Dinsmore::Shohl .

ATTORNEYS

A BUSINESSPERSON'S GUIDE
TO AVOIDING WILLFUL
PATENT INFRINGEMENT

Timothy W. Hagan, Esq.

Dinsmore & Shohl LLP
October 26, 2006

© 2006 Dinsmore & Shohl LLp



Dinsmore::Shohl .

ATTORNEYS

Why should | care if | get a notice
letter?

« The Acme Widget
Company

 Widget’'s are our only
business
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ATTORNEYS

Why should | care if | get a notice
letter?
« Damages are accruing

* Your legal obligations to act arise
Immediately

e Conseqguences of ignoring the letter
* Be pro-active
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e Actual and constructive notice

e Contents of the typical cease-and-desist
letter

— Charge of infringement
— Reference to a specific product or act

— Noting a specific patent that has been
Infringed
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The affirmative duty of due care

« Arises upon recelipt;
may even arise in
other contexts

— Patent located as a
result of a search

— Patent cited as prior
art during prosecution
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The affirmative duty of due care

 What are your options?

— Refrain from infringing conduct, if not yet begun

* “IW]here, as here, a potential infringer has actual notice of
another’s patent rights, he has an affirmative duty to seek
and obtain competent legal advice from counsel before the
Initiation of any possible infringing activity.” Underwater
Devices, Inc. v. Morrison-Knudsen Co., 717 F.2d 1380, 1389-
90 (Fed. Cir. 1983).

— Stop immediately

— Obtain a license

— Obtain a competent opinion
— File your own lawsuit
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What is willful infringement?

* No statutory definition

— Read v. Portec, Inc., 970 F.2d 816, 23
USPQ2d 1426 (Fed. Cir. 1992). “No statutory
standard dictates the circumstances” under
which the district court may exercise its
discretion.
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 No Statutory definition

— 8284 compensatory and increased damages

« Upon finding for the claimant the court shall award the
claimant damages adeguate to compensate for the
Infringement, but in no event less than a reasonable royalty
for the use made of the invention by the infringer, together
with interest and costs as fixed by the court.

 When the damages are not found by a jury, the court shall
assess them. In either event the court may increase the
damages up to three times the amount found or assessed.

— 8285 Attorney fees

* The court in exceptional cases may award reasonable
attorney fees to the prevailing party.
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What the courts have said

o Totality of the circumstances

— “IU]pon the consideration of the totality of the
circumstances, clear and convincing evidence establishes
that the infringer acted in disregard of the patent, that the
Infringer had no reasonable basis for believing it had a
right to engage in the infringing acts.” Electro Med. Sys.,
S.A. v. Cooper Life Sci., Inc., 34 F.3d 1048, 1056 (Fed.
Cir. 1994). “Determination of willfulness is made on
consideration of the totality of the circumstances, and may
Include several factors.” Knorr-Bremse Systeme Fuer
Nutzfahrzeuge Gmbh v. Dana Corporation, 383 F.3d 1337
(Fed. Cir. 2004) (en banc)
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 Factors to be considered

e (1) whether the infringer deliberately copied the
iIdeas or design of the patentee

— Central Soya Co., Inc. v. Geo. A. Hormel & Co., 723
F.2d 1573, 220 USPQ 490 (Fed. Cir. 1983) (accused
Infringer hired away a key employee of the patentee
to set up a competing production plant; willfulness
found). See also, Therma-Tru Corp. v. Peachtree
Doors Inc., 44 F.3d 988, 33 USPQ2d 1274 (Fed. Cir.
1995) (copying admitted, and opinion of counsel only
belatedly obtained “in advance of litigation.”)

© 2006 Dinsmore & Shohl e



e Factors to be considered

— (2) whether the infringer, when informed of
the patent owner’s patent protection,
Investigated the issue by seeking legal advice
and formed a good faith belief that the patent
was invalid, was not infringed, or was
unenforceable

e Opinion need not be correct to be competent
« Opinion need not be absolute
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What the courts have said

e Factors to be considered

— (3) the Infringer’s behavior as a party to the
litigation
« Cooperation or obstruction
e Truth or lies

© 2006 Dinsmore & Shohl LLp



Dinsmore::Shohl .

