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Willfulness in Patent Litigation

+ 35U.5.C. 5784 (1952):
“[Tlhe court shall award the claimant damages
adequate to compensate for the infringement, but in
no event less than a reasonabie royalty for the use
made of the Invention by the infringer . . . . [T]he court
may increase the damages up fo three times the
amount found or assessed.”

+ Enhanced damages generally tums on whether
infringement is willful

Willfulness in Patent Litigation

» Wiliful infringement alleged in approximately
92% of cases

+ “Plaintiffs never plead specific facts that give
rise to their beliefs regarding the defendant's
willfulness.”

+ As of 2004, no cases in which accused
infringer challenged willfulness allegations
under Rule 11

See Kimbedly A. Moore, Empirical Statisties.on Willful

Willfulness and Privilege Before Seagate

How does one determine whether infringement is willful?

Underwater Davices, Inc. v. Momison-Knudsen Co., 717
F.2d 1380 (Fed. Cir. 1983}, heid:

* Potential infringer with notice of another's patent rights
has affirmative duty to exercise due ¢are and to
investigate whether or not activities infringe any valid
and enforceable olaim of the patent

+ Ope factor relevant to that duty was whether the
alleged infringer rélied on a legal opinion that the claims
of paterit were not infringed, invalid, and/or
unenforceable

Patent Infri 14 Fod. B.J. 227, 232(2004).

Willfulness and Privilege Before Seagate

[Patent owner puts alleged infringer on notice of patentJ

[

Alleged infringer obtains opinion of counsel

[ Patent owner sues for willful infringement J

[

Alleged infringer asserts good faith reliance on
advice of counsel and produces the Opinion

Willfulness and Privilege Before Seagate

The parties dispute the scope of discovery:
a) scope of the-subjsct of the waiver (infringement,
validity, and/or unenforceability}
b} scope of work product waiver (epinion counsel's
drafts, noles, stc.)
¢) other opinions (in-house counsal, 2™ opinions, trial
counsel}
d) whether the waiver is limited to pre-suit
communications




Wilifulness and Privilege Before Seagate

Knorr-Brémse Systeme Fuer Nutzfahrzeuge
GMBHM v, Dana Corp., 383 F.3d 1337 (Fed. Cir.
2004)

= no adverse inference from invecation of the.
attorney-client and/or work product privilege

« no adverse inference from failure to obtain
opinion of counsel

+ declined to adopt per se rule
» stressed totality of circumstances

o B

Willfulness and Privilege Before Seagate

In re EchoStar, 448 F.3d 1294 (Fed. Cir. 2006}):

1. In-house counsel’s investigation constituted advice
of counsel: The court agreed with the district court
that in-house eounsel's report on infringement was a
legal opinion.

2. Waiver goes to all opinions by any attorney:
“...[w]hen EchoStar chose to rely on the advice of in-
house counse, it waived the attorney-client privilege
with regard to any attorriey-client comimunications
rejating to the same subject matter, including
communications with counsel other than in-house
counsel....” 448 F.3d at 1289,

Willfulness and Privilege Before Seagafe

In re EchoStar, 448 F.3d 1284 (Fed. Cir, 2008)
3.  Walver Includes work product refevant to the matterin
tssue, which Is the defandant’s state of mind:

Waiver of the privilega can waiva factual er non-opinion work
product that informs the count of the infringer's state of mind.

4, Scope of the Waiver: not just opinions on infringement:
This includes:
(1) documents that ambody a communication bétwaen
the atterney and tha ciient; and
(2) documerits that “discuss” a communication:
between atiorey and chient.

This dess naot Include: (3} work product nbt giver to the client.

Willfuiness and Privilege Before Seagate

in re EchoStar, 448 F.3d 1294 (Fed. Cir. 2008)

5. Time Frame: the walver extends after the filing of the
complaint:
The walver extends to advice and work product so long as
ongoing infringement is at issue in the litigation. See 448 F.3d
at $302, n.4.

