Litigating Willful Infringement in
the Post-Seagate World
By William L. LaFuze and Michael A. Valek

t has been a little more than a year since the United

States Court of Appeals for the Federal Circuit changed

the playing field for willful patent infringement in its
en banc decision in In re Seagate. That decision removed
the long-established affirmative duty of care to avoid
infringement, substituting in its stead a new legal require-
ment: the determination of willful infringement now tee-
ters on whether the accused infringer’s actions can be
shown to have been objectively reckless. But how has the
change to the legal standard affected the way in which
willful infringement is litigated? Now that a number of
courts have had the opportunity to interpret and apply the
objective recklessness standard, the practical effect of the
Seagate decision is increasingly evident. Here are some of
the high-level observations gleaned from one year of post-
Seagate case law.

Observation No. |: Seagate Substantively
Raised the Bar for Winning on Willfulness.

The switch from the affirmative duty of care to the
objective recklessness standard of Seagate expanded
the avenues for an accused infringer to defeat an alle-
gation of willful infringement. Prior to Seagate, will-
ful infringement could be shown by establishing that,
despite having knowledge of the patent at issue, the
accused infringer failed to exercise due care to inves-
tigate whether its actions might infringe a valid patent.
The Seagate decision changed that by doing away with
the accused infringer’s affirmative duty of care.!

The objective recklessness standard of Seagate
requires the patentee to prove that the accused infring-
er (1) acted despite an objectively high likelihood that
its actions constituted infringement of a valid patent and
(2) knew or should have known of that objectively high
risk.? Thus, there is both an objective prong (i.e., wheth-
er there was an objectively high risk) and a subjective
one (i.e., whether the accused infringer knew or should
have known of that risk). This means that whether the
accused infringer conducted an inadequate investigation
upon first learning of the patent is still important, but it
is not the critical, issue-dispositive inquiry that it often
used to be. Moreover, the new standard alters the seman-
tics of how a patentee should frame the accused infring-
er’s alleged willfulness. Instead of merely asserting that
the accused infringer failed to adequately investigate,
the patentee must now also focus heavily on the overall,
objective strength of the patentee’s liability case.’

Indeed, the switch to the objective recklessness stan-
dard appears to have made focusing on the weakness of

the patentee’s case—as opposed to simply emphasiz-
ing the accused infringer’s due care—an evermore viable
tactic in the accused infringer’s defense against willful-
ness. Following Seagate, district courts are increasingly
holding that a close call on infringement or the existence
of a substantial invalidity defense will preclude a find-
ing of recklessness.* For example, in TGIP, Inc. v. AT&T
Corp., the court for the Eastern District of Texas over-
ruled the jury’s finding of willful infringement where,
in that court’s view, infringement and validity were “at
best, a very close question.” As such, “[r]easonable per-
sons, properly instructed and exercising impartial judg-
ment, could not find by clear and convincing evidence
that [the accused infringer] acted in the face of an unjus-
tifiably high risk of harm that was either known, or so
obvious that it should have been known.”® The court
for the Northern District of California reached a simi-
lar result when it refused to award enhanced damages for
a jury finding of willfulness under the pre-Seagate stan-
dard.” There, the court explained that Seagate “signifi-
cantly rais[ed] the bar for a finding of willfulness” and
“had the Seagate standard been used in this case, Plain-
tiff might well have lost on willfulness.”®

The Federal Circuit has likewise recognized the sub-
stantive effect worked by its change to the legal standard
for willful infringement in Seagate. Recently, in Voda v.
Cordis Corporation, the Federal Circuit vacated a judg-
ment of willful infringement where the jury had been
instructed that the accused infringer had a “duty to exer-
cise due care” pursuant to the pre-Seagate legal stan-
dard.’ There, the parties agreed that the instruction was
erroneous, but the patentee urged that the error was
harmless because the evidence also established willful-
ness under the objective recklessness standard.!” The
Federal Circuit disagreed, holding that, based on the
record, “a jury instruction in accord with the Seagate
objective recklessness standard may have changed the
result of the jury verdict on willfulness.”"!

The case was remanded for a determination of will-
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fulness under the objective recklessness standard. Moreover,
in light of evidence that went primarily to the second, more
subjective, prong of the Seagate analysis—that the accused
product had been redesigned in an attempt to avoid the pat-
ents in suit and that the accused infringer had obtained sever-
al opinions of counsel regarding whether its redesigned prod-
uct infringed—the Federal Circuit suggested that there may
be insufficient evidence “as a matter of law to support a find-
ing of willfulness” under the Seagate standard.'?

Observation No. 2: Opinions of Counsel
Remain an Effective Defense Against
Willful Infringement.

