
                                                                                                                                                                                                                               

    In Finisar, the court applied the four factor test as eBay
instructs.  Regarding whether Finisar would be irreparably
harmed, the court focused on the fact that money was an
adequate remedy alone, because Finisar had not attempted
to commercialize its technology.  As a “non-practicing
entity” or NPE, Finisar did not make any product like the
one described in its patent. An amount of money could be
determined to make Finisar whole for past infringement
and future infringement. On the balance of hardship, the
court compared DirecTV’s loss or revenue from 15 mil-
lion viewers against the relative lack of hardship on Fini-
sar and found the balance leaned against an injunction.
Finally, on the public interest factor, the court found there
to be no public interest in limiting satellite television to
millions of viewers and that the patent system itself had a
public interest in the technology being used.

    The Finisar decision is perhaps a bellwether, indicating
a trend against permanent injunctions, particularly when
the patent owner is not practicing his own invention.  Even
the popular press has discussed the growing number of
lawsuits brought by NPEs, sometimes referring to these
parties as patent trolls.  Finisar is a leader in the field of
high-speed data communications and does not fit the tradi-
tional image of a patent troll. Still, this decision raises two
concerns.  First, can a non-practicing entity ever suffer
irreparable harm from a continuing infringement?  Second,
how is any court empowered to grant a compulsory li-
cense?  

Regarding irreparable harm, the Eastern District of
Texas has again taken the lead in addressing the issue.  In
Commonwealth Scientific and Industrial Research Org. v.
Buffalo Technology et al., 492 F. Supp. 600 (E.D. Tex
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2007), Judge Leonard Davis held that an NPE can es-
tablish irreparable harm by showing that existing in-
fringement precludes its ability to license its patents.
Other harms could include the disregard of the patent
by other potential infringers.  Indeed, a rational choice
might be to ignore any private negotiations and simply
gamble that a judge will provide more favorable terms
in a compulsory license. Further, if a compulsory li-
cense is granted to one infringer, the patent owner loses
the additional value it might have derived from grant-
ing an exclusive license.

     Another concern raised by Finisar is the very con-
cept of a compulsory license.  In general, a compulsory
license is an involuntary contract between a willing
buyer and an unwilling seller imposed and enforced by
the state.  A compulsory license is more common out-
side the U.S. and is typically coupled to a requirement
that the patent owner “work” his invention in a particu-
lar jurisdiction.  For example, Australian law allows a
person to apply for a compulsory license if the patent
owner has not practiced his invention in Australia to
the extent required to satisfy the Australian public. In
contrast, the U.S. does not have a working requirement.
The Finisar court has essentially created a “working”
requirement — a task that should be handled by Con-
gress if it sees fit to do so.

    On its surface, the Finisar decision appears to be
expedient. From the court’s point of view, the dispute
is resolved. A value has been placed on past and future
infringement. The public can keep watching its
DirecTV programming. But, in reaching these results,
the court has indicated to all future infringers that a
patent owner’s right to exclude may not mean much at
the negotiation table.
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New Patent Rules Blocked by an 11th Hour Injunction   
By Vincent J. Allen

    On the day before the new continuation rules discussed
in our previous newsletter were to go into effect, a federal
judge in Virginia issued an injunction against the Patent
Office that prevented the Patent Office from changing the
rules on November 1, 2007 as scheduled. GlaxoSmith-
Kline filed suit in Virginia claiming that the new regula-
tions are vague, arbitrary, and capricious.  The company
also claimed that the rules weakened the patent system and
that the USPTO was without statutory authority to create
such rules. The Court will eventually reach the merits of

those allegations and decide if the proposed rules can
take effect at all.  So for now, all patent practitioners
are adopting a wait-and-see approach to the proposed
rules.  On a separate, but related note, supporters of
the Patent Reform Act in the Senate are trying to push
through major changes to the patent system.  Whether
the bill’s supporters have the necessary votes to pass
the controversial bill remains to be seen. We will keep
you advised of any changes in this area.

Compulsory License
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   A design patent protects the ornamentality of the arti-
cle claimed. The design application is made up primar-
ily of several different views of the article illustrating
the novelty or the special “look” of the article.  Practi-
cally any three dimensional object can potentially have
sufficient novelty to qualify for design patent protec-
tion.  For example, a quick search of issued patents
turned up seven issued design patents on teddy bears in
just the last ten years.  Automobile manufacturers often
patent grill, fender, and other automobile design fea-
tures.  Bottles and retail food containers are frequently
patented.  Jewelry is another good candidate for design
protection.

