IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

THE NEW L&N SALES AND, : ClVIL ACTI ON
MARKETI NG, | NC. , ;
Plaintiff
V.
BIGM INC, :
Def endant ; NO. 00-4488
Newconer, S.J. February , 2001

MEMORANDUM

Presently before this Court are Mtions for Summary
Judgnent filed by both parties and the parties’ respective
Responses thereto. For the follow ng reasons, plaintiff’s Mtion
will be DENIED in part and GRANTED in part, and oral argunents
will be heard on defendant’s Mdtion for Summary Judgnent and
plaintiff’s Mtion for Summary Judgnment on defendant’s second
affirmati ve defense.
l. BACKGROUND

In this patent infringenment case, Plaintiff The New L&N
Sal es and Marketing has asserted that Defendant Big M Inc. has
sol d substantial quantities of fabric-covered elastic ponytai
hol ders that infringe L&\ s exclusive rights under U. S. Patent
No. 292,030 (“‘030 Patent”).

Both parties have noved this Court for summary judgnent
on nunerous grounds. Defendant argues: (1) L&\ s clains are
barred under the doctrine of |aches; and (2) L&\ s clains are

barred under the doctrine of equitable estoppel. Plaintiff



asserts that it is entitled to summary judgnent on its claimfor
patent infringenment, as well as the followng affirmative
def enses rai sed by defendant: (1) that L&\ s clains are barred by
undue del ay, | aches, waiver and/or estoppel; (2) that the ‘030
Patent is void and invalid because its design is dictated by
functional considerations; (3) that the ‘030 Patent was
anticipated by prior art; and (4) that the ‘030 Patent is invalid
because its design was obvious in light of prior art.!?
1. SUMVARY JUDGVENT STANDARD

A reviewi ng court may enter sunmary judgnment where
there are no genuine issues as to any material fact and one party
is entitled to judgnent as a matter of law \ite v.

West i nghouse Elec. Co., 862 F.2d 56, 59 (3d Gr. 1988). The

evi dence presented nust be viewed in the light nost favorable to
the non-noving party. [d. "The inquiry is whether the evidence
presents a sufficient disagreenent to require subm ssion to the

jury or whether it is so one sided that one party nust, as a

matter of law, prevail over the other." Anderson v. Liberty

Lobby, Inc., 477 U S. 242, 249 (1986). |In deciding the notion

for summary judgnent, it is not the function of the Court to

Al though plaintiff also contends that it is entitled
to summary judgnent on defendant’s first and third affirmative
defenses, claimng that L&N failed to state a clai mupon which
relief can be granted and that L&\ s clainms are barred by the
statute of limtations, defendant has represented that it
withdrewits first and third affirmati ve defenses on January 12,
2001.



deci de di sputed questions of fact, but only to determ ne whether
genui ne issues of fact exist. 1d. at 248-49. An issue is only
“genuine” if there is sufficient evidence with which a reasonable
jury could find for the non-noving party. See id. at 249.
Furthernore, bearing in mnd that all uncertainties are to be
resolved in favor of the non-noving party, a factual dispute is
only “material” if it mght affect the outcone of the suit under
governing law. See id. at 248.

The noving party has the initial burden of identifying
evidence which it believes shows an absence of a genuine issue of

mat eri al fact. Celotex Corp. v. Catrett, 477 U.S. 317, 324

(1986); Childers v. Joseph, 842 F.2d 689, 694 (3d Gir. 1988).

The noving party's burden may be di scharged by denonstrating that
there is an absence of evidence to support the nonnoving party's
case. Celotex, 477 U S. at 325. Once the noving party satisfies
its burden, the burden shifts to the nonnoving party, who nust go
beyond its pleadi ngs and desi gnate specific facts, by use of
affidavits, depositions, adm ssions, or answers to
interrogatories, showng that there is a genuine issue for trial.
Id. at 324. Moreover, when the nonnoving party bears the burden
of proof, it nmust "nmake a showi ng sufficient to establish the

exi stence of [every] elenment essential to that party's case."

