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By Michael D. Kaminski

Patent litigation in the United States has always been
a very difficult type of litigation. Not only are the
underlying facts generally more complex compared to
other types of litigation, but the application of those facts
to US patent law typically does not allow certainty as to
the probable outcome of the litigation. Most patents that
are litigated involve cutting-edge technology for which
even the terminology is not yet firmly established or
even understood. Further, US patent law is filled with
legal tests like “one of ordinary skill in the art” or clear-
and-convincing evidence or case-by-case determination,
all of which can be ultimately decided in any of a2 num-
ber of ways depending on the underlying facts available
and on the respective skill and expertise of the advocates.
The business context in which the patent is being liti-
gated adds to the overall complexity of the entire situa-
tion. Some product or company is frequently at risk of
being shut down in the litigation.

Despite the well-founded reasons for why US patent
litigation is uncertain and expensive, clients still want
certainty. They want to know what the probability of
success might be, how much it is going to cost, and they
want the dispute settled satisfactorily.

Because of the inherent uncertainty and general un-
pleasantness with the US litigation process, many clients
delegate most of or the entire process to outside US
counsel. It is sometimes easier for a client to just keep
as much of the process out of mind rather than to deal
with the onslaught of the entire process.

However, there is a better way. The better way is to
remain involved with the process and to be continually
updated on the developments. Managing a litigation
well can be as much an art as science. There are a num-
ber of ways in which careful planning and decisions can
make involvement earlier and more effective.

To achieve a well-managed litigation, outside coun-
sel, in-house corporate IP people, in-house technical
people, and in-house business people should stay in-
volved by participating in key decisions. To assure the
best outcome for a corporation, in-house counsel (if
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any) and the business people responsible for the case
should stay very involved. By participating in key deci-
sions occurring in the litigation, the corporation can
stay in charge and can assure that its business interests
are pursued in the most effective manner possible. It is
also recommended that a person within the company
be appointed and a person within the US litigation
team at the outside counsel be appointed to serve as the
window persons in coordinating the activities of all of
the litigation participants.

Remaining involved with the litigation process re-
sults in several important advantages. First, the business
people, not the US lawyers, remain in charge. Second,
better decisions will be made. Third, involvement tends
to make people more at ease with the process as it un-
folds. Fourth, continued involvement in the litigation
can assure that less opportunities for good advocacy get
missed. Fifth, some work that can be done in-house
can generally be done more cheaply than if done by
outside counsel.

This article sets forth several ideas and thoughts for
how to more effectively manage U.S. litigation.

General Approaches to the Litigation
and Managing Expectations

Intellectual property litigation is becoming an im-
portant part of business operations in the United States.
The explanation for why this is so relates to the chang-
ing nature of patent litigation.

First, the increasing volume of intellectual property
litigation reflects the rise of businesses that are signifi-
cantly based on or rely on intellectual property. While
patent protection is somewhat important even to the
old school steel and textile industries (for example, to
protect their manufacturing processes), generally speak-
ing, intellectual property is the very life blood of the
new US economy. Many businesses are started with,
and defined by, an idea such as a business model or a
particularly novel technological product. As intellectual
property becomes the defining aspect of a corporation,
the importance and likelihood of copying grows, as
does the impossibility of ignoring the infringement by
a competitor when a competitor moves in.

Second, there is an increasing acceptance of patent
litigation in the business community and increased per-
ception of the likelihood of success by patent owners.

Volume 18 « Number | ¢ January 2006

Intellectual Property & Technology Law Journal 13

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyyapaw.manaraa.com



The US Court of Appeals for the Federal Circuit was
established in the early 1980s to (among other things)
decide all patent appeals. Over the past 20 years, the
Federal Circuit has demonstrated that patents have
meaning and value. As the reputation and attention
given to intellectual property suits has grown, the cor-
responding willingness to bring suit has grown as well.

Third, there is a growing appreciation of the value
of an intellectual property lawsuit as a business tool.
Intellectual property is focused toward the ability to
define business markets {e.g., exclusive rights to sell a
certain kind of product or provide a certain service on
the Internet). Intellectual property rights can be, there-
fore, an important component of defining, preserving,
and enforcing a company’s business plan and goals.

Fourth, patent litigation can be profitable. All of the
following remedies may be available to a successful pat-
ent holder:

1. Damages, including even lost profits. This can include
not only lost sales but also price erosion for sales
that the plaintiff did make and lost sales on collateral
goods.

2. Doubling or trebling of those damages.
3. An award of attorneys’ fees and litigation.
4. An injunction barring future infringing activity.

5. A seizure order requiring the destruction of infringing
goods.

Thus, not only are the damages potentially enor-
mous, but the availability of an injunction can put en-
tire markets at stake. In many cases, the economic value
of an injunction exceeds even double or treble damages
for past infringement.

This potential economic reward for one party must
be compared to the cost and the risk of losing. Patent
litigation is complex, and this is reflected in the cost.
The cost in attorneys’ fees alone can be enormous, as
listed in Exhibit 1, which shows the costs for a medium
sized patent case ($1 million to $25 million at risk).!

Notwithstanding those statistics, however, it should
be noted that many, indeed most, patent disputes never
make it to trial but are resolved at an earlier stage of the
litigation for a far lower cost.

The hidden costs of litigation to the corporation,
however, can be even more significant. The distraction
from day-to-day corporation business and the effect on
business (through customer perception or the impact
on financing) are difficult to know until one has lived

through it. In short, the significance and total potential
costs of patent litigation require a well-managed case.

Concerning expectations of the result to be achieved
from the litigation, certainly every client wants total
victory, however defined, at minimal cost. But what is
a total victory? Total victory depends on the facts and
circumstances of each case.

Indeed, there may be occasions when the corpora-
tion’s business objectives in the litigation are met but
when the litigation nevertheless did not constitute a
total victory in the corporation’s eyes. For example, if
outside counsel delivers what it would consider to be
a total victory after trial, but at a price that exceeds the
corporation’s budget, it may not be a victory in the
corporation’s mind at all. The client may have been
expecting the same result, but at a fraction of the cost.
After a litigation is ended, many corporations look
at the ROI (return on investment) for the litigation,
comparing how much the litigation brought in com-
pared to its costs. Worse yet, the corporation may have
expected a result that was impossible to achieve (like a
patent owner’s being guaranteed of winning by outside
counsel), but may have failed to appreciate the impos-
sibility because it was not effectively communicated at
the outset of the case. Therefore, understanding what
the corporation wants, agreeing with the corporation
on what the outside counsel will deliver, and clearly
setting forth the expected costs of the outside counsel
services are the keys to successful representation.