   The test for infringement of a design patent is
whether the ordinary observer believes that the alleg-
edly infringing article is substantially similar in appear-
ance to the claimed invention.  Design patents are en-
forceable for fourteen years from the date of issuance
and are relatively inexpensive to obtain compared to
the aforementioned utility patents.

    Design patents can provide powerful intellectual
property protection for the patent holder.  As with a
utility patent, a third-party infringes a design patent by
making, using, or selling an infringing article in the
United States.  There is no such thing as an innocent

(Continued from page 1)

infringement of a design patent.  Also, consumer con-
fusion about the origin of the patented article, a con-
cept that comes up frequently in trademark law, is ir-
relevant in patent law.  If you have a patent on a teddy

Teddy Bear

Practically any three dimensional object
can potentially have sufficient novelty to 

qualify for design patent protection.

Carstens & Cahoon, LLP Turns Ten

  Carstens & Cahoon turned ten years old on January 1,
2008.  The firm celebrated by holding an open house
10th anniversary party on January 24th.  Present for the
party were all of the firm’s attorneys, along with many of
our local friends and clients.  An ice sculpture was cre-
ated especially for the occasion.  It turned out so nicely
that Colin Cahoon decided to take it home and put it in
his freezer for the next anniversary party.  Carstens &
Cahoon would like to thank all our clients, friends, and
supporters for an outstanding first ten years.

bear and a third-party makes, uses, or sells a substan-
tially similar looking teddy bear, that party infringes
your patent and is subject to all the damages available
to patent holders.

   So, before you so easily dismiss the possibility of
obtaining a design patent on something that just looks
interesting, remember to consider the possibility of
obtaining design patent protection.  Because, as you
now know, teddy bears are patentable.
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owner can satisfy the objective standard, it must also
show that the risk of liability for infringement was either
known to the accused infringer or so obvious that it
should have been known.

   The Seagate decision therefore represents a significant
change to the law concerning enhanced damages. In
fact, the Federal Court expressly abandoned any
“affirmative duty of due care,” including any
“affirmative obligation to obtain opinion of counsel.” 
The decision lessens the risk of litigation to an accused
infringer, as the new standard considerably reduces the
likelihood that an accused infringer will be held liable
for enhanced damages.

   We nevertheless continue to strongly recommend
seeking the advice of counsel when notified of another’s
patent rights, because finding that a patent has been will-
fully infringed still depends on the accused infringer’s
subjective state of mind.  A jury that has determined a
patent has been infringed, and that the infringer acted
despite an objectively high likelihood that its actions
constituted infringement (the objective standard) may
have little difficulty also finding that the infringer knew
or should have known of the risk of liability for infringe-
ment (the subjective standard).  The most effective way
of showing that the infringer had no reason to know of
the risk is to present evidence that the accused infringer
acted in good faith reliance on competent legal advice
that there was no infringement and/or that the patent was
invalid. Indeed, it may prove true that good faith reli-
ance on legal advice renders a company immune to
claims of willfulness.

The Patent Act authorizes a court to enhance damages
awarded to a patent owner for infringement of a patent
up to three times the amount of actual damages. Poten-
tial liability for enhanced damages is a significant factor
contributing to the high cost of patent litigation.

   Courts historically have linked damage enhancement
to a finding that an infringer’s conduct was “willful.” 
To avoid a finding of willfulness, companies tradition-
ally have been burdened with an affirmative duty to ex-
ercise due care to avoid infringing an existing patent.
This affirmative duty included an obligation to obtain
legal advice from patent counsel when a potential in-
fringer had actual notice of another’s patent rights.