Equi mark Commercial Fin. Co. v. CI.T. Fin. Servs. Corp., 812

F.2d 141, 144 (3d Gr. 1987) (quoting Celotex, 477 U S. at 322).



Summary judgnent nust be granted "against a party who fails to
make a showi ng sufficient to establish the existence of an
el emrent essential to that party's case, and on which that party
W || bear the burden of proof at trial." Wite, 862 F.2d at 59
(quoting Celotex, 477 U S. at 322).
L1l DI SCUSSI ON

A LEGAL STANDARD: LACHES AND EQUI TABLE ESTOPPEL

In AAC. Aukerman Co. v. R L. Chaides Const. Co., 960

F.2d 1020 (Fed.Cir. 1992), the Federal Circuit Court of Appeals
clarified and applied the principles of |aches and equitable
est oppel when those doctrines are rai sed as defenses in a patent

infringenment suit. As to |laches, the Court held, inter alia,

t hat :

1. Laches is cognizable under 35 U.S.C. § 282 as an
equi tabl e defense to a claimfor patent infringenent.

2. Where the defense of laches is established, the
patentee’s claimfor damages prior to suit may be
barr ed.

3. Two el enents underlie the defense of | aches:

(a) The patentee’s delay in bringing suit was
unr easonabl e and i nexcusabl e.

(b) The alleged infringer suffered material prejudice
attributable to the delay |laches. The district
court should consider these factors and all of the
evi dence and ot her circunstances to determ ne
whet her equity should intercede to bar pre-filing
damages.

4. A presunption of |aches arises where a patentee del ays

bringing suit for nore than six years after the date
t he patentee knew or should have known of the alleged
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infringer’'s activity.

5. A presunption has the effect of shifting the burden of
going forward with evidence, not the burden of
per suasi on.

Aukerman, 960 F.2d at 1028. As to equitable estoppel against a

patent infringenent claim the Court in Aukernman hel d:

1. Equi t abl e estoppel is cognizable under 35 U S.C. § 282
as an equitable defense to a claimfor patent
i nfringenent.

2. Where an alleged infringer establishes the defense of
equi tabl e estoppel, the patentee’s clai mmy be
entirely barred.

3. Three el ements nust be established to bar a patentee’s
suit by reason of equitable estoppel:

(a) The patentee, through m sl eading conduct, |eads
the alleged infringer to reasonably infer that the
pat ent ee does not intend to enforce its patent
agai nst the alleged infringer. “Conduct” may
i nclude specific statenents, action, inaction, or
silence where there was an obligation to speak.

(b) The alleged infringer relies on that conduct.

(c) Due toits reliance, the alleged infringer wll be
materially prejudiced if the patentee is all owed
to proceed with its claim

4. No presunption is applicable to the defense of
equi t abl e est oppel .

Id. The Court went on to note that as equitable defenses, |aches
and equitabl e estoppel are matters committed to the sound

di scretion of the trial judge, and the trial judge' s decision is
reviewed by the appellate courts under the abuse of discretion

standard. 1d.



1. LACHES

In the instant case, Big M has denonstrated evidence of
the two elenents of |aches, that is, that Ronmy Revson, the ‘030
Pat ent hol der, and L&N may have del ayed in bringing suit, and
that Big Msuffered naterial prejudice because of said del ay.
Specifically, Big Mhas produced evidence that in 1990 and 1992
Revson and her counsel wote cease and desist letters to Big M
threatening to bring suit against it for its alleged patent
infringement. Big Mhas also shown that L& knew in the early
1990s of Big Ms allegedly infringing activities. Nevertheless,
nei t her Revson nor L&N brought suit until Septenber 2000.