Understanding the corporation’s objectives, agreeing

Exhibit 1
Average Litigation Costs for Patent Litigations
Location Percent Cost Through Trial :
25th 1,250,000
Boston Median 2,400,000
75th 4,000,000
25th 1,100,000
New York i ﬁwl\;'e;iﬁia;lwrw ] 2,125,000 N
75 | 2999000
25th 1,002,000
Chicago Median 2,001,000
75th 3,001,000
25th 1,999,000
California Median 2,999,999
75th 3,499,000
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on the litigation strategy and projects, and managing
these objectives require effective, constant communica-
tion throughout the entire litigation process. Here are
five steps that can be employed to effectively understand
the corporation’s goals and to manage the corporation’s
expectations throughout the litigation process.

The first step in managing expectations is in under-
standing what the corporation really wants from the
case. Therefore, the most important question to iden-
tify is the underlying business objectives. Corporations
often have both objective and subjective goals, both of
which need to be explored.

A second step in managing expectations 1s in un-
derstanding the corporation’s experience with the
litigation process in general? and with patent litigation
in particular. If the corporation’s legal matters are man-
aged by an in-house counsel who has litigated patent
disputes in the past, then they are more likely to under-
stand that patent law is esoteric, that patent litigation is
time consuming and expensive, and that the cost of a
mutually agreeable settlement often is more desirable,
and certainly more predictable, than going to trial.

If the corporation has been involved with patent liti-
gation in the past, it could be instructive to understand
how those cases were resolved. Some cases may have
been resolved on summary judgment, while others may
have been resolved on appeal after trial. Some may have
involved money damages, others injunctive relief, others
both injunctive relief and money damages. In any event,
it 1s likely that the majority of their cases have settled at
some point in the process. With history as the teacher,
these experiences most certainly will inform the client’s
perspectives on patent litigation, and particularly the
definition of success on any subsequent case.

Obviously, if the corporation has experience with
patent litigation (and the law), it will be much easier
for the corporation to consider possible outcomes to
the case. Conversely, if the corporation has no experi-
ence in litigation, then evaluating evidentiary issues,
discovery disputes, dispositive motion strategies, and
trial strategies will be as unfamiliar to the company as
they are to the layperson.? The outside counsel, there-
fore, must take time to explain to the corporation what
the applicable key legal principles are, as well as the
litigation process and likely results given the facts in
the case.

A third, important step in managing expectations is
fully understanding the litigation process. It is not only
the in-house patent professionals who must understand
the process but also at least some of the business deci-
sion makers. Corporations cannot possibly make an
informed decision on whether to pursue patent litiga-
tion unless they understand the path of litigation itself.

.

One of the best ways of explaining the patent litigation
process is to go over sample scheduling orders in pat-
ent cases pending in courts where the corporation is
considering filing suit. Reviewing the standing orders
of particular judges where the patent litigation may
end up can be instructive in this regard. These orders
may provide a relative framework for the critical events
that likely will arise in their patent infringement case
as well.

During the explanation of the steps in the patent
litigation process, it is important to empbhasize to your
client that civil litigation, including patent litigation, is
a slow process. Even in the fastest jurisdictions, your
client’s patent litigation likely will not get to trial in
much less than one year.# Then, the appellate process
typically takes at least another year, or more.

The fourth step is to discuss the potential high over-
all cost of the patent litigation. Certainly corporations
want good value for money. Certainly every corpora-
tion wants to know up front how much litigation will
cost. This estimate, of course, will vary depending on
many factors, including the amount in controversy,
the technology at issue, the location of the court, your
opponent’s litigation strategy, and the length of the case.
The cost of the case also will vary depending on the
client’s business objectives and willingness and ability to
invest in the litigation process.

If, on the one hand, a corporation wants to win at
all cost, then the case likely will be more expensive
because every issue will be fully developed. If the cor-
poration has a limited budget because of its financial
resources, outside counsel must understand this at the
outset and explain in clear and concise terms what can
be delivered at an agreed price. No matter what, the
uncertainty of estimating costs associated with litiga-
tion must be understood by the corporation. There
are many unanticipated events that occur during the
litigation process that require estimates to be revised.
Anyone with experience with patent property litiga-
tion understands that estimating the cost of litigation is
highly speculative and is subject to change depending
on the facts and circumstances of each case.

The fifth step is to institute a system from the start
to foster open and frequent information exchange be-
tween the corporation and the outside counsel. Good
outside litigation counsel communicate with their cor-
poration clients at every stage of the litigation process.
Communicating well not only helps the corporation to
understand litigation objectives but also helps prevent
the corporation from being surprised by bad news. A
good communications system requires not only hearing
what is expressly said but also understanding that which
is unsaid or implied. Listening requires more than sim-
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ply hearing. It requires follow up on issues that may
exist beneath the surface but that remain unexpressed
by either side of the communication.’

Because litigation is a dynamic process, assumptions
made at the outset of the case, as well as business objec-
tives, may change depending on how the facts develop
during discovery. Facts developed during discovery, rul-
ings on dispositive or nondispositive motions, and witness
performance during deposition can change the contours
of the case dramatically. Therefore, the corporation must
be kept up to date on what is happening in every phase
of the case. If facts develop during discovery that change
the assessment of the case, the corporation must under-
stand how and why, as well as how the changes assess-
ment may affect the outcome. If these facts change the
estimated budget, then this must be explained as well.

New developments of any sort must be immedi-
ately communicated. In particular, bad news should
never come as a surprise.6 Bad news, in particular, also
should be immediately communicated. A corporation’s
expectations will never be met if bad news comes as a
surprise. One way to eliminate bad news as a surprise is
to understand the likelthood of success on various case
specific events in advance.

Another way to manage expectations is to understand
that outside counsel sometimes over promises or over
commits what may happen in the litigation. As obvious
as it may sound, promising a 100 percent victory at the
beginning of a litigation is a disservice that a corpora-
tion should not accept from outside counsel. The cor-
poration should demand that the outside counsel speak
in terms of probabilities and possibilities given the facts
and circumstances of the underlying case. Surely, most
savvy clients will be uncomfortable with can’t lose
predictions. In the author’s experiences, over promising
always leads to expectations that are not met.

These more general comments should help the cor-
poration obtain, in discussions with outside counsel, a
frank and realistic vision of what may happen or is hap-
pening in the litigation.

How to Select US Patent Litigators

This section sets forth some characteristics to look
for in choosing US patent litigators.