ATTORNEYS

What the courts have said

e Factors to be considered

— (4) the Infringer’s size and financial condition
« David versus Goliath
e Patent trolls
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What the courts have said

e [Factors to be considered
— (5) closeness of the case
e Quality of your defenses

— (6) duration of the infringer’'s misconduct
* Timeliness of action
e Product modification

© 2006 Dinsmore & Shohl LLp



Dinsmore::Shohl .

ATTORNEYS

What the courts have said

e Factors to be considered

— (7) the Infringer’s motivation for harm
« Undercutting price
o Attempt to eliminate a competitor
 Blizzard of paper during litigation
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What the courts have said

e Factors to be considered

— (8) whether the infringer attempted to conceal
his misconduct
e Missing or destroyed documents
e Lack of candor
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How soon do | need to obtain an
opinion?

e ASAP

— Power Lift, Inc. v. Lang Tools, Inc., 774 F.2d 478, 227
USPQ 435 (Fed. Cir. 1985), willful infringement found
where the patentee brought suit only nine days after the
patent issued.

Do not wait until you are actually sued

— L.A. Gear, Inc. v. Thom McAn Shoe Co., 988 F.2d 1117,
25 USPQ2d 1913 (Fed. Cir. 1993), no evidence that
Infringer had received an opinion of counsel; reliance on
litigation counsel’s pleading did not provide an adequate
defense to the charge of willful infringement.
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Who should provide the opinion?

 Not a non-lawyer

— Kloster Speedsteel AB v. Crucible, Inc., 793 F.2d
1565, 230 USPQ 81 (Fed. Cir. 1986) (internal memo
by technically-trained employee urging “aggressive
strategy” in challenging patent validity demonstrated
reckless behavior. “An alleged infringer who
iIntentionally blinds himself to the facts and law,
continues to infringe, and employs the judicial
process with no solidly-based expectation of success,
can hardly be surprised when his infringement is
found to be willful.”

© 2006 Dinsmore & Shohl LLp



Dinsmore::Shohl

Who should provide the opinion?

 Not an in-house lawyer

— Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6
F.3d 1523, 28 USPQ2d 1321 (Fed. Cir. 1993)
(in-house, non-patent counsel’s oral opinion
found to be incompetent); Underwater
Devices, supra (finding of willfulness and
award of treble damages affirmed where
opinion was provided by in-house counsel
who was not a patent lawyer).
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* Not a foreign lawyer

Spindelfabrik Suessen-Schurr v. Shubert
& Salzer Maschinenfabrik AG, 829 F.2d
1075, 4 USPQ2d 1044 (Fed. Cir. 1987)
(infringer’s reliance on in-house German
patent counsel’s opinion did not preclude a
willfulness finding).
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e Safest course is to use an experienced,
iIndependent IP lawyer

e Getitin writing
— Oral opinions given less weight

— Oral opinions more difficult to prove

— Minn. Mining & Mfg. Co. v. Johnson & Johnson
Orthopedics, Inc., 976 F.2d 1559, 24 USPQ2d 1321
(Fed. Cir. 1993) Oral opinions are not favored. Such
opinions carry less weight because they have to be
proved perhaps years after the event, based only on
testimony which may be affected by faded memories
and the forces of contemporaneous litigation.
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What are the indicia of a

competent opinion?

Have all of the patent claims been discussed and
analyzed?

Have all of the relevant claim terms been construed?

Has the prosecution history of the patent been
considered?

Have all of the possible defenses been set forth and
analyzed?

Have all possible types of infringement been discussed?
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How much do I have to tell y
attorney?

 The whole truth and nothing but the truth

— Anything less will compromise the value/competency
of the opinion

e Missing facts
— Have you changed your product’s design?
— Update your attorney when facts change

* Incorrect facts

o Harmful facts
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Do | need to change my behavior?

 Depends on the facts and the strength of
your defenses

e Must follow through on your attorney’s
advice

e Safe course — go to a non-infringing
design

o Update the opinion when circumstances
change
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How do | use the opinion In

litigation?

* No need to disclose — attorney/client
privilege

 Production as a litigation strategy

 No adverse inference even if not produced

e But, duty of due care remains
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Conclusion

 No absolute rules govern
« Act reasonably and prudently
 Prompt action reduces exposure and risk
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Timothy W. Hagan, Esq.
Dinsmore & Shohl LLP
(937) 449-6430
timothy.hagan@dinslaw.com

=
@)
@)
=
<
%
z
o
=
=
=

© 2006 Dinsmore & Shohl LLp



