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Over the past few years, an unlikely intersection has emerged in U.S. patent jurisprudence in cases addressing the role
of opinions of counsel. On the one hand, the U.S. Court of Appeals for the Federal Circuit has indicated that opinions of
counsel play a lesser role in determining willful infringement and the appropriateness of enhanced damages than lower
courts, commentators, and practitioners had previously thought. On the other hand, the Federal Circuit has suggested that
patent opinions play a critical role in evaluating whether the requisite intent to establish inducement of infringement is
necessary. The Federal Circuit almost certainly did not deliberately set out to create this dichotomy; rather, the
distinction arose gradually and incrementally and was impelled by differing scenarios and contexts, but it poses
interesting unintended implications for businesses planning their intellectual property strategy.
Willful patent infringement and liability for inducement of infringement by another are separate inquiries. However,
both inquiries raise an issue vitally important to businesses who are trying to manage their exposure to patent
infringement liability: when and under what circumstances is opinion of counsel needed? Businesses need to be able to
predict what behaviour will lead to liability so that they can plan their activities accordingly. Thus, rules regarding the
role of patent opinions in infringement cases directly affect the legal and strategic planning of businesses. If these rules
are unclear or inconsistent, they make it difficult for businesses to operate effectively and efficiently.
The ―territoriality‖ of patent law makes this issue particularly critical for foreign businesses operating in the U.S.,
who may not face similar rules in their domestic legal regimes and so who may not understand the implications of these
U.S. legal rules until it is too late and liability has already arisen.1 Any business, whether U.S.-based or not, that makes,
uses, sells, offers for sale, or imports into the United States an invention patented by the U.S. Patent and Trademark
Office (―PTO‖)2 needs to understand when and why to seek the advice of U.S. patent counsel in order to avoid or
minimize the effects of infringement liability.
Part I briefly describes the types and functions of patent opinions most commonly used in U.S. transactions. Part II
describes the evolution of patent opinion rules in cases addressing willfulness and enhanced damages. Part III analyzes
the role of patent opinions in inducement cases. Part IV discusses the implications of these rules for business decisionmaking and contains concluding remarks.

I.

OPINIONS OF PATENT COUNSEL IN GENERAL

Patent opinions can take many forms, both offensive and defensive.3 The Federal Circuit‘s recent decisions have
focused on defensive opinions, as the cases have addressed the potential liability of a defendant in the face of allegations
that it infringed upon valid, existing patents of the plaintiff. Two common types of defensive opinions are noninfringement and invalidity opinions.
Non-infringement opinions are often used in response to an allegation of infringement by a patentee. The accused
infringer may ask a patent attorney to perform an independent analysis of the issue and, if the attorney‘s investigation
reveals a non-frivolous, good-faith basis for finding no infringement, the accused infringer may seek a formal noninfringement opinion from the patent attorney to bolster its decision to continue its allegedly infringing activities.4
By contrast, if the client believes that its intended actions are blocked by an existing patent with overly broad claims,
the client may ask a patent attorney to search for prior art that would invalidate the patent. If the attorney finds such
prior art, the client may request an invalidity opinion upon which the client may choose to rely in proceeding with its
plans.5
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A somewhat less common type of defensive opinion is the unenforceability opinion, which is used when patent
counsel concludes that the patent at issue is unenforceable (e.g., because the patentee defrauded the patent office during
prosecution).6
A fourth type of patent opinion is the product clearance or freedom to operate opinion. This opinion is typically
sought by a company about to launch or develop a new product. Before committing itself to action, the company may ask
patent counsel to search for patents that might potentially be infringed by the new product and to provide an analysis in
the form of a product clearance opinion. To the extent that problematic patents are identified, the company may then ask
for a non-infringement, invalidity, or unenforceability opinion.

II.

PATENT OPINIONS IN WILLFULNESS / ENHANCED DAMAGES CASES

The role of opinions of counsel in willfulness/enhanced damages cases is a complicated one, arising out of both the
intricacies of the Patent Act7 and the evolution of Federal Circuit case law. The topic also has important implications for
the attorney-client privilege and the work-product doctrine, two important cornerstones of the American adversarial
system.
The Patent Act provides for enhanced damages (i.e., the court may award up to treble damages8 and/or reasonable
attorney fees).9 Although the statute provides no standard for determining when enhanced damages are appropriate, the
courts have determined the enhancement of damages requires a showing of willful infringement.10 Such a showing
permits, but does not require, an award of enhanced damages;11 ultimately the determination to award such damages lies
in the discretion of the trial court.12
Defendants face a significant risk of enhanced damages in patent infringement cases. The plaintiff alleges willfulness
on the part of the defendant in the vast majority of complaints.13 In cases where a jury is the fact-finder and finds that
infringement exists, the jury also finds that the infringement was willful in over 70% of the cases.14 If the judge is the
fact-finder, infringement is found to be willful in over 50% of the cases in which infringement is found.15
The role of patent opinions in establishing willfulness, and hence the availability of enhanced damages, has changed
dramatically over the past several years. While superficial analysis suggests that the role of such opinions has been
greatly diminished, a more nuanced analysis indicates that opinions of counsel continue to play an important role in the
willfulness setting.
A.