According to a major survey of large US corpora-
tions about US litigations (not patent litigations but
including patent litigations) that was conducted by a
large US law firm,” the factor most important in this
selection of litigation counsel is “case specific experi-
ence,” not past experience with the corporation. Once
litigation counsel is retained, in-house’s counsel’s big-
gest concern with outside counsel is unpredictable cost.
The second largest factor in the selection of outside

counsel was “general competence and knowledge.” The
third most important factor was “reputation and suc-
cess rate.” Other factors identified in the survey were of
even more minor significance.

Any attorney chosen also must be competent and
skilled in using technology throughout the litigation
as well as at trial. Almost every serious litigation uses
an array of different technology throughout, including
image documents, videotaped depositions, demonstra-
tive exhibits, and recreations. Also, the use of extranets
as a way to cut costs of communication with the cor-
poration 1s very important. An extranet is an extremely
easy way to communicate with clients. An extranet is a
secure network that is used to share information from
the outside counsel’s central server. All relevant docket-
ing information, case documents, and pleadings can be
made available to the corporation at all times.

For example, in the past, document imaging had
been reserved for extremely large cases with high stakes.
This was largely due to the higher costs of imaging
compared to making paper copies. However, imaging
costs have fallen drastically in the past few years. Now,
document imaging is a cost-effective way of managing
the documents in the case. According to some surveys,
tmaging can reduce total cost. The cost of imaging is
a one-time expense. Imaging can save money by (1)
reducing the total number of copies made; (2) reduc-
ing the time spent looking for misplaced documents;
(3) making all the documents available at any time and
at any time zone through the Internet; and (4) easier
communication with clients. There are a number of
specific actions that must be taken when using docu-
ment imaging technology, but the advantages of using
this technology frequently outweigh the cost.

Another good characteristic in choosing outside
counsel is the ability of that attorney to communicate
with clients. There is no substitute for frequent commu-
nication with the client. Good litigation counsel com-
municates with clients at every stage of the litigation
process. This is a way for them to become involved and
more comfortable with the process. Communicating
frequently and on a regular basis, not only with in-
person meetings but also through formalized reports
and emails, helps better understand the litigation as it
develops and also keeps the corporation from being
surprised by bad news.

According to an advanced litigation seminar that the
author recently took, one way to effectively communi-
cate 1s to expressly restate the overall litigation objectives.
Having the corporation restate the understanding of its
objectives and concerns to outside counsel, as well as the
understanding of the likely outcomes of the case, are ef-
fective ways to arrive at a common understanding.
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Selecting the Proper Defendant to Sue
(for Patent Owners)

It is certainly true that, in most patent cases, there is
a wide variety of potential defendants. The US patent
laws grant the right to patent owners to prevent others
from making, using, selling, offering for sale, or import-
ing into the United States a product or process covered
by the patent. Infringement can be found on any of
these acts. For example, a company infringes if it makes
goods in the United States that are covered by a patent,
even if those goods are only sold overseas. Similarly, a
company that uses an infringing article in the United
States is an infringer, even if the product was bought
from a third party.

There are even more potential targets in a manufac-
turing stream in the United States. For example, for a
car that contains an infringing part, a number of com-
panies could be sued. The automobile supplier could
be sued, the original equipment manufacturer (i.e., the
car company) could be sued, the car dealership could
be sued, as well as the ultimate purchaser or ultimate
consumer of the car. For these reasons, a patent holder
has a choice of whom to sue.

Also, there are a number of strategic and legal con-
cerns involved with the selection of defendants. These
concerns can be where the suit might be brought, the
likelihood of a successful motion to transfer, or the
identity of the opponents. If the potential target is a
customer of the patent owner, it rarely makes good
sense to sue customers or potential customers, even
though the potential customer has poor judgment and
purchases goods from the infringing competitor.

Another potential class of defendants could include
a corporate alleged infringer’s officers, senior managers,
board of directors, and owners. This class of potential
defendants is frequently available. These individual
targets frequently are most available when smaller com-
panies are being targeted. The US patent laws allow
for such individuals, not just the company, to possibly
be held personally liable for patent infringement if it
can be shown that they were personally responsible for
the decisions behind making the infringing product or
using the infringing process.

Despite there being a veritable cornucopia of poten-
tial defendants in some circumstances, the default best
practice is to sue the corporation that is most directly
infringing the patent. For example, it is perhaps better
to sue the automobile supplier in our example above,
instead of the dealership or the ultimate consumer. [t
ts also perhaps not wise to sue a customer or potential
customer, such as the OEM car manufacturer itself in
our example. Once the most direct infringer is located,
it is then possible to consider other issues, such as in

which jurisdictions it may be possible to bring the law-
suit. Further, it is rarely advisable to include individuals
as defendants despite being able to do so. This strategy
is frequently thought to place more pressure on the in-
dividual and on the company to try to settle. However,
in the author’s experience, this strategy of including in-
dividual defendants rarely works well. Most federal dis-
trict court judges personally do not like including such
individual defendants, and they will take steps within
their power to protect those individual defendants.

Managing the Litigation Costs

As mentioned, patent litigation is expensive no mat-
ter what the technology, no matter where suit is filed,
and no matter how much is at stake. Recent AIPLA
statistics confirm that the cost of patent litigation can
be staggering.

Litigators typically dislike and often resist preparing
litigation budgets. There are several major reasons why.
First, some clients treat budgets as fee caps and therefore
sometimes refuse to pay legal fees.in excess of budget-
ary amounts. Second, some clients refuse to pay for the
budgeting process. Third, the uncertainties of litigation
make any budget estimate inherently speculative.

Nevertheless, corporations need more budget guid-
ance from outside counsel than the conclusory state-
ment: “It is going to be very expensive” Specifically,
corporations want and need to know a realistic esti-
mate of the costs associated with achieving their stated
business objectives. This is what corporations do in
other aspects of their business, so why not with patent
litigation as well? Corporations need these estimates to
determine whether to pursue litigation, or to consider
alternative dispute resolution techniques, or to forgo
the litigation altogether. Indeed, litigation costs are part
and parcel of the potential downside risk a corporation
may face and thus are part and parcel of any risk analy-
sis. Once in litigation, budgets are necessary to prevent
sticker shock and the incumbent surprise.

Therefore, once outside counsel understands business
objectives and priorities, litigation counsel should pre-
pare a detailed litigation plan and budget. The plan will
provide a roadmap of how the outside counsel proposes
to reach the corporation’s objectives. If the corporation
decides to pursue the case, then the plan and budget
also can be used as mileposts to measure progress.