This Court determnes that there is a presunption of
| aches in the instant case, since a presunption of |aches arises
where a patentee delays bringing suit for nore than six years
after the date the patentee knew or should have known of the
alleged infringer’s activity. Plaintiff, however, counters
defendant’s claimfor |aches by arguing that its delay was
excusabl e because in 1993 def endant began purchasing its ponytai
hol ders from Danel Accessories, a sub-division of L&\, which |ed
L&N to believe Big M had decided to purchase froma |icensed
vendor. Allegedly, it was not until 1997, when Big M sw tched
back to purchasing its ponytail holders fromunlicensed
suppliers, that L&N again becane aware of Big Ms all eged patent

i nfringenent.



The Court determnes that it does not have enough
evidence to render a decision on the issue of laches at this
time. Accordingly, the Court will order oral argunents with the
right of counsel to present evidence on the issue of |aches.

2. EQUI TABLE ESTOPPEL

The Court al so determ nes that Big M has produced
sufficient evidence to nake out a prinma facie case for equitable
estoppel. Defendant asserts that Revson and L&N, by their
inaction and failure to bring suit against Big Mfor years after
threatening to do so in the 1990 and 1992 cease and desi st
letters, led Big Mto reasonably infer that the patentee did not
intend to enforce the ‘030 Patent against Big M Big M also
clains to have relied on L& s conduct, which will materially
prejudice Big Mif L& is allowed to proceed with its claim
because Big Mincurred nunerous costs in believing plaintiff was
not intending to enforce the ‘030 Patent.

Again, plaintiff relies on Big Ms alleged tenporary
conpliance with L&' s rights to argue that: (1) Big M knew or
shoul d have known that L&N was not abandoning its claimfor
patent infringenment and that L&N woul d take action as soon as it
| earned of Big Ms subsequent infringenent; and (2) there was no
reliance or prejudice on Big Ms part because there was no
conduct directed at Big Mby L&\ that would mislead it into

believing that any continued infringenment was condoned or



approved.

As with defendant’s claimfor |aches, the Court
determ nes that there is a need to hear oral argunents on the
i ssue of equitable estoppel before making its ruling here.
Accordingly, the Court will order oral argunents with the right
of counsel to present evidence on the issue of equitable estoppel
as wel | .

B. VALI DITY OF THE ‘ 030 PATENT

Plaintiff’s requests for sunmary judgnent on
defendant’s fourth, fifth, and sixth affirmative defenses attack
defendant’s claimthat the ‘030 Patent is invalid. Specifically,
def endant posits that the ‘030 Patent is invalid because its
design is dictated by functional considerations, it was
anticipated by prior art, and because its design was obvious in
light of prior art. Although defendant’s Response to plaintiff’s
Motion is not very clear, it appears to this Court that defendant
relies on certain products, nanely those called “Ri bbonbands” and
invented by Colleen Larkin, as prior art that anticipated the
‘030 Patent as well as rendered the ‘030 Patent design obvious.

A design patent may be issued for “any new, original
and ornanental design for an article of manufacture.” 35 U S. C
S 171. In order to be valid, a design patent “nust disclose a
design that is new, original and ornanmental, unanticipated and

inventive in character, and beyond the skill of the ordinary



designer or draftsman . . . A design patent cannot be obtained to
protect a mechanical function or cover an article whose

configuration affects its utility alone.” Spaulding v. Guardian

Light Co., 267 F.2d 111, 112 (7th Gr. 1959) (citations omtted).
In addition, patents are presuned valid by statute, see
35 U S.C 8§ 282 (1994), and “[t]he burden is on the party

asserting invalidity to prove it with facts supported by cl ear

and convincing evidence.” SSIH Equip., SSA v. United States

Int’l Trade Commin, 718 F.2d 365, 375 (Fed. Gr. 1983). The

burden of showi ng, by clear and convincing evidence, the
invalidity of patent clains is especially difficult when the
prior art was before the PTO exam ner during the prosecution of

the application. Hewl ett-Packard Co. v. Bausch & Lonb, Inc., 909

F.2d 1464, 1467 (Fed. Gr. 1990). Were there is “no PTO view
on obvi ousness in view of [the asserted] references[,] the

burden of proof . . . is nore easily carried.” EW Corp. v.

