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Three years ago, the U.S. Supreme Court ruled 
that “laches” — a plaintiff ’s unreasonable 
delay in pursuing an infringement claim — 

couldn’t preempt a claim for damages sustained 
within the Copyright Act’s statute of limitations. 
Now the Court has extended its reasoning to pat-
ents, eliminating the laches defense for infringement 
allegedly committed within the Patent Act’s six-year 
statute of limitations. The Court’s decision rejects 
the position long taken by the Federal Circuit Court 
of Appeals, which hears all appeals involving patent 
infringement. 

THE FACTS
SCA Hygiene Products Aktiebolag (SCA) owns a 
patent for a disposable diaper used by potty-training 
children as well as incontinent adults. In 2003, it 
notified First Quality Baby Products that its adult 
incontinence products infringed the patent. First 
Quality responded that its own patent preceded 
SCA’s, rendering SCA’s patent invalid. In 2004, SCA 
sought re-examination of its patent, and, in 2007, 
the U.S. Patent and Trademark Office (USPTO)  
confirmed that patent’s validity. 

SCA waited until 2010 to sue First Quality for 
infringement. The trial court dismissed the  
case before trial on the grounds of laches and  

equitable estoppel. While SCA’s appeal was pending, 
the Supreme Court issued its ruling regarding the 
defense of laches in copyright infringement actions. 
Nonetheless, on appeal the Federal Circuit affirmed 
the trial court’s laches holding. SCA then appealed  
to the Supreme Court. 

THE COPYRIGHT ANSWER
As the Supreme Court explained, its holding in the 
copyright case, Petrella v. Metro-Goldwyn-Mayer, Inc., 
rested in part on separation-of-powers principles. It’s 
up to Congress to establish a hard and fast rule for 
what constitutes a timely lawsuit. Allowing a laches 
defense to bar an infringement action brought 
within the statute of limitations would equate to 
allowing the judicial branch to override this.

Moreover, the Court said, laches developed as a 
“gap-filling” doctrine, intended for situations where 
Congress hasn’t provided a fixed time limitation. 
Where Congress has established a statute of  
limitations, no gap exists, and the rationale for 
laches doesn’t apply.

THE PATENT DEFENSE
The Court concluded that its reasoning in Petrella 
“easily” fit the six-year statute of limitations for 
patent infringement claims, too. According to  
the Court, that limitation represents Congress’s  
judgment that a patentee may recover damages  
for any infringement committed within six years  
of the claim’s filing.

It dismissed the notion that Section 282 of the 
Patent Act codified the laches defense. Sec. 282  
provides that “unenforceability” is a defense to 
claims of patent invalidity or infringement. First 
Quality argued, and the Federal Circuit agreed, that 
laches was a defense based on unenforceability, and, 
therefore, the section codified laches as a defense  
to all infringement claims — including those for 
damages suffered within the six-year period. But  
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the Supreme Court found that “it would be  
exceedingly unusual, if not unprecedented, if 
Congress chose to include in the Patent Act both  
a statute of limitations for damages and a laches  
provision applicable to a damages claim.”

The Court also faulted the appeals court and  
First Quality for relying on lower court patent  
cases decided before the Patent Act was enacted  
in 1952 to argue that Sec. 282 permitted the  
pre-1952 practice of allowing the laches defense 

against damages claims. To the contrary, the Court 
found that the most prominent feature of the rel-
evant law at the time was the “well-established rule” 
that laches couldn’t be invoked to bar a claim for 
damages incurred within a limitations period set by 
Congress. And neither the appeals court nor First 
Quality cited a sufficiently broad and unambiguous 
consensus of lower court decisions that could  
support the inference that Sec. 282 codifies a  
different rule for patent law.

TIME IS PRECIOUS
The Supreme Court’s elimination of the laches 
defense within the statute of limitations period 
means that accused infringers must be more  
cautious about assuming they’re safe just because 
they haven’t heard from patentees in several years. 
Once an accused infringer receives notice from  
a patentee, it may make sense to promptly pursue 
legal action to obtain confirmation that they’re not 
actually infringing another party’s patent, whether 
from a court or the USPTO. p
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Allowing a laches defense to bar an 
infringement action brought within 

the statute of limitations would 
equate to allowing the judicial branch 

to override Congress’s decision to 
establish a hard and fast rule for what 

constitutes a timely lawsuit.

A POSSIBLE ALTERNATIVE TO LACHES

The U.S. Supreme Court eliminated the laches defense within the statute of limitations period (see main  
article). But accused infringers may have another weapon when they believe patentees have acted  
inequitably. The Court explicitly noted this option in its SCA Hygiene Products Aktiebolag v. First Quality  
Baby Products decision.

As the Court observed, “the doctrine of equitable estoppel provides protection against … unscrupulous  
patentees inducing potential targets of infringement suits to invest in the production of arguably infringing  
products” or engaging in another act that somehow misleads the defendant. Equitable estoppel bars an 
infringement claim if the defendant can show: 

n	� The patentee used misleading conduct to make the defendant reasonably 
believe the patentee didn’t intend to enforce its patent against the defendant,

n	 The defendant relied on that conduct, and

n	� Due to its reliance, the defendant would be “materially prejudiced,” or  
significantly disadvantaged, if the patentee were allowed to proceed with  
its claim. 