Underwater Devices

For almost three decades, the leading case on patent opinions in willfulness cases was Underwater Devices Inc. v.
Morrison-Knudsen Co.,16 a 1983 decision of the Federal Circuit. The court there held that a party with actual notice of
another‘s patent had an affirmative duty of care to avoid infringement. This included ―the duty to seek and obtain
competent legal advice from counsel before the initiation of any possibly infringing activity.‖17 In fact, the court stated
that opinion of counsel is ―crucial to the analysis‖ of willfulness, although not dispositive.18
The Underwater Devices rule flowed from a concern by the Federal Circuit that patent rights were not being
adequately respected. The Federal Circuit itself had been created by Congress just a year prior, in 1982, ―at a time when
widespread disregard of patent rights was undermining the national innovation incentive.‖19 This disregard was
exemplified in the facts of Underwater Devices, where the infringer‘s (non-patent) attorney did not seek review from
patent counsel but merely advised the client to refuse to discuss the payment of a royalty to the patentee once the
existence of the patent was brought to its attention. The attorney‘s memorandum to the client noted that ―[c]ourts, in
recent years, have—in patent infringement cases—found the patents claimed to be infringed upon invalid in
approximately 80% of the cases.‖20
Two aspects of Underwater Devices were particularly troubling. First, the Underwater Devices court explicitly
created an affirmative duty of due care in patent willfulness cases, stating:
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. Such an affirmative duty includes,
inter alia, the duty to seek and obtain competent legal advice from counsel before the initiation of any
possible infringing activity.21
Second, the Underwater Devices court expressly created a negative inference—i.e., a failure to obtain a patent
opinion was presumed to show infringement. Although the attorney-client privilege was not directly implicated in
Underwater Devices, it soon arose in other cases. In Kloster Speedsteel A.B. v. Crucible, Inc.,22 the court stated that the
accused infringer‘s ―silence on the subject [of whether opinion of counsel has been sought], in alleged reliance on the
attorney-client privilege, would warrant the conclusion that it either obtained no advice of counsel or did so and was
advised that its importation and sale of the accused products would be an infringement of valid U.S. patents.‖23

Likewise, in Fromson v. Western Litho Plate & Supply Co.,24 decided in 1988, the Federal Circuit held that if a
defendant failed to produce an opinion of counsel, ―a court must be free to infer that either no opinion was obtained or, if
an opinion were obtained, it was contrary to the infringer‘s desire to initiate or continue its use of the patentee‘s
invention.‖25 This adverse inference disturbed courts and commentators, who feared that patent case law was
inappropriately eroding the attorney-client relationship that is at the heart of the U.S. adversarial system. In addition, the
inference led to significant increased costs for businesses, who felt that they were required to obtain a patent opinion in
all or most instances, lest they face automatic enhanced damages in the event of infringement.
Finally, after a decade of uncertainty and disarray in the lower courts, the Federal Circuit sat en banc in 2004 to
address this issue in Knorr-Bremse Systeme Fuer Nutzfahrzeuge GmbH v. Dana Corp.26
B.