Importantly, any budget must address not only legal
fees but also out-of-pocket expenses or disbursements.
Disbursements can be significant in patent cases because
of the expert intensive nature of these litigations, as well
as the expenses that may be incurred to simplify the
case to educate the judge or jury.

There are as many approaches to budgeting as there
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are imaginative lawyers and clients. Because many of the
costs associated with litigation are beyond the control of
litigation counsel once litigation commences, budgets
often change because budgeting assumptions are belied
by events that develop during discovery. Nonetheless,
looking at available cost statistics and developing a
phased-based budget can help litigation counsel and
clients develop a working budget for a case.

A full and complete discussion on how to prepare a
litigation plan is outside the scope of this article. That
said, the scope of any litigation plan will vary depend-
ing on the corporation’s business objectives and the na-
ture of the case. Generally speaking, most initial budgets
will include estimates for preliminary investigation and
case analysis, preparation of the discovery plan, prepa-
ration of pleadings (including complaints, answers, or
counterclaims), written discovery, including document
production, deposition discovery, non-dispositive mo-
tions, dispositive motions, experts, settlement negotia-
tions, and trial.

Generally, it is helpful from a litigation management
perspective to prepare phase-based budgets that break
the litigation into its constituent parts based on litiga-
tion counsel’s well-defined litigation plan. Breaking a
litigation into its constituent phases allows for more
cost-effective litigation management to occur. Patent
cases are complex litigations involving substantial docu-
ment production, electronic discovery, motion practice,
demonstrative exhibits, and many expert witnesses.

One of the largest factors is the litigation style of
opposing counsel and opposing counsel’s client. In fact,
in the author’s experiences, this could account for 50
percent of the entire budget. The more aggressive the
opposing counsel, however unreasonable it may be, the
more costly the case. If your opposing counsel has a
reputation for being overly aggressive, the case almost
certainly will be more expensive. An outside counsel’s
response to such aggressiveness also is a big factor in cost.
If outside counsel feels a need to respond in the same
way to every aggressive act, then the costs will rise.

Litigation counsel also must factor in the number of
patents and the complexity of the technology at issue
in estimating the litigation budget. Generally speaking,
the more patents there are in suit, the more expensive
the case will be (and there will be more documents
to review, issues to analyze, etc.). Likewise, the more
complex the technology, the more costly litigation is
to simplify to facilitate judge and jury comprehension
(and it becomes more likely that more than one techni-
cal expert will be retained).

Another subtle factor is time. The more time is avail-
able for the litigation, the higher will be its cost. Patent
litigations are generally so complex that whatever open

time is available will be absorbed in activities that are
reasonably connected to litigation. Accordingly, the lon-
ger the amount of time available for the litigation the
greater the overall cost.

Simple technology can be used to illustrate the
budgeting process, and make it more efficient, less
painful, and more useful. This technology can be used
to update budgets as the case progresses, or it can be
used to evaluate actual legal fees and expenses incurred
with budgetary estimates. Fortunately, commonly avail-
able spreadsheet software programs make the budget-
ing experience relatively easy to illustrate because the
software programs allow information to be organized,
manipulated, duplicated, and interrelated in a flexible,
nearly universally familiar format.

Three important steps could maximize the likeli-
hood of preparing an effective budget with a spread-
sheet software program. First, identify who will be
working on the matter. Lawyers, paralegals, professional
staff, and anyone who will bill time to the case should
be identified along with their billable rates. Using
spreadsheet software, this information can be entered
one time and duplicated throughout a budget as neces-
sary. The spreadsheet also will be an opportunity to un-
derstand who will be the US litigation team. Knowing
who will be working on the matter, as well as each
time biller’s hourly rate, could help build confidence
in the team members and what they will be doing on
the litigation.

Second, the budget will identify the work that will
be done and when it will be done. As mentioned,
budgeting is made easier by breaking the work into
logical phases of the litigation as defined by common
tasks and anticipated due dates. Spreadsheet software
lends itself well to deconstructing complex budgets
into such phases of the litigation because separate
sheets within a single spreadsheet file can be used to
track common tasks that have been grouped into the
different phases.

More and more these days, sophisticated clients are
tracking outside counsel’s work in task-based incre-
ments, rather than by the chronological approach to
budgeting followed by most lawyers. This is consis-
tent with a phase-based approach to budgeting and
is consistent with the American Bar Association’s
creation of a set of task-based codes for every phase
of a litigation.

Third, the budget will help to determine how much
time the outside counsel think it will take their team
to accomplish the tasks that have been identified.

Budgets broken into detailed, monthly task-based
estimates can readily be used to identify and evaluate
litigation expenses with clients. They can also be used
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as a cross reference to evaluate and refine litigation
objectives.

In addition to estimating legal fees, the budget es-
timate must address the out-of-pocket disbursements
outlined that probably would need to be paid during
the litigation. Again, these expenses include such things
as expert witness fees, expenses for video depositions,
expenses for document imaging. Fees for demonstrative
exhibits and videos to simplify your presentation of the
dispositive motion or trial stage can be considerable.
Conservatively speaking, these expenses easily can ap-
proach and at times exceed 25 percent to 35 percent of
the attorneys’ fees in a case.

Qutlays, disbursements, and other anticipated charges
can be budgeted in a fashion similar to that of attorneys’
fees. Thus, although document scanning or expert fees
could be estimated in a cursory, lump-sum fashion in a
summary sheet, spreadsheets allow virtually any antici-
pated expense to be budgeted in detail, in connection
with logically associated tasks and at realistic dates in
the litigation. Indeed, given the significance of some
of these expenses, they should be outlined in detailed,
rather than in lump-sum, fashion. Moreover, like other
data entered in the spreadsheet, disbursements can be
linked to summary sheets and automatically calculated
into the bottom line.

As should be apparent in the examples above, data
in the budget can be readily manipulated, updated, and
revised. For example, if team members change, billing
rates are adjusted, or anticipated work hours are adjust-
ed, then a few changes can update an entire budget.

How to Send and Respond
to Warning Letters

A warning letter (sometimes called a cease-and-de-
sist letter) is typically sent to a person or entity that may
be liable for patent infringement. Thus, a letter may be
sent to any entity in the distribution team who may be
doing infringing activities.8

A warning letter may be sent by the patent owner
(either the individual owner or a corporate representa-
tive), by inside counsel for a corporate patent owner
or by outside counsel representing the patent owner.
Because the person signing the letter may need to ex-
ecute an affidavit or have his or her deposition taken
if there is litigation and the tone of the warning letter
may be affected by the sender (e.g., a letter from an out-
side counsel may be perceived as more threatening than
a letter from a corporate executive), the patent owner
usually gives careful consideration to the person chosen
to send the letter.