Caonvolve, Inc. v. Compaq Computer
Corp. (S.D.N.Y. Sept. 27, 2006)

_[auty 33,3000 [ pec. 29, 2000 |
D [ owuted )
Pre-tawsuit | —{3uly 28,2000 |

Convolve, Inc. v. Compaq Computer
Cormp. (S.D.N.Y. Sept. 27, 20086)

+ Seagate discloses intent to rely on 3 opinicns
« Discloses al of opinion counsel's wark
product and makes him available for
deposition

Caonvelve/MIT moves to compel discovery of
any communications and work product of
Seagate's other counsal, including trial
counsel

-




Convolve, Inc. v. Compaq Computer
Corp. (S.D.N.Y. Sept. 27, 2008)

« internal communications on the same subjects as the
formal opinions

» communications between Seagate and any attomeys
on the same subjects as the opinions

« documents reflecting outside counsel's opinion on the
same subjects.as opinions

~+ documents reviewed or considered by, or forming the

bagis for, outside counsel's opinion as fo the subject
matter of opinions

» documents reflecting when oral communications
concemning the subjects of the opinions occurmed
between Seagate and cutside counsel

Convolvs, inc, v. Compag Computer
Corp. (S.D.N.Y. Sept. 27, 20086)

Trial court held:

+ Scope
Attorney-clieht privilege wailved for all
communications with:any counsel
concaming the subject matter of the opinfons

+ Time Frame

Waiver began when Seagate first gained
knowledge of patents and would last until alleged
infringement ceased

Convolve, Inc. v. Compag Computer
Corp. (S.D.N.Y. Sept. 27, 2006)

Trial court held:

= Qrdered production of requested documents and
testimony concemning subject of opinions

+ in camera review of documents relating to trial
strategy

+ Advice from trial counsel that undermined the
reasonableness of reliance on the opinions would be
disclosed

* Waiver of work product communicated to Seagate

in re Seagate Technology, LLC
En Banc Order

First question:
Should a party's assertion of the advice of
counsel defense to willful infringement
extend waiver of the attomey-client
privilege to communications with that
party’s {rial counsel? See In re EchoStar
Commc’n Corp., 448 F.3d 1294 (Fed Cir.
2008).

in re Seagafte Technology, LLC
En Bane Order

Second guestion:

What is the effect of any such waiver on
work-product immunity?

in re Seagate Technology, LLC
En Banc Order

Third question:
Given the impact of the statutory duty of
care standard announced in Underwater
Devices, Inc. v. Morrison-Knudsen Co.,
717 F.2d 1380 (Fed. Cir, 1983), on the
issue of waiver of atiorney-client privilege,
should this court reconsider the decision in
Underwater Devices and the duty of care
standard itself?




In re Seagate: PhRMA's Position

Should & party's assartion of the advice of counsel No.
defense to willfiul infringement extend waiver of the
attompy-client privilege o communications with that
party's trial counsel? See In re EchaStar Commein
Corp., 448 F.3d 1204 (Fed. Cir. 2008).

What is the effect of any such waiver 6n work-product | None; same as
immunity? for attorney-
client
privilege.

Givien the impact of the statutary duty of cane standard | Yes,
announced in Underwater Devices, Inc. v. Mormison-
Knudsen Co., 717 ¥.2d 1380 (Fed. Cir. 1883), on the
issue of waiver of attomey-client priviloga, should this
caurt recensider the decision in Underater Davices
and the, duty of care standard #tsel?

In re Seagate: PhRMA's Position
Question No. 1

Three-Part Test for Defining Scope of AGP Walver

1. Reliance, The Court ghould limit the scope of the
waiver to communications with the individual decision
maker whose rellance on the opinion is the basis for
the defense.

