Willful Infringement: What Role Does An Opinion Of Counsel Play?
By Ira J. Schaefer & Arun Chandra’

With the increased importance of intellectual prop-
erty, it is not surprising that there has been a continual
increase in patent infringement suits being filed. One
primary catalyst for this renewed interest is the increasing
size of verdicts, which may be further amplified in the
event of willful infringement. Indeed, when infringement
is willful, compensatory damages may be trebled' and
the prevailing patentee awarded attorney’s fees.?

To rebut a charge of willful infringement, the accused
infringer must demonstrate that — under the given cir-
cumstances — he satisfactorily discharged his affirmative
duty of exercising due care to avoid patent infringement.?
Traditionally, an opinion letter was necessary to rebut a
charge of willful infringement,* and a failure to introduce
evidence of an exculpatory opinion of counsel resulted
in a negative inference.” However, in Knorr-Bremse
Systeme Fiier Nutzfahrzeuge GmbH v. Dana Corp..° the
U.S. Court of Appeals for the Federal Circuit (hereinafter
Federal Circuit) reversed that long-standing precedent.’
Knorr-Bremse, however, did not answer the question
of “whether the trier of fact, particularly a jury, can or
should be told whether or not counsel was consulted
(albeit without any inference as to the nature of the ad-
vice received) as part of the totality of the circumstances
relevant to the question of willful infringement.”® Also
left unanswered was what role opinions of counsel should
play in a patent infringement suit.” A very recent Federal
Circuit decision provides some guidance.'’

General State of Law After Knorr-Bremse

Knorr-Bremse held that no adverse inference should
result from a party’s failure to consult counsel or invoca-
tion of attorney-client privilege. Of course, where “‘a
potential infringer has actual notice of another’s patent
rights, he has an affirmative duty to exercise due care to
determine whether or not he is infringing.””!"

Patent infringement is willful if, at the time of the
infringing activity, the accused infringer has no reason-
able basis for believing that he has a right to practice the
patented invention.'> In determining whether there was
areasonable basis, courts apply a “totality of the circum-
stances” test'?, taking into account the alleged infringer’s
conduct, intent and adherence to the duty of care. This
requires looking at “exculpatory evidence as well as
evidence tending to show deliberate disregard of [the
patentee’s] rights.”'* Thus, a court must compare factors
rendering the infringer’s conduct more culpable with fac-
tors that are mitigating.'> While the relevant factors may
vary from case-to-case, the Federal Circuit has suggested
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considering the following factors: deliberate copying
by the accused infringer, the infringer’s investigation
and good faith belief of invalidity or non-infringement,
litigation conduct by the accused infringer, the duration
of the infringer’s misconduct, the extent of any remedial
actions taken by the infringer, the infringer’s motivation
for harm and the infringer’s attempt to conceal its mis-
conduct.'®

Golden Blount, Inc. v. Robert H. Peterson Co.

a. The District Court Findings

In Golden Blount, the district court found that the
defendant, Robert H. Peterson Co., willfully infringed
Golden Blount’s patent related to fireplace burners.!”
The district court’s finding was based on the fact “that
in the two and one-half years after Peterson received
notice of the patent, Peterson never obtained a written
opinion of counsel.”'® Instead, Peterson obtained oral
opinions which “were rendered without counsel hav-
ing examined either the patent’s prosecution history or
the accused device.”! The district court was further
troubled by Peterson’s reliance on its counsel’s opinion
based on the unproven representation of its employee
that the invention had been around for twenty to thirty
years, while doing little to determine whether it was truly
infringing or not, until after suit was filed.*® The district
court concluded that Peterson was unconcerned about
paying damages, because the infringement lawsuit was
not “a very meaningful case dollarwise.”*!

The district court found that the opinions were “to be
used only as an illusory shield against a later charge of
willful infringement, rather than in a good faith attempt
to avoid infringing another’s patent.”” Based on these
facts, Peterson’s infringement was found to be willful
and Golden Blount was awarded treble damages and
attorney’s fees.?

b. The Federal Circuit Affirmance
Peterson challenged the district court’s finding of willful
infringement on two grounds. First, Peterson argued that
the district court improperly drew an adverse inference
prohibited by Knorr-Bremse. Second, Peterson argued
that contrary to the district court’s finding, it did not
act in reckless disregard of the patent despite its failure
to obtain a written opinion of counsel, because it held
a reasonable, good-faith belief that it did not directly
infringe or induce infringement.

Regarding its first argument, Peterson contended that
“it had no duty to seek an opinion of counsel (let alone




a competent opinion), and that the district court could
not consider whether it obtained an opinion of counsel in
evaluating whether it discharged its duty of due care.”*
Thus, while the lack of a competent opinion might leave
it at a disadvantage in disproving willfulness, Peterson
contended that this fact could not help Golden Blount
make out a prima facie case that Peterson acted willfully.
That is, because the district court must disregard the
opinion-related evidence, the only affirmative evidence
of willfulness--that Peterson was motivated by a desire
to avoid paying attorney’s fees to Golden Blount if found
to willfully infringe--could not prove reckless conduct.”
The Federal Circuit disagreed.