A warning letter may have one or more of the fol-
lowing components: (1) an introduction that identifies

the patent at issue; (2) a statement that products made,
used, imported, or sold by the recipient or that a process
used by a recipient, infringes the patent; (3) an offer to
negotiate a license to the patent, a proposed royalty rate,
or a lump sum payment for a fully paid license; (4) a
threat to sue the recipient for patent infringement if the
allegedly infringing activities do not cease; (5) a dead-
line for responding to the warning letter; and (6) a copy
of the identified patent. Obviously, there are many pos-
sible variations of such a letter, the legal consequences
of which can also be varied.

Warning letters may affect one or more of the
following under US patent law: (1) the recipient’s
ability to file a declaratory judgment suit against the
patent owner to have the patent declared invalid, not
infringed, or unenforceable; (2) notice of infringe-
ment under 35 U.S.C. § 287 for purposes of recover-
ing infringement damages accrued prior to suit; (3)
notice of infringement for purposes of establishing
willful infringement; (4) the recipient’s ability to as-
sert toward or unfair competition claims if the letters
have been sent in bad faith; (5) start of the latches;
and (6) the first step in establishing equitable estoppel.
Therefore, the legal implications of sending warning
letters should be carefully reviewed. Upon receipt of
a warning letter, the recipient can take one of several
actions: (1) ignore the letter; (2) delay responding to
the warning letter by, for example, advising the patent
owner that more time is needed to investigate its al-
legation; (3) respond that the patent is not valid, not
infringed, or unenforceable after obtaining an opin-
ion of counsel; (4) discontinue sales of the accused
infringing product or modify the accused product so
that it does not infringe the accused patent; (5) initiate
licensing negotiations; (6) settle by paying the lump
sum of the royalty demanded in the warning letter;
or (7) file late declaratory judgment suit to have the
patent declared invalid, not infringed, or unenforce-
able, plus assert any tort or antitrust claims based upon
the patent owner’s bad faith. Each of these could be
individually considered.

Willful Infringement Under
the US Patent Laws

“Willful infringement” of a US patent, while not
precisely defined by the courts, embodies the notion
that the courts will punish those who have intention-
ally or deliberately disregarded the legal rights of a
patent owner.? If willful infringement has been found,
the court may increase the damages up to three times
actual damages under 35 U.S.C. § 284 and may award
reasonable attorney fees to the patent owner under 35
US.C. § 285.
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Determining if There Has Been Willful Infringement

Determination of willfulness is made on consid-
eration of the totality of circumstances. Factors to be
considered in this evaluation include (1) deliberate
copying of the patent owner’s idea or design; (2) the
infringer’s investigation and good faith beliet” of in-
validity, noninfringement, or unenforceability; (3) the
infringer’s litigation conduct; (4) the infringer’ size and
financial condition; (5) closeness of the case; (6) dura-
tion of the infringer’s misconduct; (7) remedial action
by the infringer; (8) the infringer’s motivation for harm;
and (9) whether the infringer attempted to conceal its
misconduct.!0

Although a court and jury will look to the totality of
circumstances in determining whether there has been
willful infringement, the Federal Circuit has made clear
that the most important factor is the affirmative duty
of a potential infringer with notice of the patent “to
exercise due care to determine whether or not he is
infringing, including the duty to seek and obtain com-
petent legal advice from counsel before the initiation of
any possible infringing activity.’!!

Another important factor in determining willful
infringement is whether the infringer deliberately cop-
ied the ideas or design of the patented product. Such
ideas or designs encompass, for example, copying the
commercial embodiment of the patented product, not
merely the elements of a patent claim.!2 Thus, in many
cases in which the infringer has deliberately copied
the patented invention, willful infringement has been
found.13 Conversely, in most cases where the infringer
has made a good faith effort to design around the
patented invention, willful infringement has not been
found.!4

A third important factor in determining willfulness
is the infringer’s conduct after suit has been filed. For
example, in Bott v. Four Star Corp.,!5 the Federal Circuit
found that Four Star committed willful infringement
tor sales made during a stay of the district court’s in-
junction pending appeal to the Federal Circuit and for
sales made after the Federal Circuit affirmed the district
court’s liability holding. As to the former, the district
court expressly warned Four Star that it risked liability
for increased damages if infringement continued during
the stay. Four Star argued that it should not be found
liable for willful infringement during this period based
on the generally accepted principle that a stay of an
injunction is granted to preserve the status quo pending
appeal. The Federal Circuit rejected this argument on
the grounds that 80 percent of Four Star’s total infring-
ing sales were made during this period, which provided
“ample proof that the status quo was not preserved
during the appeal 16

Enhanced Damages for Willful Infringement

Once willfulness has been established, the court, not
the jury, decides the amount of enhanced damages and
whether to award attorney’s fees by “[reweighing] the
same issues the jury faced in arriving in its willfulness
determination, but in greater nuance as may affect the
degree of enhancement.”!?

Although § 284 of the Patent Act provides that dam-
ages may be enhanced up to three times actual dam-
ages status, “a finding of willful infringement does not
mandate that damages be enhanced much less mandate
treble damages.”18 Rather, “{a]jn award of enhanced
damages for infringement, as well as the extent of the
enhancement, is committed to the discretion of the trial
court.”!® For example, in Crystal Semiconductor Corp. v.
Tritech Microelectronics International, Inc.,20 the district
court doubled actual damages and the Federal Circuit
affirmed this ruling, where Tritech (a party found li-
able for inducing infringing under 35 U.S.C. § 271(b))
failed to obtain a competent legal opinion of nonin-~
fringement or invalidity and copied the patent owner’s
patented parts.

The infringer’s size and financial condition also has
been an important factor in determining the amount
of enhanced damages in a number of cases.2! Closeness
of the case is another factor used in determining the
amount of enhanced damages.22

The duration of defendant’s misconduct was an
important consideration in the size of enhancement in
Bott, where damages were increased by 20 percent for
sales prior to the Federal Circuit’s affirmance of liability
but doubled for sales after the affirmance. The infring-
er’s remedial actions also may be taken into account
in determining the size of enhancement. For example,
in Intra Corp. v. Hamar Laser Instruments, Inc.,23 damages
were only doubled because the infringer “voluntarily
ceased manufacture and sale of infringing systems dur-
ing the pendency of this litigation.”

Recently, Professor Kimberly Moore of the George
Mason University School of Law published a paper pro-
viding statistics on willful infringement findings.24 For a
sample period 1999-2000, in which 1,721 patent cases
were considered, this study revealed the following:

+ Willful infringement was alleged in 92.3 percent of
patent infringement cases.