2. Scope. The Court should limit the scope of the waiver
to the subject of the opinion relied upon.

3. Time. For opinions obtained before litigation, the:
waiver should not extend past the filing of the
compiaint, and perhaps should not even extend past
the momerit when the tgecision maker decides to rely
on the opinion that is the basis for the defansm

In re Seagate; PhRMA's Position
Question No. 3

Affirmative duty announced in Underwater
Devices is (1} incongistent with Supreme Court
precedent and (2) not based on sound legal
precedent.

in re Seagate: PhRMA's Position
Question No. 3

Underwater Devices, inc. v. Morrisan-Knudsen Co., 217
U.S.P.Q. (BNAJ 1039 (D. HI 1982):

» Defendant had refied; albeit unsuccessfully, on the
affirmatfve defense of *honest doubt” or good faith reliance
of the advice of counsel

« Court dic not find that the trial judge had applied the
wrong standard

« Court did not find that the facts of record were insufficient
to suppart the trial court's decision

In re Seagate: PhRMA’s Position
Question No. 3

Underwater Devices, Inc. v. Morrison-Knudsen.Co,, 717
F.2d 1380, 1389-90 (Fed. Cir, 1883):

“Whare, as here, a putential infinger has actual notice of ancther's
patent rignts, he has an affirmative duty to exercise due care to
determina whether or net he is infringing. See Milgo Electric Corp. v.
Unifed Business Communicafions, Inc....

Such an affimmative duty includes, inter affa, the duty tc seek and oblain
competent (agal advica from counss! before the iniiation of any possibie
infringing activity, See Gereral Eleciric... ; Marvel Speclally Co. v. Ball
Hosiery Milfs, ine.”

In re Seagate. PhRMA's Position
Question No. 3

The Milgo case cited by thie Court in Underwater Devices
simply announced the existence of an affirmative duty of
due care, but did not explain such a duty

The two cases cited in Milgo made nc mention of any
affirmative duty




In re Seagate; PhRMA's Position
Question No. 3

Nor do the General Electric and Marve! cases cited by
Underwater Devices stand for the proposition that the duty
of case Includes the duty to seek and obtain advice of
counsel:

+ General Electric *Of course, we recognize that a good-
faith opinion by competent and independent patent
counsel may he important evidence fo be weighed on
the issue of honest doubt of patent validity.”

»  Marvel. Fourth Circuit affirmed a finding of willfut
Infringemenit, without making any reference to an
affirmative duty to consult counsel,

In re Seagate Technology, LLC
487 F.3d 1380 (Fed. Cir. 2007)

In re Seagate: Wilifulness

» Restates hoidirig of prior cases that enhanced damages
“requires a showing of willful infringement.” 447 F.3d at
1368.

» “[Wie overrule the standard set out in Underwater
Devices and hold that proof of willful Infringement
permitting enhanced damages requires at least a
showing of objective recklessness,” 497 F.3d at 1371.

* Recklessness standard consistent with general

understanding of willfulness in civil context

Patent owner's burden of proof is.two-fold

{1) threshold objective inquiry
(2) subjective inquiry (state of mind)

In re Seagate: Willfulness

I ive Ingui

“Accordingly, fo establish willful infringement, a patentee
must shew by clear and convincing evidence that the
infringer acted despite an objectively high likefinood that
its actions constituted infringement of a valid patent.”
497 F.3d at 1371.
+ “The state of mind of the accused infringer is not

.relevant to this objective inquiry.” /d.

*Objectively-defined risk” is “determined by the record
developed in the infringement proceeding.” id.

In re Seagate: Willfulness

{2) Subjective Inquiry
“If thiis threshold objective standard is satisfied, the
patentee must also demonstrate that this abjecfively-
defined risk . . . was either known or se obvious that it
should have bean known to the accused infringer.” 497
F.3d at 1371.

“We leave it to future cases o develop the application of
this standard* /d.

Footnote &: *[T]he standards of commerce would be
among the factors a court might consider.” fd.

In re Seagate: Attorney-Client Privilege

* No waiver of attorney-client privilege for trial counsel

“{A}s a general proposliion... asserting the advice of counset
defenss and disclosing opirfons of apinion counsel do not
conatitute walver of the attormey-client privilege for
eommunications with sl counsel.” 497 F.3d at' 1374.