The Federal Circuit noted that the district court did
not infer--as prohibited by Knorr-Bremse--that if Peterson
had obtained a competent opinion regarding the asserted
patent, such opinion would have been unfavorable to
Peterson. Instead, the district court’s finding of reckless
disregard of Golden Blount’s patent rights by Peterson
was based on all of the facts presented by Golden Blount
which included evidence regarding “the legal infirmities
of the several oral opinions that Peterson obtained.”* The
Federal Circuit concluded that the competence of those
oral opinions and the surrounding facts were relevant to
the willfulness issue and properly considered by the district
court in addition to the other evidence.”’

Regarding its second argument, Peterson contended
that it did not act in reckless disregard of the patent be-
cause it held a reasonable, good-faith belief that it did
not directly infringe and that its user instructions did not
induce infringement. The Federal Circuit rejected this
argument, in part, because ‘“Peterson made little-to-no
effort to assess whether it infringed or whether the pat-
ent was invalid after receiving notice of the patent.”?® Tt
noted that the district court did not “clearly err” in (1) ac-
cording little weight to the first two oral opinions because
Peterson’s patent attorney did not review the prosecution
history or the accused device when the opinions were
given, (2) criticizing Peterson’s reliance on the unproven
representation of its employee that the invention had been
around for twenty to thirty years, and (3) in inferring that
Peterson demonstrated a cavalier attitude toward Golden
Blount’s patent rights by failing to respond substantively
to Golden Blount’s notice letters and seeking a thorough
opinion of counsel only after suit was filed for the sole
purpose of avoiding a willfulness finding.”

Where Do We Stand Now

After Knorr-Bremse and Golden Blount, a potential
infringer with actual notice of a patent still has an affir-
mative duty to exercise due care to determine whether
or not he is infringing.*® Because this duty of care is
premised on a “totality of the circumstances,” Golden
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Blount makes it clear that there are plenty of reasons for
accused infringers to worry about willful infringement.
The accused infringer’s state of mind at the time
of the alleged infringement or the date on which he
becomes aware of a patent remains highly relevant.’!
Thus, as a practical matter, written opinions are still
very helpful in avoiding willful infringement liability.*
Indeed, evidence of an infringer’s reliance on a well
reasoned and timely opinion of counsel remains the
best way to establish one’s belief that his actions were
lawful. Moreover, while no adverse inference results
from failure to consult counsel after becoming aware
of a patent, a plaintiff may nevertheless inform the fact-
finder about the infringer’s failure to consult counsel as
part of evidence evincing infringer’s lack of due care.*
Thus, despite Knorr-Bremse, an accused infringer fails
to obtain a written opinion of counsel at his own peril.

Merely obtaining an opinion of counsel is not suf-
ficient, however. In the authors’ view, the result would
have been the same in Golden Blount if Peterson’s
counsel’s opinion had been written instead of oral, given
the fact that the prosecution history was not consulted
and the accused device was not reviewed. The opinion
letter must be “thorough enough, as combined with other
factors, to instill a belief in the infringer that a court might
reasonably hold the patent is invalid, not infringed, or
unenforceable.”* A district court judge has succinctly
summarized the factors to examine:

when the infringer sought counsel’s advice (before
or after commencing the infringing activities);
the infringer’s knowledge of the attorney’s inde-
pendence, skill and competence; the infringer’s
knowledge of the nature and extent of analysis
performed by counsel in providing the opinion;
and whether the opinion contains sufficient internal
indicia of credibility, including a validity analysis
predicated on a review of the file histories, and an
infringement analysis that compares and contrasts
the potentially infringing method or apparatus with
the patented inventions.®

Furthermore, as highlighted by Golden Blount, the
opinion letter must be obtained as soon as one becomes
aware of a patent potentially being infringed. This is
because courts are likely to be skeptical of an opinion that
suggests that the accused infringer intended to use it only
to fight a charge of willful infringement rather than as a
good faith attempt to avoid continued infringement.

It goes without saying that if an opinion of counsel
is unfavorable, it can still be beneficial to the accused
infringer. During litigation and at trial, the accused
infringer remains free to invoke attorney-client privi-
lege and refuse to reveal the contents of an unfavor-

able opinion of counsel from which no inference can
cont. on page 12
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be drawn. Thus, at the very least, having an opinion of
counsel gives the accused infringer an important choice

in litigation strategy.

Conclusion

After Knorr-Bremse and Golden Blount, while
no adverse inference results from a party’s failure to
consult counsel, such failure can still be revealed to the
trier of fact. Therefore, where an accused infringer is
charged with willful infringement, a timely opinion of
counsel remains a strong piece of evidence in refuting

the charge.
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