» Willfulness was decided only if the case went to trial
and never on summary judgment.

+ Willfulness was found in 55.7 percent of the cases
that were tried. For bench trials, the judge found the
infringer willful in 60.4 percent of these cases, while

20 Intellectual Property & Technology Law Journal
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in jury trials, the jury found the infringer willful in 56
percent of these cases.

» Damages were enhanced in 55.7 percent of the cases
where willfulness was found. If the jury found willful-
ness, the judge enhanced damages in only 36.8 per-
cent of the cases, but if the judge found willfulness, he
or she enhanced damages in 87 percent of the cases.

¢ Damages trebled in only 8.7 percent of the cases
where willfulness was found.

Attorney Fees and Costs for Willful
Infringement

Section 285 of the Patent Act provides that “a court
in exceptional cases may award reasonable attorney
fees to the prevailing party.”2s The Federal Circuit has
explicitly interpreted attorney fees under this section
to “include those sums that the prevailing party incurs
in preparation for and performance of legal services
related to the suit” and has, therefore, awarded statutory
costs in addition to attorney fees under this section.6

Determination of whether to award attorney fees
and costs, like enhanced damages, involves a two-step
process.?7 First, a district court must determine whether
the prevailing party has proved by clear-and-convincing
evidence that the case is “exceptional.” Second, if the
district court finds the case to be exceptional, it must
then determine whether an award of attorney fees is
appropriate.

A finding of willful infringement “may be a sufficient
basis in a particular case for finding the case ‘excep-
tional’ for purposes of awarding fees to the prevailing
patent owner.”28 Thus, if willful infringement has been
found, the district court has discretion on whether to
award attorney fees under § 285. Factors considered by
a court in exercising this discretion include “the degree
of culpability of the infringer, the closeness of the ques-
tion, litigation behavior and any other factors whereby
fee shifting may serve as an instrument of justice.”?

In determining the amount of attorney fees to award,
the Federal Circuit has explained that “there must be
some evidence to support the reasonableness of inter
alia the billing rate charged and the number of hours
expended.”30 Further, the Federal Circuit has explained
that the amount of the attorney fee award depends
on the extent to which the party “prevailed” and the
extent to which the case is “exceptional.”3! Finally, the
Federal Circuit has recognized that “insufficient docu-
mentation” may warrant a reduction in fees, but even
where documentation is insufficient, the court is not
relieved of its obligation to award a reasonable fee but
instead may rely upon its own experience in determin-

ing reasonable rates and hours where documentation is
inadequate.32

A recent example of how an attorney fee award was
calculated is found in Engineered Prods. Co. v. Donaldson
Co., Inc3 After finding the case exceptional based
upon willful infringement, the court granted the pat-
ent owner $1,844,933 in attorney fees and $132,725 in
costs, the full amount claimed by the patent owner.34
In reaching this decision, the court found that (1) the
number of attorneys who worked on the case for the
patent owner was reasonable, (2) the hourly billing rates
charged by the patent owner’s attorneys were reason-
able, (3) the patent owner’s documentation of attorney
fees comprising a detailed listing of time claimed for
each specific task and the hourly rate claimed also was
reasonable, and (4) the infringer’s complaints about ex-
cessive hours and rates should be rejected.

Summary

Because a warning letter implicates many strategic
and tactical decisions in a patent infringement dispute,
it is essential that the recipient carefully consider the
best course of action to take based upon an informed
analysis. That analysis should include consultation with
US patent counsel to fully inform the recipient of the
options available and the legal and economic conse-
quences of adopting those options.

Similarly, the economic consequences of a willful
infringement finding can be devastating to the infringer
because of the possibility of enhanced damages, attor-
ney fees, and costs awarded to the patent owner. For this
reason, an accused infringer, including one receiving a
warning letter, must be fully informed as to the options
available and the legal and economic consequences of
exercising those options.

Choosing the jurisdiction for the
Litigation

By statute, all patent infringement actions are heard
in the federal district court. As is perhaps expected, vast
differences between particular district courts and par-
ticular district court judges exist.

One of the goals for the Federal Circuit’s creation
was to cut down on forum shopping. Despite this goal, a
favorable forum for a litigation still can have a substantial
impact on the course and outcome of the case. An early
evaluation is necessary to identify the best forum.

A first factor is the time to trial. Some courts are
known for fast resolution, for example, the rocket docket
in Virginia or the Western District of Wisconsin or other
jurisdictions, which imposes similar schedules. Other
courts offer generally quick (although not quite so fast)
resolution; in many cases, statistics are available online.
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A second factor is the perceived sophistication of
the judges. Certain federal districts (San Francisco in
the Northern District of California, Delaware, and
Massachusetts) have an unusually large number of pat-
ent cases per judge.

A third factor is an assessment of the behavior
of the judges within a district. There are the usual
concerns, such as how expeditiously and fairly the
judge’s address discovery disputes (combined with an
assessment of the likelihood of having such disputes
based on intelligence about the opponent). There are
also substantive issues directly related to patent cases.
As just one example, the local rules in the Northern
District of California specify a number of important
procedures for patent cases, including the timing
of preliminary infringement contentions, invalidity
contentions, proposed claim constructions, and the
Markman hearing, the timing of which is discussed
later as one of the critical issues in managing a pat-
ent case.

A fourth factor is the expected feelings of the jury
pool, both in terms of past behavior and in terms of
their likely feelings about the particular plaintiff and
defendant in the case being evaluated.

In most cases, the issue will boil down to selection
of an appropriate district court, and the choice will
seem obvious. However, a choice should be made
after having thought through the options.

If a patent holder creates a reasonable apprehen-
sion of suit in another (such as by accusing them
of infringement), the accused infringer may be able
to file and maintain a declaratory judgment action,
typically in the venue of accused infringer’s choice.
Of course, a patent holder can file its own suit after
a declaratory judgment action has been filed, trigger-
ing cross motions to transfer each case to the venue
of the other.

Because courts show a strong preference for the
venue of the first-filed suit, there can be a race to
the courthouse once litigation appears likely. Indeed,
some patent holders will file suit before initiating
licensing discussions simply to avoid the risk of end-
ing up in an unfavorable forum. On the other hand,
filing a suit can impact the tone and attitude of the
negotiations.

Careful packaging of contacts with possible in-
fringers can reduce the risk of a declaratory judg-
ment action in two ways. First, the correspondence
can be packaged to reduce the chance that a court
would believe that there is a reasonable apprehension
of suit, increasing the odds of having any declaratory
judgment action dismissed in favor of a later-filed
direct action.

