent injunction as to future use of the devices.””

F. Preliminary Injunction

1. Dynamic Manufacturing Inc. v. Craze

The issue addressed by the District Court in this case’* was the propriety of a preliminary injunction in an instance where the

plaintiff had previously licensed the *148 technology to a larger direct competitor.* The court reasoned that Dynamic had
lost any monopoly power it once had by such licensing practices.” The court noted that by such a previous license, Dynamic
eroded its own position in the marketplace.”' Thus, the existence of this license to the larger, direct competitor strongly cut
against an allegation of irreparable harm to Dynamic in the marketplace from the alleged infringer.*”

G. Standard of Proof for Anticipation

1. Woodland Trust v. FlowerTree Nursery, Inc.

In Woodland Trust,>” the Federal Circuit reversed an invalidity finding that was based on oral evidence alone.” The court
stated that corroboration of oral evidence of prior invention is generally required.” In addition the corroboration must be
assessed using the “rule of reason” criteria.* The court noted that it is a rare event when some physical record of any type of
commercial activity did not exist.”*” The court took note of the absence of any physical record to support the oral testimony.”*
Thus, the oral testimony alone did not provide the clear and convincing evidence necessary to support the finding of
invalidity.*

H. Assignor Estoppel

1. Mentor Graphics Corp. v. Quickturn Design Systems, Inc.

In Mentor Graphics,* the Federal Circuit ruled that assignor estoppel applied even when the assignor disclaimed any
warranty of patent validity in the *149 assignment.** The court ruled that a simple disclaimer of warranty of validity was
insufficient to allow an assignor to assert invalidity of the patents.”” The court held that the sales agreement would have to
include express language reserving the assignor’s right to assert an invalidity challenge in order for the seller to assert any
invalidity defense.”®’

The assignor then argued that its subsequently acquired subsidiary was not bound by any assignor estoppel of the parent.”*
The court disagreed with this argument and ruled that assignor estoppel prevented parties in privity with an estopped assignor



from challenging the validity of the patent.”” In addition, the assignor owned all the subsidiary’s stock, shared personnel, and
directed almost all aspects of the subsidiary’s operation.” The court noted that allowing a validity challenge under these
circumstances would chart a course for the unscrupulous marketing of flawed patents.*”

I. Preemption of State Causes of Action

1. Dow Chemical Company v. Exxon Corp.

The fundamental problem presented to the court in Dow v. Exxon*® was whether state courts, or federal courts adjudicating
state law claims, could hear state law tort claims for intentional interference with actual and prospective contractual relations
that implicated the patent law issue of inequitable conduct or, alternatively, whether such a claim was preempted by the
federal patent law.” The Federal Circuit in Dow held that such a claim was not preempted by federal patent law provided
that the state law cause of action included additional elements not found in the federal patent law cause of action and was not
an impermissible attempt to offer patent-like protection to subject matter addressed by federal law.””

The fundamental tension, initially expressed in Sears Roebuck & Company v. *150 Stiffel Co.,”" was that courts could not
“allow a State by use of its law of unfair competition to prevent the copying of an article which represents too slight an
advance to be patented” and that would therefore “permit the State to block off from the public something which federal law
has said belongs to the public.”*” In Aronson v. Quick Point Pencil Company,”” the Supreme Court held that enforcement of
royalty agreements on intellectual property under state contract law was not preempted regardless of whether that intellectual
property consisted of patentable subject matter, observing that “the states are free to regulate the use of such intellectual
property in any manner not inconsistent with federal law.”” The Federal Circuit in Dow held that under the previous
standards mandated by the United States Supreme Court, the state law cause of action at issue did not present an obstacle to
the execution and accomplishment of the patent laws.””

The underlying issue in Dow concerned an allegation of bad faith enforcement of a reputedly unenforceable patent, where the
accused tortfeasor allegedly knew that its patent was unenforceable when it engaged in misconduct in the marketplace.”” The
tort claim at issue was not premised upon bad faith misconduct in the United States Patent and Trademark Office but rather
was premised upon bad faith misconduct in the marketplace thereafter.””” Because the state law cause of action for intentional
interference with contractual relations required entirely different elements to establish a prima facie case, the tort action was
plainly not a preempted alternative or additional state law remedy for inequitable conduct before the PTO.” Again, in this
instance, the tort occurs not in the PTO, but later in the marketplace.”” Any award of damages would then be based on local
conduct that the state has a right to regulate, while, on the other hand, proof of acts before the PTO at any such trial would
merely be evidence of a patentee’s bad faith in its subsequent contacts with its customers.”® The tort does not simply
duplicate federal remedies under patent law as was urged by the defendants in Dow.”® Moreover, the remedy available for
proving inequitable conduct is the holding of unenforceability *151 of the patent in federal court, while the remedy at law for
tortious interference is money damages in state court.”

2. Hunter Douglas, Inc. v. Harmonic Design, Inc.

In Hunter Douglas,” the Federal Circuit again evaluated the extent to which federal patent law preempts state law causes of
action prohibiting tortious activities in the marketplace, when in order to prevail on such causes of action, the plaintiff had to
prove that a United States patent was either invalid or unenforceable.”® The Federal Circuit reached a result similar to that in
Dow,” holding that “[w]hereas patent law is completely preempted by federal law, the law of unfair competition, despite
some federal encroachment ... remains largely free from federal exclusivity.””** The court further opined that “the regulation
of business affairs is traditionally a matter for state regulation.”’

The court cited the United States Supreme Court decision in California Coastal Commission v. Granite Rock Co.,”* noting
that a state law is not per se preempted unless every fact situation that would satisfy the state law is in conflict with federal
law.*® With respect to the unfair competition claim alleged in Hunter Douglas, there was no such situation that would lead to
dismissal of the state law unfair competition cause of action.”

IV. Miscellaneous Matters



A. Standard of Review of PTO facts

1. In re Zurko

In In re Zurko,”" the Federal Circuit ruled that the review of factual findings *152 by the PTO is governed by a clearly
erroneous standard.*” The PTO argued that judicial review of its finding of facts should be governed under the more
deferential “substantial evidence” test of the Administrative Procedure Act (APA).** The Federal Circuit noted that the
judicial review portions of the APA were not meant to “limit or repeal additional requirements ... recognized by law.”** The
court also noted that the clearly erroneous standard is recognized in its jurisprudence and is consistently applied when
reviewing factual findings of the PTO.”® Therefore, the clearly erroneous standard of review is an “additional requirement”
that is recognized, and the APA’s substantial evidence standard does not limit or repeal that requirement.*”

Additionally, the court opined that should PTO’s proposed standard of review apply, review of board decisions would be on
the PTO’s reasoning rather than on the court’s.””
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