Rel i ance Universal, Inc., 755 F.2d 898, 905 (Fed. G r. 1985).

Regardl ess, the burden of proof on invalidity remains with the

party challenging the patent. See Hybritech, Inc. v. Mnoclonal

Anti bodies, Inc., 802 F.2d 1367, 1375 (Fed. Cr. 1986).

1. CLAI M CONSTRUCTI ON
The Court nust begin its analysis of validity by

construing the nmeani ng and scope of the Patent. Elner v. ICC

Fabricating, Inc., 67 F.3d 1571, 1574 (Fed. Gr. 1995). daim




construction is a matter of |law for the courts to deci de. See

Markman v. Westview Instrunents, Inc., 52 F.3d 967, 970-71 (Fed.

Cr. 1995 (en banc), aff'd, 517 U. S. 370 (1996). daim
construction nust be based on intrinsic evidence of record, i.e.,
the patent claim its description or specification and, if in

evi dence, the prosecution history. Bell & Howell Docunent Mint.

Prds. Co. v. Altek Sys., 132 F. 3d 701, 705 (Fed. Gr. 1997). The

prosecution history - the “undi sputed public record” of
proceedings in the PTO - is of primary significance in
understanding the clains. Markman, 52 F.3d at 980. “The

requi renent that the court construe di sputed cl ai mIlanguage, as
applied to design patents, nust be adapted to the practice that a
patented design is clainmed as shown in its drawing. There is

usual Iy no description of the design in words.” Goodyear Tire &

Rubber Co. v. Hercules Tire & Rubber Co., 162 F.3d 1113, 1116

(Fed. Cir. 1998) (citing 37 CF.R § 1.153(a)).
This Court previously outlined the 030 Patent’s cl aim
construction in a Menorandum Opinion in an earlier case, The New

L&N Sal es and Marketing, Inc. v. Mattel, Inc., AV.A No. 99-590

(E.D. Pa. June 6, 2000), involving the very sane ‘030 Patent at

issue in this action. After considering the patent docunent in
conjunction with the prosecution history, this Court construed

the scope of the '030 Patent claimto include the overal

ornament al visual inpression of the followi ng: (1) an overal
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annular, ring-like, and torus shape; (2) a top plan view show ng
an open center with a dianeter approximately equal to the
surrounding width of the ring's body; (3) a side elevational view
showi ng a thickness that appears less than the width of the
ring's body; (4) a perspective viewin a position of use whereby
the article is wapped around an arm and the thickness of the
article does not appear to be as less than the width of the
ring's body as it did fromthe side elevational view, and (5) a
wri nkl ed, uneven | ook to the surface of the ring consisting of
pl eats and fol ds.
2. FUNCTI ONALI TY

“I'nvalidity due to functionality is an affirmative

defense to a claimof infringenent of a design patent, and nust

be proved by the party asserting the defense.” L.A Cear, lnc.

V. Thom McAn Shoe Co., 988 F.2d 1117, 1123 (Fed.Cr. 1993). The

Court in L.A GCear noted that a design patent is directed to the
appearance of an article of manufacture; and because an article
of manufacture necessarily serves a utilitarian purpose, the
design of a useful article is deened to be functional when the
appearance of the clained design is “dictated by” the use or
purpose of the article. [d. (citations omtted). In other
words, if the particular design is essential to the use of the
article, it cannot be the subject of a design patent. 1d. It

addition, the presunption of validity for a design patent

11



i ncludes a presunption that the design is not functional. See

Power Control Corp. v. Hybrinetics, Inc., 806 F.2d 234, 240

(Fed.Cir. 1986).

In the instant case, defendant does not provide any
evi dence to support their defense that the ‘030 Patent is invalid
due to functionality. The presunption is that the ‘030 Patent is
not functional, and this Court finds that defendant has failed to
refute said presunption with any evidence. Accordingly, summary
judgnment will be granted in favor of plaintiff on defendant’s
fourth affirmative defense.