» Excaptions for unigue gircumstances, e.¢., chicanery
*We do not purpert ta set out an absclute rule. Instead, trial
courts remain free fo exercise their discretion in unique
circumstances to exiend waiver i trial counsel, such asif &
party or counsel engages In chicanesy." fd. at 137475,

* Not a sword and shield situation




in re Seagate: Attorney-Client Privilege

Prelitigation Conduct

Because “a patentee must have & good faith basis for
alieging willful infingement... a willfulness claim asserted in
the original complaint must necessarily be grounded
exclusively in the accused infringer's pre-filing conduct.” /.
at 1374

o B

in re Seagate: Attorney-Client Privilage

Post-Filing Conduct
» Preliminary injunctien is generally adequate to remedy
poestfiling willful infringement
+ If no motion for preliminary injunction is. made, then patent
holder cannot seek enhanced damages based solsly on
post-filing conduct
+ If motion for preliminary Injunction is denied, then “fikely
the infringement did not rise to the level of recklessness”
» If there is substantial question about invalidity or
infringement, then likely silleged Infringer can defeat metion
for preliminary injunction

-

In re Seagate: Work Product Immunity

» No.waiver of work product
*“[Als & gensral proposifion, relying an opinien counsel's work
product does not waive work product immunity with respect to
trigl eounsel.” 497 F.3d at 1376. )

+ Exgeptions for unique circumstances, e.g., chicanery
“Again, we leave open the possibility that situations may arise
in which waiver may. be extended to trial counsel, such asifa
party or his counsel engages in chicanery,” fo.

+ General rules of work product doctrine still apply
"[A] party may dbtain discavery of work product absent waiver
upon a sufficient showing of need and hardship, bgaring in
mind that a higher burden must be met to altaim that pertaining
to mental processes,” Id.

In re Seagate. Concurrence By Judge
Gajarsa, Joined By Judge Newman

= No principled reason for continuing to engraft a
willfulness requirement onto Section 284

» Supreme Court cases ¢ited in opinion merely
stand for “uncontroversial proposition that a
finding of willfulness is sufficient,” not that such a
finding is necessary

In re Seagate: Concurrence By Judge
Gajarsa, Joined By Judge Newman

» Leave discretion in hands of trial courts

— HYPO 1: substantial portion of Infringer's sales data is
Inadvertently but irretrievably lest prier to discovery

— HYPO 2: plaintiff, having successfully secured a
damage award for past infringement, moves for a
permanent injunction

In re Seagate: Concurrence By Judge
Newman

Acknowledges that “new uncertainties are
intraduced by the court’s evocation of 'objective
standards’ for such inherently subjective criteria
as 'recklessness’ and 'reasonableness™

“The standards of behavior by which a possible
infringer evaluates adverse patents should be.
the standards of fair cornmerce, including
reasonableness of the actions taken in the
particular circumstances. . P




Unresolved Issues/Unanswered Questions

What fact pattern would satisfy the
“objectively high likelihood” inquiry?

“fTio establish willful infringement, a patentee must
show by clear and convincing evidehce that the
infringer acted despite an objectively high likelihood
that its aclions constituted infringement of a valid
patent.”
+ Court noted that “objectively high likelihood”
should be determined from “the record developed
in the infringement proceeding” - /e., the claims,
prior art, and accused product.

o B

“Objectively high likelihoed" standard

» Timing: Determine "objectively high
likelihood® based on only information
available at the time that allegedly infringing
conduct commenced, or also based on
information obtained through litigation?

- Contrast with waiver cut-off rationale in opinion

Shouid the cbjective recklessness standard
for wilfulness be treated similarly to the
objective baselessness standard for bad faith
enforcement of a patent?

How does Seagate affect the advice of
counsel defense?

+ Are formal opinions necessary?

+ How will opinions change?

— Will we now see opinions concluding that, while
there is some possibility of infringement, there is
not a “high fikelihood" of a finding of infringement
of a valid patent?

What exceptional circumstances warrant
extension of the waiver of privilege or work
product to trial counsel?

* What qualifies as chicanery?
- Definition: “1. Déception by trickery or sophistry.
2. A trick; a subterfuge.”

