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COURTS HAVE 1LONG HELD that a trade-
mark owner has a duty to prevent others
from using its mark, a dury that includes
even an obligation to file suit il necessary
to prevent an infringement.’ This duiy to
police is rooted in fundamental princi-
ples of trademark law. A vrademark is by

definition a word, symbol or other device

that identifies a siugle source of goods. 1f

a trademark owner fails t prevent oth-
ers from using its mark, the mark may
cease o serve its function of idencifying
the unique source of the goods to which
the wademark is affixed. Accordingly,
a trademark owner that does not police
infringement may fnd chat consum-
ers no longer recognize its mark as a
trademark, and that it no longer has any
enforceable righes in its crademark.”
Pacent law, however, is rooted in fun-
dameneally differenc policies. Patent law
is intended o encourage the ereation and
public disclosure of new inventions.” A
patent owner that cheoses not to enforce
its patent against an infringer may forego
the full

measure of the reward that

the patent laws provide o inventors for
their innovations. However, a patent
owner’s tolerance for infringement does
not undermine the patent law’s basic
policies of encouraging innovation and
public disclosure. For this reason, pat-
ent law historically has not imposed a
duty to police infringement upon patent
owners,

Recent cases, however, suggest the
existence of ar least a limited duty to
police infringement of a patent, and per-
haps a much broader duty as well. The
consequences of a breach of this duty are
not as severe as in the rademark context.
Failure to police infringement of a patent
will not result in forfeiture of the patent.
However, failure to police infringement
can result in a loss of rights against a par-
ticular infringer or group of infringers.

This duty ro police patent infringe-
ment is rooted in the equitable defense
of laches. Under the doctrine of laches,
a patent owner may forfeit its right
to suc an infringer for past damages
when the patent owner unreasonably
and prejudicially delays hling suic against
the infringer.® Critically, “[tJhe period
of delay is measured from the time
the plaintiff knew or reasonably should
have known of the defendants alleged
infringing activities.” This “shouid have
known” standard suggests that a patent
owner may have an affirmartive obliga-
tion 1o learn facts about infringement in
the marketplace that it does not acrually
know. In other words, it suggests thar a
patent owner may have an affirmative
duty 1o police the marketpiace for patent
infringement.

The Federal Circuit has addressed this
issue direetly on three occasions. The
first such case was Hall v. Agua Queen
Mfg, Inc® In Hall, the plainaff Hall

was the inventor and owner of a patent
relating to waterbeds, and che founder
of the largest retailer of waterbeds.” The
Federal Circuir described Hall as “a cen-
tral and active figure” in the waterbed
industry, and noted that he had attended

numerous industry trade shows.’

For the first 16 years after issuance
of his patent, Hall made no effort 1o
enforce it. Then, during the patent’s final
year, Hali sent a form licensing letter 1o
essentially the entire waterbed industry,
mailing his letter to approximartely 3,000
manufacturers in all? He received no
favorable responses and, four more years
later, he filed suit against cight defen-
dangs.

The district court held on summary
judgment that Hall's claims were barred
by laches because he knew or should
have known of the defendants’ infringe-
ment. The Federal Circuir affirmed wich
respect to all defendants except for one
that had entered the market relatively
recently.” The Federal Circuic explained
that the defendants had advertised heav-
iy in trade magazines, had artended
the same trade shows as Hall, and had
even met with Hall ac the trade shows?
Despite these facts, Hall denied that he
had any actual knowledge of the defen-
dants’ sales of their allegedly infringing
waterbeds.® The Federal Circuir, how-
ever, concluded thar this denial did not
matter, The defendanes’ acrivities were
“pervasive, open, and notorious” in an
industry in which Hall was a “central
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and active figure™™ Accordingly, the
court held, Hall would be deemed o
have “constructive” knowledge of the
defendants’ activities, even if he lacked
actual knowledge.”

The Hall court never explicitly stat-
ed thar Hall had a duty o police or
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investigare the markerplace for possible
infringement. Moreover, the court’s find-
ing of “constructive” knowledge may
have simply been a convenient way of
avoiding the need to brand Hall a liar.
Nevertheless, the Hal/l courts holding
clearly implies at least a minimal ducy
to police the marketplace. Hall was obii-
gated 1o obrain and act upon knowledge
thac he claimed to fack, and his failure ro
do so resulted in a complete loss of rights
to damages from the defendants.