3. ANTI CI PATI ON
Patent invalidity based on anticipation is a question

of fact. See d averbel Societe Anonyne v. Northlake Mtg. &

Supply, Inc., 45 F. 3d 1550, 1554 (Fed. G r. 1995). Anticipation

is established if every elenent of a properly construed claimis

present in a single prior art reference. See id. “There nust be
no difference between the clainmed invention and the reference

di scl osure, as viewed by a person of ordinary skill in the field

of the invention.” Scripps Cinic & Research Found., 927 F.2d at

1576. It has al so been held that:

In determ ni ng whether a patented invention is
anticipated, the clains are read in the context of the
pat ent specification in which they arise and in which
the invention is described. |If needed to inpart
clarity or avoid anbiguity, the prosecution history and
the prior art nmay al so be consulted in order to
ascertain whether the patentee’s invention is novel or
was previously known to the art.

12



d averbel, 45 F. 3d at 1554. The basic test for anticipation is:
“that which infringes, if later, anticipates, if earlier.”

Polaroid Corp. v. Eastman Kodak Co., 789 F.2d 1556, 1573 (Fed.

Cr. 1986), cert. denied, 479 U S. 850 (1986)(comas added to

reflect the original quote fromPeters v. Active Mqg. Co., 129

U S. 530, 537 (1889)).

In Finnigan Corp. v. Int'l Trade Common, 180 F.3d 1354

(Fed. Cir. 1999), the Federal Ci rcuit Court described how courts
have | ong | ooked with disfavor upon invalidating patents on the
basis of nere testinonial evidence absent other evidence that
corroborates that testinony. 1d. at 1366. “The Suprenme Court
recogni zed over one hundred years ago that testinony concerning
invalidating activities can be ‘unsatisfactory’ due to ‘the
forgetful ness of witnesses, their liability to m stakes, their
proneness to recollect things as the party calling them would
have themrecollect them aside fromthe tenptation to actua

perjury.’” 1d. (quoting The Barbed-Wre Patent, 143 U S. 275,

284 (1892). The Court in Finnigan also clarified that
corroboration is required of any w tness whose testinony alone is
asserted to invalidate a patent, regardless of his or her |evel
of interest. See id. at 1369.

Def endant argues that the “Ri bbonbands” product
anticipate the ‘030 Patent because they are identical in al

rel evant aspects. Furthernore, defendant clains in its

13



Menorandum in Opposition to Plaintiff’s Mtion for Sunmary
Judgnent that “nore than a single witness is available to testify
about the manufacture and sale of fabric-covered elastic
hai rbands prior to 1986.” Defendant also contends that it has
ot her corroborating evidence of well-docunented sal es of products
that allegedly anticipate the ‘030 Patent. Although defendant
does not produce any exhibits denonstrating these docunented
sal es, or other exanples of corroborating evidence, the Court
feels that this may be attributed nore to defendant’s
carel essness in responding to defendant’s instant Mtion than the
fact that it does not have such evidence ready to be presented at
trial. Therefore, because there appears to be genuine issues of
material fact concerning the defense of anticipation, the Court
W Il preserve the issue of anticipation for the fact-finder.
4. OBVI QUSNESS

A patent is invalid for obviousness under 35 U S.C. 8§
103 “if the differences between the subject matter sought to be
patented and the prior art are such that the subject matter as a
whol e woul d have been obvious at the tinme the invention was nmade
to a person having ordinary skill in the art to which said
subject matter pertains.” The ultimte determ nation of
obvi ousness is a question of |aw based on underlying factual

inquiries. See Richardson-Vicks, Inc. v. UpJohn Co., 122 F. 3d

1476, 1479 (Fed. Cir. 1997). The factual inquiries involve

14



consi deration of the four so-called Gahamfactors: (1) the scope
and content of the prior art; (2) the differences between the
clains and the prior art; (3) the level of ordinary skill in the
pertinent art; and (4) any secondary consi derations of

nonobvi ousness, such as commerci al success. See Graham v. John

Deere Co. of Kansas City, 383 U. S. 1, 17-18 (1966). The

factfinder nust evaluate the invention, “not through the eyes of

the inventor, who may have been of exceptional skill, but as by

one of ‘ordinary skill.”” 1lnterconnect Planning Corp. v. Feil,

774 F.2d 1132, 1138 (Fed. Gr. 1985). 1In the context of design
patents, an obvi ousness anal ysis exam nes whet her the teachings
of the prior art suggest the overall appearance of the clained

design. In re Sung Nam Cho, 813 F.2d 378, 382 (Fed. Cr. 1987).