    The U.S. Court of Appeals for the Federal Circuit,
which has jurisdiction over the appeal of all patent cases
in this country, recently issued an important ruling es-
tablishing a new standard for determining whether in-
fringement is to be considered willful.  In In re Seagate
Technology, LLC, 497 F.3d 1360 (Fed. Cir. 2007), the
Federal Circuit held that, to establish willful infringe-
ment sufficient to permit enhanced damages, a patent
owner first must show that an accused infringer’s theory
for escaping infringement liability was “objectively
reckless.”  To meet this threshold, the court held that a
patent owner “must show by clear and convincing evi-
dence that the infringer acted despite an objectively high
likelihood that its actions constituted infringement of a
valid patent.”  Under this new objective standard, an
accused infringer avoids a finding that it was objectively
reckless, and thus, the potential for enhanced damages,
by presenting either legitimate defenses to infringement
or credible invalidity arguments.  Even if the patent

Willful Infringement Vaccine
By Casey L. Griffith

The most effective way of showing that the
infringer had no reason to know of the

risk is to present evidence that the
accused infringer acted in good faith

reliance on competent legal advice that
there was no infringement and/or that the

patent was invalid.

    The proposed IDS rules are likely to be enacted in
early 2008. Patent examination may or may not be im-
proved by this measure.  However, patent applicants
should brace for increased costs due to the increased
burden of compliance.

(Continued from page 3)
What’s an Inventor to do?
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What’s an Inventor to Do With All That Knowledge?
The Coming IDS Rule Changes 

By Steven H. Washam

From an inventor’s standpoint, the patenting process
can be quite formulaic. The inventor conceives of an
idea, seeks funding, performs research, develops one or
more prototypes based on the conception, and seeks pat-
ent protection for the invention. While the patent appli-
cation is being drafted and examined, the inventor refines
the invention with an eye towards marketing to recover
the costs of development.

   Throughout the process, the inventor (and any others
intimately involved in the patenting process) “keep tabs”
on the competition by continually monitoring the industry
and related markets.  This monitoring undoubtedly brings
to light substantial numbers of documents having infor-
mation potentially relevant to the applicant’s invention
(in Patent and Trademark Office terms – “prior art”).
Given its potential relevance, what must be done with
this newly discovered prior art?

Applicants for a patent have always had a duty to dis-
close to the Patent and Trademark Office (“PTO”) any
information known to the individual to be material to the
patentability of the invention.  After all, it stands to rea-
son that the applicant is in the best position to understand
his or her invention as well as the relevant prior art that
likely helped shape it.  Patent examiners need the best
prior art information before them to conduct a thorough
and meaningful examination of the patent claims.

   Such prior art information known to the applicant can
be submitted to the PTO using an Information Disclosure
Statement (“IDS”).  The current rules for filing an IDS
are relatively liberal and allow essentially any number of
documents to be submitted without additional disclosure. 
At most, such a submission may require a basic fee and a
simple statement depending on the timeliness of the sub-
mission.  Historically, the PTO has even encouraged the
submission of large amounts of potential prior art docu-
ments even if the relevancy is questionable.  “When in
doubt,” asserted the PTO, “it is desirable and safest to

The proposed IDS rules are likely to
be enacted in early 2008.

submit information.”  This position is poised to change
drastically.

Document Submission
   In 2006 the PTO announced proposed changes to the
IDS rules. These changes, according to the PTO, are
designed to limit the number of documents submitted to
only those which are highly relevant to the invention.
To accomplish this, a threshold of twenty documents
was established.  The proposed rules will allow an appli-
cant, before the first office action, to submit to the PTO
up to twenty documents in an IDS without paying a fee
and without additional disclosure.  However, if the IDS
contains more than twenty documents, has a single
document with more than 25 pages, or has a document
written in a foreign language, additional disclosure is
required.  Further, increasingly greater disclosure is re-
quired over time for an IDS document filed after the
first office action.  In all cases, a submission fee will no
longer be necessary.

Claim Scope Amendments
   During patent application examination, it is quite com-
mon for the applicant to make amendments affecting a
claim’s scope.  Under the proposed rules, the applicant
will be required to update each IDS disclosure that has
been submitted over the lifetime of the application.  This
could get quite burdensome, for example, when an ap-
plicant has already exceeded the twenty document
threshold.

Third Party Submissions
   Historically, third parties have also been allowed to
use an IDS to submit prior art documents to the PTO.
The proposed rules will expand the period window for
such submission. Also, the rules will require the third
party to meet the same exacting submission disclosure
requirements faced by the applicant.  If the third party
submits the prior art to the applicant instead, the appli-
cant will be allowed to consent to its submission, by the
third party, directly to the PTO.  This allows the appli-
cant to get the prior art before the examiner while avoid-
ing the disclosure burden.

(Continued on page 4)
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