The appellate court in SCA Hygiene held that equitable estoppel might  
apply, but the Supreme Court didn’t consider this issue. It’s possible that the 
defendant could ultimately prevail on the basis of equitable estoppel, rather 
than laches.
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Vocabulary matters in the courts, as one  
company found out recently. According to  
the Ninth Circuit Court of Appeals, the  

term “volitional conduct” has nothing to do with 
voluntary actions when it comes to direct copyright 
infringement. The court explained the meaning  
in a case where it also denied a copyright holder’s  
secondary liability claims for infringement.

CASE DOWNLOADED
The Usenet is a collection of users whose computers  
connect to each other to exchange messages. 
Giganews, Inc., owns and operates several Usenet 
servers and provides fee-based access to content it 
stores on its servers, as well as content stored on 
other Usenet servers. Most content is uploaded by 
Usenet users.

Perfect 10, Inc., owns the copyrights on thousands 
of adult images, many of which have been illegally 
distributed over Giganews’ servers. It sent Giganews 
numerous letters fashioned as takedown notices 
under the Digital Millennium Copyright Act. 

When Perfect 10 sent Giganews machine-readable, 
unique IDs associated with uploaded content, 
Giganews quickly removed the infringing material 

from its servers. Perfect 10 then faxed Giganews 
notices with illegible IDs. Giganews requested  
legible IDs in a machine-readable format. Perfect 10 
declined to provide the requested IDs.

Perfect 10 sued Giganews for direct, contributory 
and vicarious infringement. The trial court ruled in 
favor of Giganews, and Perfect 10 appealed.

“VOLITIONAL” FILTER EXPLAINED
In reviewing the direct infringement claim, the Ninth 
Circuit emphasized that the word “volition” in the 
copyright infringement context doesn’t refer to an 
“act of willing or choosing” or an “act of deciding.” 
Instead, the volition element of direct infringement 
is a basic requirement of causation. In other words, 
direct liability must be based on conduct that directly 
caused the infringement.

Perfect 10 argued that Giganews directly infringed  
its exclusive rights to display, distribute and  
reproduce its material. But the appellate court  
disagreed, finding that Giganews didn’t take any 
active role in the display, distribution or reproduction  
of the images. While Giganews provided a tool for 
viewing images, it was the users who called up the 
images and caused them to be displayed. Giganews 

merely passively stored material 
at the direction of users to make 
that material available to other 
users on request. Any distribu-
tion was done automatically 
when users requested uploaded 
images — not as a result of voli-
tional conduct by Giganews. And 
Giganews didn’t “instigate” the 
copying, storage or distribution 
of the images.

SHARED LIABILITY REJECTED
The appeals court also affirmed 
the lower court on contributory 
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How much is enough?
Supreme Court clarifies overseas patent infringement liability

Just how much patent infringement does it take 
to be liable for damages? The U.S. Supreme 
Court recently tackled this question in one  

context, ruling that supplying only one component 
of an infringing multicomponent invention made 
abroad doesn’t make the supplier liable for patent 
infringement. With that, the Court established a 
bright-line test for some circumstances, but created 
significant uncertainty for others.

SINGLE AND READY TO MINGLE
Promega Corporation was the exclusive licensee  
of the patent on a genetic testing toolkit. It  
sublicensed the patent to Life Technologies 
Corporation, which used the patent to manufacture 
and sell genetic testing kits for certain licensed  
law enforcement fields. Life Technologies manufac-
tured all but one component of the kits in the  
United Kingdom. That component was made in  

the United States and shipped to the UK for combi-
nation with the other components.

When Life Technologies began selling its kits outside 
the licensed fields of use, Promega sued for patent 
infringement under Section 271(f)(1) of the Patent 
Act. The provision prohibits anyone from supplying, 
from the United States, “all or a substantial portion” 
of a patented invention for combination abroad  
in a way that would infringe the patent if the  
combination were done in the United States.

The jury returned a verdict for Promega, but the  
trial court ruled in Life Technologies’ favor on  
its posttrial motion, finding that the phrase  
“all or a substantial portion” didn’t apply to the 
supply of a single component in a multicomponent 
invention. The Federal Circuit Court of Appeals 
reversed and reinstated the jury’s verdict finding 
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and vicarious liability. Both are a type of secondary 
liability for the infringement of others. 

To establish contributory liability, a plaintiff  
must show that the defendant significantly  
contributed to or induced the infringement. A  
computer system operator significantly contributes 
to infringement if it:

1.	� Has actual knowledge that specific  
infringing material is available using its  
system, and 

2.	� Can take simple measures to remove the 
infringing material. 

The appeals court found that Giganews lacked  
the requisite knowledge and had no such removal 
measures available.