Second, if licensing discussions are ongoing at the
time the declaratory judgment action is filed, many dis-
trict courts will dismiss the declaratory judgment action
in the court’s discretion as premature. Careful handling
of the text of correspondence can impact the likelihood
of preserving or obtaining a desired forum on the part
of both the defendant and plaintiff.

In addition, however, alternatives are available for
a patent case. One possibility is the US Patent and
Trademark Office (PTO). Two types of proceedings
often occur in conjunction with litigation. The first
is a reexamination proceeding, where a party can
request the PTO to reexamine a patent in light of
prior art that was not before the PTO when the
patent issued. Past reexamination proceedings were
ex parte, that is, after a request was filed, the PTO
corresponded only with the patent holder. As a re-
sult, potential infringers used this tool only sparingly,
preferring to challenge the patent in court. Patent
holders would sometimes file for a reexamination
after learning of a defendant’s prior art, however,
to strengthen their litigation position. Inter partes
reexaminations are now available for more recently
issued patents. It remains to be seen whether al-
leged infringers seek to pursue this patch as a part of
their litigation strategy. Very significantly, the PTO
is undertaking a major effort to make reexamina-
tions proceedings more meaningful. One step is to
improve the quality of the examination during the
reexamination proceeding.

The second type of PTO proceeding, in appropriate
cases, is an interference. In an interference, the PTO
resolves competing claims for being the first to invent.
Although not available in most cases, the possibility of
an interference can have a substantial impact on litiga-
tion strategy.

Another forum to be considered is the International
Trade Commission (ITC). Where the potential de-
fendant exports to the United States, a proceeding in
front of the ITC is possible (if the plaintiff can also
show a “domestic industry” that is being hurt by the
infringement). Although no damages can be awarded,
these proceedings can result in an order excluding all
infringing goods from being shipped into the United
States. By statute, the proceedings will reach their con-
clusion very quickly, within one year. In addition, there
is no right to a jury trial; an administrative law judge
acts as the tier of fact.

The combination of a guaranteed quick resolution
and the ability to avoid a jury make ITC proceedings an
attractive choice for some plaintiffs. An ITC proceed-
ing is not a bar to a parallel or subsequent district court
action for damages.

22 Intellectual Property & Technology Law Journal

Volume 18 « Number | ¢ January 2006

Reproduced with permission of the copyright owner. Further reproduction prohibited without permissionyaw\w.manaraa.com



Pre-Litigation Investigation,
Including Checking the Validity
of the Patent at Issue

It is always recommended that a thorough pre-filing
investigation be undertaken. Indeed, patent holders do
far better when a litigation strategy is based on sound
up-front analysis; a careful analysis can result in avoid-
ance of an ill-advised, expensive law suit.

The first step is to review the patent, its prosecution
history, and the relevant prior art to understand the
strength of an infringement claim and any potential
weaknesses. A validity search may be ordered; both the
client and the outside counsel should feel comfortable
in the strength of validity of the patents to be in-suit.

After this step, the case against potential infringers
may be assessed. The strength of the infringement
case may be analyzed and an estimate of potential
damages may be made, based on estimates of the
magnitude of infringing sales and possible measures
of damages (e.g., lost profits or reasonable royalty).
This estimate should include, however, the competi-
tive value of an injunction barring future sales and
may include the competitive value of filing a litiga-
tion, for example, the value of sending a message to
others who may be considering entering the market
by infringing the patent.

These steps of the analysis constitute the traditional
assessment of a patent litigation. The assessment cannot
end there, however.

A complete litigation analysis must include intelli-
gence about the potential defendant(s). This intelligence
should include:

* An assessment of the defendant’s resources available
for defending the litigation;

 Past litigation behavior and settlement practices;

* Possible counterclaims and, particularly, patent coun-
terclaims; and

» Equitable considerations in a litigation with this de-
fendant.

For the first three points, a remarkable amount of
information is now available electronically. Examination
of the last point is often over-emphasized. Judges and
juries often find for the party that they want to find for
that is, based on the equities.

Since there are frequently a variety of potential de-
fendants, as noted above, this type of analysis can lead to
a more intelligent selection of defendants.

The careful litigation manager should assure that all

of the information is gathered and synthesized. Much of
this information can, in fact, result in a more informed
litigation budget.

The Understanding of judges and juries
about Technical Matters

There is a belief that patent holders generally ask for
a jury. Juries are perceived as more likely to uphold the
validity of a patent because of their perceptions that the
PTO did its job in carefully examining the application
that resulted in the patent-in-suit against the statutory
standards of patentability. Also, as another rationale, it is
believed that juries frequently do not understand the
technology involved in patents and may be more likely
to find for the patent owner.

There are other assertions that some US patent liti-
gators seem to believe:

1. If the patent-at-issue is weak, then the patent owner is
more likely to ask for a jury because a judge is more
likely to take the time to review the issues and may be
more likely to rule against the patent.

2. If the patent-at-issue is extremely complicated to
comprehend, then a trial decided by a judge actually
may be better than a jury.

3. If the patent-at-issue relates to medical treatment, then
a jury may be less likely to uphold a patent’s validity
and also find it infringed because the jury knows that
the resulting permanent injunction could affect the

public health.

With those additional observations, the available
statistical evidence shows that the belief that juries
tend to favor patent owners is generally correct.
Certainly, every litigation is different in the underly-
ing fact scenarios involved, in the manner of presenta-
tion, and in the particular judge or jury. These things
can make an enormous difference in the outcome.
Nevertheless, some sort of statistical sense about how
judges and juries decide cases is inevitably applied in
case assessment, usually based on nothing more than
an experienced attorney’s gut sense of how cases gen-
erally come out.

As least two thorough articles have been written
that include statistical analyses of the outcome of pat-
ent cases in various circumstances and the likelihood
of success for particular arguments. Some of the most
applicable data is outlined below. Specifically, according
to a survey published in 2000,35 patentees win about 58
percent of the time, with alleged infringers prevailing
42 percent of the time.
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Exhibit 2

Outcomes of Patent Cases

Valid 67% 64% 71%

Invaid 33% 36% 29%
| Enforceable 73% 75% 72%
Unenforceable 27% 25% 28%

Infringed 65% 59% 71%
| Not Infringed 35% 41% 29%

Willful 64% 53% 71%

Not Willful 36% 47% 29%

The breakdown, by issue, was reported as reflected
in Exhibat 2.

According to statistics gathered in another survey
published in 199836 patents are adjudicated to be valid
54 percent of the time and held invalid 46 percent of
the time when validity is litigated. Although some at-
torneys stress the difficulty in invalidating a patent, it is
not rare.