The Federal Circuit was far more
explicit when the issue next arose two
vears later in Wanlass v. General Flectric
Co (Wanlass D). In Wanlass I the
plaintiff was the owner of a patent
for a particular type of motor useful
in refrigerators and air conditioning
systems.”” Shortly after the patent issued
in 1977, Wanlass offered General Electric
alicense, but GE declined.™ In its written
response to Wanlass, GE acknowledged
that it was using motors of the general
type described in the patent, bur srated
that it had been doing so for a Jong time
and did not believe the idea was new.”
Over the next five years, Wanlass tested

Thus, a duty to
investigate does survive
Wanlass Ii.

some of GE’s products but uncovered no
infringement. Ten years later, Wanlass
again tested one of GE's products. This
time, he believed he found infringement,
and three years later he filed suit.”!

As in Hall, the district court ruled
on summasy judgment that the claim
was barred by laches.” As in Hall, the
Federal Circuit affirmed. This time, how-
ever, the Federal Circuir relied explicitdy
upon a duty to police the marketplace
for infringement, discussing the dury at
great length.

The springboard for the Federal
Circuit’s discussion of the duty to police

was its prior holding that “[tJhe period
of delay [for [aches} begins at the time
the patentee has actual or constructive
knowledge of the defendants potentially
infringing activities." This, the Federal
Circuit held, gives rise to a duty to police
the markerplace for infringement. As the

Federal Circuit explained:

The availability of delay based on
constructive knowledge of the alleged
infringer’s activities imposes on paten-

tees the duty to police their rights. ™

Citing  Hall, the Federal Circuit
explained that this duty includes a duty
to mvestigate “pervasive, open and noto-
rious activities that a reasonable patentee
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would suspect were infringing. For
example,” the Federal Circuit explained,
“sales, marketing, publicadon, or public
use of a product simifar to or embody-

ing technology similar to the patented

invention, or published descriptions of

the defendant’s potentially infringing
activities, give rise o a duty to investigate
whether there is infringement.”
Moreover, the Federal Circuir stared
that the duty to investigate includes
a second component. Even when the
patentee is unaware of the open and
notorious activities which should raise
his suspicions, the patentee is obligated
to become aware of those activities. As

the Federal Circuit explained

[Clonstructive  knowledge of the
infringement may be impured to the
patentee even where he has no acru-
al knowledge of the sales, marker-
ing, publication, public use or other
conspicuous activities of potential
infringemenc if these activities are
sufhciently prevalent in che inventor’s

field of endeavor.™

“The

continued, “Imputes

aw,” the Federal Circuit
knowledge when
opportuniry and interest, combined
with reasonable care, would necessarily
mmpart it The Federal Cireuit then

explained the degree of care it deems o

be reasonable. “[A] reasonable patencee,”
the Federal Circuir srared, “motivated
by his interest in recovering for and
preventing infringemenc, keeps abreast
of the activities of those in his field of
endeavor.”™ Similarly, a patent owner
has a duty “1o0 examine readily available
information.”

The Federal Circuir also ser forth che
policies it believed justified the imposi-
tion of a duty to police upon parent

OWINCIS.

Allocating the burden to patentees to
seek out infringers is proper. . .because
compared to potential infringers, they
are in the best position 0 know the
scope of their patent protection and,
therefore, also to know likely places
o find infringement. This superi-
{

=

r knowledge generally allows them
10 meur C()mpnmti\ftly lO'\VCf COSIs
in investigating potentially infring-
ing activities than competitors would
incur conducting patent  searches
on every aspect of their products
and notifying the patentee of their

resules.™

The facts of Wanless 1 further illus-
trate the breadth of the duty envisioned
by the court in thar case. GE mar-
keted between 800 and 900 motorized
products.™ Thus, just to monitor GE’s
activicies, Wanlass would be required
o purchase, disassemble, and test more
than 800 motors to assess whether they
infringe. The Federal Circuir, howev-
er, was unmoved by Wanlass' claim
thar this was an unreasonable burden.
According to the court, despite the num-

w

ber of produces, “the natural course
of action would have been to examine
GE motors from time to time to deter-
mine whether they had begun to use
run capacitors in an infringing way.”
The court did acknowledge thas “Irlhe
frequency with which these types of
investigations should have occurred is a
funcrion of their difficulty and cost.”™

However, because the testing of products
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was “casy and inexpensive,” the court
concluded that it was unreasonable for
Wanlass to conduct no rests over a en
year period.”