Inducement liability requires a showing that the 
defendant distributed its device or product to pro-
mote its use to infringe copyrighted material. The 
court found insufficient evidence of such intent.

As for vicarious liability, Perfect 10 needed to show 
that Giganews received direct financial benefit 
from the specific infringing activity at issue. But it 
presented no evidence that customers were drawn 
or subscribed to Giganews’ services because of the 
Perfect 10 images.

SCREENED OUT
This case could prove a cautionary tale for copyright 
holders interested in pursuing infringement claims 
against online service providers in similar circum-
stances. Not only did Perfect 10 lose its case, but it 
also ended up on the hook for more than $5.6 million 
for defense costs and attorneys’ fees. p
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Life Technologies liable for infringement. Life 
Technologies appealed to the Supreme Court. 

“SUBSTANTIAL” TAKES MORE
The appellate court found that a party could be 
liable under Sec. 271(f)(1) for supplying just a  
single component for combination outside the 
United States. Noting that the dictionary definition 
of “substantial” is “important” or “essential,”  
the court determined that a single important  
component can be a “substantial portion” of the 
components. Based on expert testimony, it con-
cluded that the component at issue was substantial 
under Sec. 271(f)(1).

The Supreme Court acknowledged that the ordinary 
meaning of “substantial” can refer to either qualita-
tive importance or quantitatively large size. But in 
the statutory context, it found, the term assumes a 

quantitative meaning. The Court pointed out that 
the words “all” and “portion” convey a quantitative 
meaning and none of the neighboring text supports 
a qualitative interpretation. And, it held, a single 
component can’t qualify as a “substantial portion” 
that triggers Sec. 271(f)(1) infringement liability 
under a quantitative approach.

The Court rejected Promega’s “case-specific 
approach,” which would require a court or jury  
to determine whether the components at issue  
constitute a substantial portion under either a  
qualitative or quantitative approach. It also shot 
down Promega’s proposal to adopt an analytical 
framework accounting for components’ quantitative 
and qualitative aspects. Both of these approaches 
would only further complicate application of  
Sec. 271(f)(1).

UNKNOWNS REMAIN
The Court’s ruling clarifies Sec. 271(f)(1) — but  
not entirely. It didn’t address exactly how many  
components are required to make a “substantial  
portion.” It also left open how courts should identify 
a patent’s “components.” Until resolved by the  
courts, these uncertainties will make it difficult for 
component suppliers to determine whether they’re 
committing infringement. p

Under a quantitative approach,  
a single component can’t qualify  

as a “substantial portion” that  
triggers Section 271(f )(1) 

infringement liability.
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Some product features are ornamental and 
others are functional. One manufacturer 
recently learned that the hard way when the 

Seventh Circuit Court of Appeals found that its bag’s 
design and shape were functional — and therefore 
not protected as trade dress.

CASE SHAPES UP
Arlington Specialties, Inc., sells “Minimergency 
Kits,” which come in small fabric bags designed to 
look like men’s Dopp kits (toiletry bags). Urban Aid, 
Inc., created a custom kit for a shoe distributor  
to use as part of a sale promotion. The distributor  
wanted the kits to come in a bag similar to 
Arlington’s bag and gave Urban Aid a photo of  
that bag to work from. 

Arlington subsequently sued Urban Aid, claiming 
that the shape and design of its bag were protected 
trade dress. After the trial court dismissed the case 
before trial, Arlington appealed.

FUNCTIONAL FEATURES FAIL
Trade dress — a product’s design or packaging 
that’s so distinctive it identifies the manufacturer 
or source — is protected as a form of trademark. 
Federal trademark law prohibits the use of trade 
dress in a way likely to create confusion about a 

product’s origin. However, the doctrine of function-
ality limits trade dress rights. Product features that 
are functional, rather than merely ornamental, are 
subject to patent law. Trademark protection is some-
times preferable because it doesn’t expire as long 
as the mark or dress is used in commerce, whereas 
patent protection is subject to time limits.

The U.S. Supreme Court has held that a feature is 
functional if it’s essential to the product’s use or 
affects the product’s cost or quality. But, according 
to the Seventh Circuit, a design isn’t necessarily the 
only way to make a functional item — it’s enough to 
be one of many alternative solutions to a problem.

Arlington identified five elements in its trade  
dress, all of which determined the bag’s shape, 
degree of rigidity and ease of access to contents.  
And the court found that they were all functional 
features of the bag. Arlington itself said that  
customers care about those features for reasons 
other than source identification, asserting that  
they affect the bag’s quality. “That,” the court said, 
“is the very definition of a functional feature.” As 
such, it didn’t even need to consider the availability 
of alternative designs for competitors.

THE TAKEAWAY
In the end, the appeals court emphasized that the 
proper question isn’t whether the claimed trade 
dress has less utility than alternatives, as Arlington 
argued. The right question is whether the design  
feature affects product quality or cost. p
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Federal trademark law prohibits the use 
of trade dress in a way likely to create 

confusion about a product’s origin.