* How separate do trial counsel and opiniofnt
counsel need to be?

Will we see discovery from in-house
counsel?

Seagafe opinion expressly declined to address how
assertion of advice of counsel defense would affect
privilege and work praduct of in-house counsel:

1. What internal communications are within the
scope of the waiver of privilege by the
corparation? Who is relying on the opinion?

2. What is the scope of work product pratection for
in-house counsel?

3. Is an internal investigation sufficient in defeating
willful infringement?




When should (or can) the issue of
willfulness be resoived?

+ Should an accused infringer move for partial
surnmary judgment on willfulness
immediately after disclosing an opinion?

Pre-Seagate, willfulness decided only if and
when the case went to trial; never cn
summary judgment
See Kimberly A. Moore, Empirical Statistics on
ggl(f;f)Fatent Infringement, 14 Fed. B.J. 227, 234

Legislative Standards? H.R. 1908

L *(o) WELFUL INPRENGRNENT —

7 (1) INCERARED DAMASBE—L colrt that baa
18 getermined thet the infringer bes wilully infringed
9 & Padent oF patents way ingreasd the Srmogen up to
20 tkres times the wmount of Jowages found or BE-
2 séseid ucder sobewstivn (4), emept that ineensed
2 dameges under ihiu parogreph shall wot. apply to
] provisicps] rights tnder section 154(d).

4 “(%) PERNITTED CROUKDY POR WILLPUL-
b= MEts-—A aourt visy. find that an infringer bas will-

H.R. 1908: Grounds for Willfulness

3 “{A) sRar teotiving WEItEe nokoy from
4 tha patantas—

3 “(i) slleging sots of infringement in »
¢ spnner it 4o’ giwe the friftoger in
7 tgectivly pprebensint of sull
3 on ewdh patent, and

L4 “i) ideitiiying with pertisileity
10 sach elaivs of the patsm, ench pvoduct or
11 process that the patay owner allgges. me
2 Eringes the palint, snd the raktionchip of
13 wich profuct or procesk %o nieh dlaim,
hC] the infringer, after & veasonsbls oppoctunity to
15 investigete, theresfier performed ona or more of
14 she ol sata of infri 1t

H.R. 1908: Grounds for Willfulness

17 “(B) the infringer mtentionally gopied the-
1% patanted invention with knowledge thet it was
19 patented; or
4] “(C'} after having bean found by & court 1
21 have infringed thel patent, the infhinger em-
22 gaged in conduct fhet was not volorably dif-
23 farent from the comduot previously found to
2 hewve infringed the petent, snd that resulted in
1 » sopdrale fnding of dikingewent of the same
2 patat,

H.R. 1908: Limitations on Willfulness

“(8) LINTTATIONS ON WILIFULNBSS—(4] 4
eourt mey not find thst.en infringsr has willfully -
fringed & patent under poragreph (2) for suy. peried
of time. dhuring which the infringer hed sy informed
good faith bslief thet the patent whs invalid or wnen-
foraasble, or weuld not be infringed by the conduet
later shown to censtitute infringement of the patent.

Vo oo U W

H.R. 1908: Limitations on Willfulness
What is an “informed good faith belief"?

10 #(B) An informed good Isith beliel ‘within the
1n ineaning of mibperagraph {A) may be estshlished
12 By—

13 “4) ressonzble relisnes on sdvios-of coun-
14 sel;

15 “Hi} evidenae that the infringer somght to
16 modify its sondust to avoid nfring: snoe it
17 hod dizscvayed the patent; or

18 “{iii) other avigence & court ey find saffs.
19 dient to-establish sush good faith belisf.

EEPEY -




H.R. 1908: Limitations on Willfulness

20 "(() The decidion of the Diftinger Dot ic
21 prerent evidenge of advice of counsel iz not velevant
2 to . deterimipaticn of willfal infritigement under.