Def endant contends that the obviousness of the ‘030
Patent is clear fromvisual observation. The Court concl udes
that it cannot determne at this time whether the ‘030 Patent was
not obvious, and that the issue of obviousness shoul d be resol ved
by the fact-finder. Therefore defendants' Mtion for Sunmmary
Judgnent will be denied as to obvi ousness.

C PATENT | NFRI NGEMENT

A patent hol der bears the burden of proving
i nfringement by a preponderance of the evidence. Lee v.

Dayt on- Hudson Corp., 838 F.2d 1186, 1187 (Fed.Cir. 1988). To

prove infringenent of a design patent, the patent hol der nust

15



establish two elenents. First, it nust showthat “‘in the eye of
an ordinary observer giving such attention as a purchaser usually
gives, [the] two designs are substantially the sane [and] the

resenbl ance is such as to deceive such an observer, inducing him

to purchase one supposing it to be the other,”” Avia Goup Int'l,

Inc. v. L.A Cear California, Inc., 853 F.2d 1557, 1565 (Fed.Cr.

1988) (quoting Gorham Co. v. Wiite, 81 U S. 511, 528 (1871)).

Second, the patent hol der nust prove that the accused infringing
desi gn appropriates the point of novelty in the patented design
t hat distinguishes the design fromthe prior art. |d.

In the present case, the Court declines to grant
summary judgnent to plaintiff on the issue of infringenent,
rather reserving such a determnation for the jury. Accordingly,
plaintiff’s Mdtion for Summary Judgnent with regards to patent
infringement will be denied.

An appropriate Order will follow

Cl arence C. Newconer, S.J.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

THE NEW L&N SALES AND, : ClVIL ACTI ON
MARKETI NG, | NC. , :

Plaintiff

V.
BIGM INC, :

Def endant : NO. 00-4488

ORDER
AND NOW this day of February, 2001, upon

consi deration of the follow ng notions and responses thereto, it
i s hereby ORDERED as foll ows:

(1) Plaintiff’s Mtion for Summary Judgnent (Paper
#10) is GRANTED in part and DENIED in part.

Plaintiff’s Mtion for Summary Judgnent is GRANTED with
respect to defendant’s fourth affirmative defense cl ai m ng
invalidity of the ‘030 Patent due to functionality, and said
defense is D SM SSED

(2) Wth respect to plaintiff’s Mtion for Summary
Judgnent on defendant’s second affirmati ve def ense and
defendant’s Modtion for Sunmary Judgnent, this Court ORDERS that
it shall hear ORAL ARGUMENTS with the right of counsel to present
evi dence on the equitable issues of |aches and equitable
est oppel .

Sai d argunents shall be held at 9:00 AM Tuesday,
February 6, 2001 and will be Ilimted to the issues of |aches and

equi tabl e estoppel. The parties shall be permitted to submt



additional briefs on the issues by 2:00 PM Monday, February 5,
2001. Said briefs shall not exceed 15 pages.

(3) Plaintiff’s Motion to Preclude Big M from Taki ng
the Deposition of Colleen Larkin is DEN ED.

(4) Defendant’s Mdtion to Bifurcate and for a Parti al
Conti nuance of Trial (Paper #17) is DENIED. The parties shall be
prepared to select a jury in this action at 2:00 PM Tuesday,
February 6, 2001.

AND I'T | S SO ORDERED.

Cl arence C. Newconer, S.J.



