High Court Laches Ruling May Be Much Ado
About Nothing

Law360, New York (March 16, 2017, 12:19 PM EDT) -- Later
this year, the U.S. Supreme Court is expected to issue its
decision in SCA Hygiene Products Aktiebolag v. First Quality
Baby Products LLC.[1] The question in SCA Hygiene is whether
laches is available as an equitable bar to presuit damages in
patent infringement cases. Although there is a long history of
defendants asserting laches in response to infringement
allegations, the viability of this defense has been in doubt since
the Supreme Court's decision in Petrella v. Metro-Goldwyn-
Mayer Inc.[2] Many have expressed concern that, if the
Supreme Court does extend the Petrella holding to patent
infringement cases, this will destroy a critical check on so-called
"patent assertion entities,"[3] or "PAEs."[4] But would a
decision striking down laches as an equitable defense in patent
cases really be likely to change the dynamic between PAEs and Edward L. Tulin
alleged infringers? This article examines recent district court

decisions finding that infringement claims were barred by laches, and discusses potential
strategies for dealing with a decision in SCA Hygiene that limits the applicability of laches.

During the November 2016 oral argument before the Supreme Court, counsel for First
Quality asserted that "there are very few decisions that actually reach a conclusion that
laches is applicable. And if you search for cases where so-called patent trolls have been
barred by laches, you will find very, very few."[5] This statement appears to be correct —
district courts rarely conclude that laches bars patent infringement claims, and a tiny
proportion of those decisions were against PAEs. In the past 10 years, courts have granted
summary judgment that laches bars presuit infringement damages in only 23 cases
(including the underlying district court decision in SCA Hygiene).[6] Of those 23 decisions,
only three involved infringement claims by PAEs.[7] The vast majority of decisions
granting summary judgment that laches applied were in cases involving competitors or a
patentee that practiced in a field relating to the patented technology,[8] while the
remaining cases involved either inventorship challenges or claims brought by individual
inventors.[9]

Similarly, laches also is rarely granted post-trial. In the last 10 years, there appear to have
been only eight written post-trial opinions finding that infringement claims were barred by
laches — and only one of those decisions was issued against a PAE.[10]

Notably, the busiest two patent courts in the U.S. — the Eastern District of Texas and the
District of Delaware — have hardly ever seen successful laches defenses in patent
infringement cases. The District of Delaware has granted only two motions for summary
judgment of laches in the last 10 years, while the Eastern District of Texas, which handles
more than 40 percent of the nation's patent cases (and the lion's share of PAE cases),[11]



has not issued even a single finding of laches over that same span of time. Successful
laches defenses against PAEs are not just rare; in the most popular jurisdictions for PAEs,
they are virtually nonexistent.

Moreover, the relatively few decisions holding that patent defendants have established
laches frequently also involve an equitable estoppel defense. Equitable estoppel has a
broader effect than laches, because it is essentially an implied "license to use the invention
that extends throughout the life of the patent."[12] Thus, when equitable estoppel applies,
it bars a claim for patent infringement in its entirety; in contrast, laches typically bars only
presuit damages. Roughly half of the cases in the last 10 years with a successful laches
defense have either held that equitable estoppel also applies,[13] or had at least a
colorable equitable estoppel claim asserted.[14] Equitable estoppel claims were statistically
even more common in PAE cases in which laches was granted — all but one of those cases
involved an equitable estoppel defense.[15]

The foregoing analysis suggests that while laches is currently available to prevent presuit
claims for damages by PAEs, the potency of this doctrine is more theoretical than
empirical. It may well be that PAEs have refrained from bringing patent claims that they
know would be subject to a laches defense, or have been more likely to enter into
settlements in cases where a defendant asserts a laches defense (such that there is no
written opinion on laches in those settled cases). Even if that has been true for some PAEs,
there are many other effective weapons for accused infringers to use against PAEs if the
Supreme Court eliminates the laches defense in SCA Hygiene.

First, alleged infringers may be able to assert a claim for equitable estoppel. There is no
question that this defense will survive no matter the outcome in SCA Hygiene, and thus it
will remain available against PAEs.[16] Because equitable estoppel effectively acts as an
implied license that travels with the patent, the conduct by earlier holders of a patent who
later sell them to PAEs will be imputed to that downstream purchaser.[17] And while
equitable estoppel is typically a difficult defense to prove, it is by ho means impossible,
having resulted in the dismissal of claims in 10 patent cases in the last decade (two of
which involved PAEs).[18]

Second, while laches defenses have occasionally been resolved at the outset of a case,
they typically must await summary judgment or trial-stage resolution due to their fact
intensive nature. In contrast, in the wake of the Supreme Court's Alice decision, patent
claims against PAEs are much more commonly dismissed at the motion-to-dismiss stage
based on lack of patentable subject-matter. Indeed, while the Eastern District of Texas has
not found that laches applied in a single case in the last 10 years, that court has dismissed
computer-based patent claims asserted by PAEs in eight cases in just the last two years
alone.[19] Section 101 challenges are much more likely to result in dismissal of claims
against PAEs than laches ever was, and at a much earlier stage that laches typically does.

Third, alleged infringers may be able to assert that a lack of patent marking bars recovery
of at least some damages under Section 287(a) of the Patent Act. For instance, if a PAE
purchased a patent covering an apparatus or product from a company that had not been
marking those items with the relevant patent numbers, and the PAE failed to start marking
those products, then recovery would likely be barred prior to the time that a complaint for
infringement was filed. That would be the identical outcome to a successful laches defense
(which bars only presuit damages).[20]

It is by no means a foregone conclusion that the U.S. Supreme Court will strike down the
laches defense in SCA Hygiene. While the court's decision in Petrella was 6-3, the court's
current bench means that if only one of the justices from the Petrella majority sided with
the petitioners in SCA Hygiene, then laches would survive as a potential defense in patent
infringement cases. Whatever the outcome of SCA Hygiene, the last decade of case law
suggests that laches is of limited utility in defending claims brought by PAEs, and that



other defenses, such as invalidity, estoppel, and failure to mark, will be more effective
deterrents and defenses to such suits.
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