23 padagraph (2}

H.R. 1908: Limitations on Willfulness

24 “(4) LIMITATION ON FLEADING.—DBefors the

25 dete on which 8 sowrt determines that the patent in
1 fuit is not invelid, is enfordeable, and hex been in-
2 fringed by the infringer, & patentes may nét plisd
3 and a gourt way not detarmina thet sn infringer has
4 willfudly infringed & patent.”; and

For Discussion:
Proposed N.D. Cal. Jury Instruction 3.11

Thank you!

Simeon J. Frankel
sfrankel@cov.com
591-7052

Deanna L. Kwong
dkwong@ecov.com
£81-7054




B.3. Infringement
3.11 WILLFUL INFRINGEMENT

In this case; [patent holder] argues that [alleged infringer] willfully infringed the [patent
holder]’s patent.

To prove willful infringement, [patent holder] must first persuade you that the {alleged infringer]
infringed a valid and enforceable claim of the [patent holder]’s patent. The requirements for
proving such infringement were discussed in my prior instructions. ‘

In addition, to prove willful infringement, the [patent holder] must persuade you that it is highly
probable that [prior to the filing date of the complaint]®, [alleged infringer] acted with reckless
disregard of the claims of the [patent holder]’s [patent].

To demonstrate such “reckless disregard,” [patent holder] must satisfy a two-part test. The first
part of the test is objective. The [patent holder] must persuade you that the [alleged infringer]
acted despite an objectively high likelihood that its actions constituted infringement of a valid
and enforceable patent. The state of mind of the [alleged infringer] is not relevant o this inquiry,
You should focus on whether a reasonable person in the position of [alleged infringer], after
learning of the patent, could have reasonably believed that it did not infringe or reasonably
believed the patent was invalid or unenforceable. If a reasonable person in the position of
falleged infringer] could not have held such belief, then you need to consider the second part of
the test. : .

The second part of the test does depend on the state of mind of the [alleged infringer]. The
[patent holder] must persuade you that [alleged infringer] actually knew, or it was so obvious
that [alleged infringer] should have known, that its actions constituted infringement of a valid
and enforceable patent.

In deciding whether [alleged infringer] acted with reckless disregard for [patent holder]’s patent,
you should consider all of the facts surrounding the alleged infringement including, but not
limited to, the following:

(1) Whether [alleged infringer] acted in a manner consistent with the standards of
commerce for its industry; [and]

) Whether falleged infringer] intentionally copied a product of [patent holder]
covered by the patent[.} [;and]

(3)  Whether [alleged infringer] relied on a legal opinion that was well-supported and
believable and that advised [alleged infringer] (1) that the [product] [method] did

® This bracketed language should ordinarily be included as the Federal Circuit has made clear that, in ordinary
circumstances, willfulness will depend on an infringer's prelitigation conduct. In re Seagate Technology, LLC, 2007
U.S. App. LEXIS 19768 (Fed. Cir. Aug. 26, 2007).
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not infringe [patent holder])’s patent or (2) that the patent was invalid [or
unenforceable].]’

Authorities

35 US.C § 284, In re Seagate Tech, LLC, 2007 U.S. App. LEXIS 19768 (Fed. Cir. Aug. 20,
2007); Knorr-Bremse Systeme Fuer Nutzfahrzeuge GmbH v. Dana Corp., 383 F.3d 1337, 1345
(Fed. Cir. 2004) (en banc); Crystal Semiconductor Corp. v. Tritech Microelectronics Int’l, Inc.,
246 F.3d 1336, 1346 (Fed. Cir. 2001); WMS Gaming Inc. v. Int’l Game Tech., 184 F.3d 1339,
1354 (Fed. Cir. 1999); Read Corp. v. Portec, Inc., 970 F.2d 816 (Fed. Cir. 1992) Gustaﬁron Inc.
v. Intersystems Indus. Prods., Inc., 897 F.2d 508, 510 (Fed. Cir. 1990).

" This bracketed language should only be included if the alleged infringer relies on advice of counsel. There is no

affirmative obligation to obtain opinion of counsel. In re Seagate Technology, LLC, 2007 U.S. App. LEXIS 19768
(Fed. Cir. Aug, 20, 2007).
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