The Wiaanlass [ decision thus estab-

lished, as clearly as any court decision
could, a broad duty on the part of par-
ent owners to police the markerplace for
infringement by inspecting or testing
produces that are openly marketed or
described in readily available publica-
tions. That clarity, however, was shore
lived. Juse 10 days laser, the same three-
judge panel of the Federal Circuir held
in Wanlass v. Fedders Corp.®® (Weanlass
I} that the very same plainuff, Mr.
Wanlass, did #or have a duty w inspect
or test motors openly marketed by a
leading air conditioning company and
designed, ironically, by GE, the same

company whose motors were declared

The law of laches in
patent cases thus
remains in disarray.

beyond the reach of Mr. Wanlass in
Wanlass 1.

The language used by the Federal Circuit
in Wanlass Il was as emphatic as the
contradictory language used in Wanlass
I For example, the Wanlass I court
explicitly denounced the existence of any
duty to police an industry by testing all
openly marketed products:

Wanlass did not have a duty o police
the room air-conditioning industry by
westing all questionable products.”

Such a duty, the Wanlass Il court held,

would be unreasonable:

[Plolicing the industry would require
testing of an unknown number
of models. Imposing a duty upon
Wanlass to moniror the air-condition-
ing industry by periodically testing all
others’ produces, therefore would be
unreasonable,?®

Furthermore, the court explained,
“Wanlasss companics could nor afford
to purchase and dismantle every air-con-
disioner medel on che marker and test
the single phase moror found inside.”
Accordingly, the court held thar Wanlass
had no duty w police the marker and
was not guilty of Taches.

The Windass 11 court went e some
length to distinguish its earlier decision
in Hall, explaining chac Mr. Wanlass
was not active in the industry and that
infringement of the Wanlass patent could
not be determined from a cursory inspec-
tlon of an air conditioner.™ However, the
Wanlass 11 court made essentially no
cftort to distinguish Windess 1, decided
by the very same panel of judges just 10
days carlier. In fact, the only reference o
Wanlass [is contained in a brief footnote,
where the court mentions that GE had
rejected a licensing offer a decade earlier
and therefore should have been regarded
A1

as a potential infringer! However, as

Judge Rader noted in his concurrence,

Wanlass tested GE's products after GE
rejected his license offer and found they
did not infringe™ Thus, if anything, ic
would have been reasonable for Wanlass
to regard GE as less of an infringement
threat than the rest of the indusiry.

In the final analysis, it appears that the
Whsilass 17 cour: made no scrious effort
to distinguish its-own work in Wanlass 7
because the two cases are indistinguish-
able. Both cases involved the same plain-
tiff, the same patent, the same types of
products (designed by the same design-
er-—GE) and the same delay. Yet, the
cases reach opposite results, based upon
completely irreconcilable statements of
the law. As Judge Rader observed in his

concurrence in Wiidass 11

Unfortunarely, patentees, potential
infringers, and courts will have dif-
ficulty applving the laches doctrine in
light of this opinion and [Wanlass v.]

Ceneral Flecrrie

in the years since the two Wan/ass
decisions, the Jower courts have indeed
struggled to apply the law of laches
in patent cases. Four published district
court decisions since the Winlass cases
have addressed che issue of whether
a parent owner has a dury 1o police
infringement. Two have concluded thar
there is a duty to police and two have
concluded thar there is not.

For example, in Rockwell Tnt'l Corp.
v SDL, Ine,™ the district court, citing
Wanlass I, held that “[cJourts impose a
duty on patentees to police their righes.”
However, the court sejected the laches
defense in that case because the patent
owner had diligently policed its righes.®

In Beamr Laser Systems, fne. v Cox
Communications,’ the district court, cit-
ing Wanlass I, again found that a patent
owner had a duty to police its rights.
Moreover, the court held that the par-
ent owner failed o fulbll its duty”
However, the Beam Laser court could
have found an unreasonable delay on the
facts of its case without relying upon any
duty to police. It was undisputed thar the
patent owner believed the defendant had
infringed for many years, and chose not
1o act upon his belief for the specific pur-
posc of allowing his potential damages to
grow sufficiently to warrant the expense
of an infringement suit.*® Nevertheless,
the Beam Laser court did side with the
Winnlass I court and relied upon a dury
o police.