The most common asserted grounds for invalidation
are obviousness and anticipation based on the prior art.
Exhibit 3 shows the common grounds for invalidation.

Exhibit 4 shows the times that a particular ground
tor nvalidity is successful.

The ability to influence whether the matter is tried
before a judge or jury is, of course, limited. Often, both
sides ask for a jury simply out of fear of waiving the
right to one. In any event, if the plaintiff does not ask
for a jury, the defendant may for no other reason than
an assumption that, if the plaintiff does not want one,
the defendant must.

Exhibit 3
Common Grounds for Invalidation

Best Enab./Written

Novel.  Obv. Mode  Description

Ground

Cases
including
ground

9 %

Exhibit 4
Success of Grounds for Invalidity

Enab./Written

Description

Asserted Best
Novel.  Obw. Mode

Ground

Percent
success

41% | 36% | 36% 36%

The one opportunity to eliminate the right to a jury
1s by selection of forums, for example, proceeding be-
fore the ITC will necessarily involve a nonjury trial.

While statistics on juries versus judges are no substitute
for case analysis, they can assist in a better assessment of the
case. These statistics also can be useful in settlement discus-
sions, particularly when one party is (mis)characterizing
the way that judges or juries decide cases.

Pleading Unenforceability

As is known, about 20 years ago inequitable conduct
was frequently pleaded as a defense to patent infringe-
ment; a patent that is “unenforceable” due to a finding
of inequitable conduct is dead. The defense was so mis-
used by alleged infringers that the Federal Circuit once
called this defense a “scourge” on US patent litigation.
The strategy behind routine pleading of inequitable
conduct was to try to put pressure on the patent owner
to argue such alleged misconduct of the patent owner
in front of the jury.

The famous Kingsdown3? seemed to put a stop to the
defense of inequitable conduct. During the 1990s, such
defenses were much less common pleaded.

In more recent years, the defense has been making a
comeback. The Federal Circuit appears to be uphold-
ing more findings of inequitable conduct than in recent
history. According to a survey published in 2000, pat-
ents are held unenforceable in 27 percent of the cases
in which the defense is decided, and that number seems
to have increased since 2000.

The caution i1s that the Federal Circuit probably does
not mean a return to routinely pleading inequitable
conduct in every patent litigation. The defense now is
that the Federal Circuit is upholding findings of ineq-
uitable conduct when it appears that the district court’s
finding was supported by sufficient facts. In other
words, the Federal Circuit is upholding such findings
when it seems objectively justified to do so. (However,
the Federal Circuit is not upholding such findings
when it does not seem justified!)

As a litigation defense, what recommendations could
be made? Inequitable conduct is not recommended to
be pleaded unless some underlying facts support such
a defense. In fact, in an initial pleading, a defense of
inequitable conduct must be pleaded with particularity.
Sufficient facts must be set forth in that initial plead-
ing or else the defense will be stricken. If sufficient
facts cannot be gathered to be set forth in that initial
pleading than it is recommended that the defense not
be included. If discovery is subsequently taken and suf-
ficient facts are later gathered, then the initial pleading
may be amended to include the defense of inequitable
conduct.
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That being said, the defense of inequitable conduct
should be aggressively pursued, but with careful deci-
sions being made during the pursuit.
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Stem Cells: The Patent Landscape ............. 1

As explained in this article by Robert W. Esmond, Robert A.
Schwartzman, and Ted J. Ebersole, the patent landscape is littered with
issued patents that may affect the ability to practice stem-cell-based
therapies. Moreover, the authors report, there are hundreds of pending
patent applications claiming isolated stem cell preparations, methods for
culturing stem cells, methods of preventing differentiation of stem cells,
methods of inducing proliferation of stems cells, and methods of treatrment
with stem cells.

As a result, researchers and clinicians who currently study or intend to
study stem cells for research and therapeutic purposes may have to obtain a
license to multiple blocking patents and complementary patents to avoid
the risk of infringing these patents. Messts. Esmond, Schwartzman, and
Ebersole suggest that this will most likely lead to a complex licensing
scheme and multiple royalty payments. The proposed solutions to this
problem include passing a law providing for a stem cell research exemption
to patent infringement and compulsory licensing,. Instead, the authors
believe, the creation of a patent pool may be able to address the issue of
multiple blocking and complementary stem cells patents.

From Deepsouth Shrimpto ................. 5
Microsoft Windows: Exporting

Components of Patented Inventions

Under 35 U.S.C. § 271(f)

For many years Congress and the courts have struggled to maintain the
delicate balance between encouraging innovation via the patent laws and
using those same laws to stifle the development and marketing of products
in the United States. As Brian E. Ferguson, Stephen K. Shahida, and

Ted Jou partners in the law firm of McDermott Will & Emery LLP,
discuss here, a series of recent decisions from the US Court of Appeals for
the Federal Circuit demonstrate the difficulties that the courts face in
applying the patent laws to an increasingly digital world. These decisions,
which will have an immediate impact on the US software industry, will
also be of interest to any US-based company that uses offshore
manufacturing facilities. The authors believe that this is particularly so
given the increasing reliance on the use of software and digital information
in manufacturing processes.

The Right to License Packagesof ............ 10
Patents for a Single Royalty

Can a patent holder require prospective licensees to license packages of
patents for a single royalty, or is the patent holder required to allow its
licensees to choose the individual patents that they wish to license? As
Stephen Elliott and Charles Graybow of Kaye Scholer LLP discuss in this
article, in general, 2 patent holder tying a patent license to the licensee’s
purchase of another product may be liable per se for patent misuse,
rendering the patent unenforceable. Nevertheless, as Messts. Elliott and
Graybow point out, the US Court of Appeals for the Federal Circuit
recently reversed a decision of the US International Trade Commission and
held that a package patent license is not a tying arrangement that gives rise
to per se patent misuse. They conclude that so long as a patentee does not
do anything that implies that its patents may be available individually at a
lower royalty rate, compulsory package licensing does not constitute patent
misuse per se and is unlikely to be condemned under a rule-of-reason
analysis.

Effective Management of US Patent Litigation . . . .13

In this article, Michael D. Kaminski of Foley & Lardner LLP sets forth
several ideas and thoughts for how to effectively manage U.S. patent
litigation. Among other things, Mr. Kaminski explores how to:

¢ Select US patent litigators

¢ Choose the proper defendant to sue

e Manage litigation costs

¢ Send and respond to warning letters

¢ Choose the jurisdiction for the litigation
¢ Plead unenforceability

. Respond to a court order
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