At least with respect to opinions obtained prior to suit, post
-Seagate precedent continues to put a great deal of weight
on opinions of counsel as a defense to willful infringe-
ment.!* Some courts view whether or not the accused infring-
er sought the advice of counsel to be relevant only to the
second prong of the objective recklessness standard—wheth-
er the accused infringer knew or should have known of the
objectively high risk of infringement.!* Other courts do not
draw a distinction between the two prongs and globally con-
sider whether an opinion of counsel weighs against a finding
of objective recklessness.' In any event, post-Seagate courts
generally continue to put substantial weight on opinions of
counsel in the willfulness analysis. Indeed, at least one court
has specifically held that whether or not the accused infring-
er obtained the advice of counsel is still part of the “totality of
circumstances” to be considered when determining willfulness
following the Seagate decision.'®

In addition, increased certainty regarding the scope of
privilege waiver resulting from reliance on an opinion of
counsel as a defense to willful infringement has made the
decision to rely on such opinions more palatable for accused
infringers. The Federal Circuit in Seagate made clear that,
absent extraordinary circumstances, the waiver resulting from
reliance on the advice of opinion counsel will not extend to
communications with or the work product of trial counsel.
While district courts retain discretion to extend the waiv-
er where appropriate, e.g., as the Seagate court explained,
where there is evidence of “chicanery,” as of the time this
article was submitted for publication, no courts had actu-
ally done so. The protection Seagate granted to privileged
communications with, and the work product of, trial counsel
remains entirely intact. On the other hand, courts have con-
tinued to hold that reliance on the advice of opinion coun-
sel waives privilege not only to the opinion itself, but also to
communications with opinion counsel that relate to whether
the client’s reliance on that advice was reasonable."”’

Observation No. 3: It Is Still Possible to Win on
Willful Infringement, Even Where an Advice of
Counsel Defense Has Been Raised.

Even though the bar has been raised, all is not lost for paten-
tees who seek to prove willful infringement in the post-Seagate
world. District courts have continued to allow the issue of will-
ful infringement to reach the jury where there is at least some
evidentiary support. For instance, in Depomed, Inc. v. Ivax

Corp., the court for the Northern District of California list-

ed three things that could constitute “substantial” and “ample”
evidence such that a reasonable jury could find willfulness
under the objective recklessness standard.'® First, the court had
rejected the accused infringer’s motion for summary judgment
of invalidity, which tended to show that ‘““a reasonable party . .
. would not have believed that . . . [the] patents were invalid.”*
Second, the patent in suit had been issued several years before
the alleged infringement began, so there was “ample time to
investigate and discover the relevant patent.”?° Third, there was
circumstantial evidence that the accused infringer knew or at
least should have known of the existence of the patent prior

to the lawsuit.?! In light of this relatively minor showing, the
court denied the accused infringer’s motion for summary judg-
ment of no willful infringement, thereby allowing the issue to
reach the jury.

Similarly, an advice of counsel defense can still be over-
come where it appears that the accused infringer’s reliance
on an opinion was unreasonable. As was the case prior to
Seagate,? reliance on an opinion of counsel that lacks com-
petent legal analysis is still not an effective defense to will-
ful infringement. For example, in VNUS Medical Technolo-
gies, Inc. v. Diomed Holdings, Inc., the court refused to grant
summary judgment of no willful infringement where there
was evidence that the defendant knew about the patents, and
the noninfringement opinion it received in emails from coun-
sel lacked any significant legal analysis.?® The court for the
Northern District of Illinois has also rejected an advice of
counsel defense based on inadequate opinion letters.?* There,
the court denied a motion to reconsider its pre-Seagate grant
of summary judgment of willful infringement, holding that
even under the objective recklessness standard, such letters
could not be “considered by a reasonable trier of fact to be
credible evidence” supporting a conclusion that the defen-
dants did not willfully infringe.?

Accordingly, patentees facing an advice of counsel
defense should continue to attack the competence of opinion
counsel’s advice. Accused infringers should in turn be wary
of relying on a questionable opinion as a defense to will-
ful infringement because it may backfire. Specifically, the
fact that opinion counsel was unable to provide a well-rea-
soned basis for noninfringement or invalidity could support
an inference that the accused infringer knew or should have
known it was acting recklessly.

Conclusion

There is no denying that the Seagate decision substantially
changed the standard for proving willful infringement. But
the mechanics of litigating a claim for willful infringement
both for the patentee and the accused infringer remain large-
ly the same. Pre-suit opinions of counsel can still be a great
defense against willfulness. Such opinions, however, remain
subject to the same lack-of-competence attacks that could be
launched prior to Seagate. Although Seagate removed most
of the concerns regarding waiver of privilege when an advice
of counsel defense is asserted, accused infringers should not
abuse that liberty by asserting an advice of counsel defense
based on a poorly reasoned opinion or one that is inconsistent
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with trial counsel’s positions. Reliance on an opinion in those
circumstances may end up doing more harm than good. l
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