In contrast, in frron, Inc. v. Benghiar,”
the court rejected the defendant’s argu-
ment that the patent owner had “a duty
to patrol [the accused infringer’s] prod-
ucts for infringement.” The court chose
to follow Wanlass 17, which it described
as having “characteristics similar w the

ngg

case at bar.™ The frren court did not
explain why the case before it facked
characteristics similar o Wanfass 1.
Stmilarly, in Acushuer Co. v Dunlop
Maxfli Sports Corp.,” the district court
the defendant’s

l'CjCCl'Cd argument

that the patent owner “had a duty w0
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police irs competitors” [producrs]  for
infringement.”™ Like the frrom court,
the Aewshiner court concluded that “[iln
several respects, the present case resem-
bles Woddass fH17 The Acushaer court
attempted o distinguish Weanlass 1) rely-
ing upon the same purported distinction
set forth in footnote 3 of Wialass 119
However, as discussed above, GE's rejee-
tion of Wanlass' license offer a decade
carlier, followed by its vears of marketing
non-infringing products, is not a rational
basis for distinguishing the two cases.

Interestingly, in each of the four dis-
trict court deeisions, the court cited 1o
both  Wamidass decisions. However, in
three aof che four cases, the court cired
the Wolass decision thar it chose not
1o follow only for a general proposition
of law. Only the Aewshner court made
an ettort ro distinguish the less favored
Wnlass decision,

The law of laches in patent cases
thus remains in disarray. However, two
points do scem clear. Firsg, Flall remains
good taw. Nothing in the Wanlas [
dectsion suggests thar the Federal Cireuir
has cut back on the limited dury 10
police recognized in Hall, Thus, when
open and notorious infringement occurs
at rrade shows actually attended by the
patent owner, the courts are likely to
impasc upon the patent owner 2 duty to
see what is becurring in froat of him.”
However, it is unlikely that even this is
a hard and fast rule® For example, if an
infringement occurred at a particularly
large trade show, it may be reasonable
for the patent owner to fail to notice the
activities of a single exhibitor. It may be
that infringement will be deemed “open
and notorious” only if it occurs repear-
edly in the patent owner's presence, as
was apparently the case in Hall,

Second, the infringer's open and noto-
rious activities need nor conclusively
establish intringement for the patent
owner 1o be charged with constructive
knowledge of infringement. The in fring-

er’s activities need only be of a type that

would lead a patent owner 1o suspect
thar a particular product infringes. The
patent owner then has a dury o investi-
gate thar particular product. As acknowl-

cdged by the Wanlass I court:

Although Wanlass did not havea duty
to police the room air-conditioning
industry by testing ail questionable
products, it could not ignore evidence
of potential infringement for most of
the life of the patent, and then, during
the patent's twilight, decide o aggres-

2 M-

sively police its rights by suin
facturers based on twsting evidence
that it could and hould have obrained
several years carlier, Wanlass did have
a dury 1o investigate a particilar product
if and when publicly available inforina-
tion about it showdd have fed Wisilass
to suspeet thar prodict of infringing.
For example, any advertisements for
high-efficiency air conditioners using
single phase motors and having a
capacitor capable of operating with
specific characteristies [claimed in the
patent] should have alerted Wanlass
to the prospect of infringement and
therefore the need o tese that specific,

advertised product.”

Thus, a duty to investigate does
survive Wanlass I1. A patent owner who
has information suggesting that a par-
ticular product may infringe has a dury
to investigate thar product to determine
if infringement has in fact occurred.™
Morcover, if the language of Wanlass 1
is taken titerally, the patent owner need
not have actual knowledge of any infor-
mation about the product for this duty to
arise. The duty is triggered by “publicly
available informartion,” apparently with-
out regard o whether this information s
actually known by the patent owner. Jd,

Ff chis fireral incerpretation of Wiraiss
{I'1s correct, then a fairly broad dury to
police remains m effect. A patent owner
has a duty 1o search for publicly avail-
able information abour its competitors

products and, if the information sug-

gests infringement, a duty o inspect
its competitors’ products. Under this
interpretation, Wanlass 11 retracted only

the duty under Wardass 1 1o inspeat

competitors” products in the absence of

publicly available materials suggesting
infringement by those products. In other
words, Wanlass T1 rejects the conclusion
of Wanlass 1 thar the public availabilivy
of the product itself creates the dury o
inspect that product.

Finally, whether the broader dury
to police imposed by Wanlass I retains
any vitality remains unclear. Clearly,
the Winlass 1T court had no authority
to overrule or disregard its own deci-
sion 10 days earlier in Wanlass 177 In
addition, the Federal Circuit has long
adhered o the rule thar the earlier of vwo
inconsistent precedents is controlling,®
Application of these principles suggests
that Wandass 1 remains the controlling
law. The Federal Circuir, however, felr
free to disregard these same principles
in Wasdass 1 "Thus, unless the Federal
Circuit reviews this issue e dane, the
effect of the two Winilass decisions will
remain uncertain, @
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