Knorr-Bremse

In Knorr-Bremse Systeme Fuer Nutzfahrzeuge GmbH v. Dana Corp.,27 the adverse inference created in Underwater
Devices was explicitly overruled. The Knorr-Bremse en banc court held that a defendant has an affirmative duty to avoid
infringement, but that no adverse inference could be drawn from the defendant either failing to get opinion of counsel or
invoking the attorney-client privilege when asked about the issue. The court noted that the adverse inference had evolved
from a ―focus . . . on disrespect for the law‖28 and not from a specific judicial intent to disregard the attorney-client
relationship. However, the court found, the pendulum had swung too far, and the inference was placing too great a strain
upon the attorney-client relationship.
In Knorr-Bremse, three defendants had been found liable for infringement and willful infringement at trial. No
damages were awarded, because there had been no sale of the infringing products, but the trial court did award the
patentee, Knorr-Bremse, partial attorney fees.29 One defendant had consulted European and U.S. legal counsel about
Knorr-Bremse‘s patents, but declined at trial to either produce the opinions or to reveal the advice received, citing the
attorney-client privilege. Another defendant stated that it did not seek its own legal counsel but rather depended upon the
advice received by the first defendant.30 The defendants argued on appeal that the trial court should not have drawn an
adverse inference from either one of these situations.
As the Knorr-Bremse court discussed, the attorney-client privilege plays an important role in the American legal
system. The U.S. Supreme Court discussed the privilege extensively in a 1981 case, describing it as the ―oldest of
privileges for confidential communications known to the common law,‖31 and stating that its purpose is ―to encourage
full and frank communication between attorneys and their clients and thereby promote broader public interests in the
observance of law and the administration of justice.‖32 The privilege, the Supreme Court said, ―recognizes that sound
legal advice or advocacy serves public ends and that such advice or advocacy depends upon the lawyer‘s being fully
informed by the client.‖33
Only the client may waive the attorney-client privilege. If the privilege is waived (so that the client may offer into
evidence relevant information from the relationship), all related information comes into evidence. This is viewed as a
fairness issue. In the words of the Federal Circuit, the privilege cannot be used as both ―a sword and a shield,‖ permitting
favourable information to come into evidence, but keeping out unfavourable information.34
―Work product protection,‖ a related doctrine, is ―designed to balance the needs of the adversary system: promotion
of an attorney‘s preparation in representing a client versus society‘s general interest in revealing all true and material
facts to the resolution of a dispute.‖35 Unlike the attorney-client privilege, which is absolute, work product protection is
―qualified and may be overcome by need and undue hardship,‖36 but in most instances, the client may prevent the
admission into evidence of the attorney‘s work product.
Knorr-Bremse made two important rulings regarding the role of opinion of counsel in willfulness/enhanced damages
case. First, it is not appropriate to draw a negative inference from invocation of the attorney-client and / or work-product
privilege with respect to willfulness,37 because doing so ―distort[s]‖ the attorney-client relationship.38 Second, it is not
appropriate to draw a negative inference from a defendant‘s failure to obtain legal advice with respect to willfulness. 39
The court found that there was no basis for applying a special adverse inference rule in patent cases when such a rule did
not apply generally within the law.40
Although the Knorr-Bremse court continued to recognize the ―‗affirmative duty of due care to avoid infringement of
the known patent rights of others,‘‖41 thus preserving one critical aspect of Underwater Devices, the court held that no
longer would ―the failure to obtain an exculpatory opinion of counsel‖ create an adverse inference or a presumption that
the opinion would have been unfavourable.42 Rather, determinations of willful infringement were to evaluated based on
―the totality of circumstances, but without the evidentiary contribution or presumptive weight of an adverse inference
that any opinion of counsel was or would have been unfavourable.‖43
Knorr-Bremse left several important issues unanswered. For example, in 2006, the Federal Circuit addressed the
scope of waiver that resulted from assertion of the advice of counsel defense in willfulness cases in In re Echostar
Commun. Corp.44 The Echostar court held that if an accused infringer relied upon in-house counsel‘s advice to refute a
charge of willfulness, that reliance constituted waiver of the attorney-client privilege.45 Moreover, the waiver also
operated to waive product protection and the attorney-client privilege on all communications involving that subject

matter, as well as any documentation of such attorney-client communications.46 The impact of these successive decisions
upon the attorney-client relationship was substantial and so, ultimately, the Federal Circuit held yet another en banc
sitting in 2007, this time address specifically the intersection between willfulness and the attorney-client privilege and
work product protection.
C.

Seagate

In Re Seagate Tech. LLC,47 a 2007 en banc decision of the Federal Circuit, radically changed the law regarding the
impact of obtaining / not obtaining patent opinions in willfulness cases. Although at first glance Seagate seemed to
diminish the role of patent opinions in infringement cases, a closer look suggests that the decision, at least in some
respects, actually enhances the attractiveness of seeking such opinions as a strategic matter.
The accused infringer, Seagate, had obtained three invalidity and nonenforcement opinions from its patent counsel.48
The trial court ruled that if Seagate relied upon any of those opinions in its defense, it waived the attorney-client
privilege for all communications between it and any of its counsel, including trial counsel and in-house counsel,
concerning the subject matter of those opinions.49
The Federal Circuit used this case an opportunity to revisit both the affirmative duty of care that was articulated in
Underwater Devices and reaffirmed in Knorr-Bremse, and to clarify the rules regarding waiver of attorney-client
privilege and work-product protection. The Seagate court identified several decisions that had noted the ―practical
concerns‖ arising from Underwater Devices, particularly in the context of the attorney-client privilege and the workproduct doctrine.50
The Seagate court also emphasized the important role that the attorney-client privilege and work-product doctrine
play in the American adversarial system of justice. Although an accused infringer must waive the attorney-client
privilege in order to introduce exculpatory patent opinions, that waiver extends only to patent counsel, and does not
require waiver of the attorney-client privilege with respect to trial counsel. As the Supreme Court has noted, trial counsel
needs ―a certain degree of privacy, free from unnecessary intrusion by opposing parties and their counsel.‖51 The Seagate
court thus announced a ―general proposition‖ that ―asserting the advice of counsel defense and disclosing opinions of
opinion counsel do not constitute waiver of the attorney-client privilege for communications with trial counsel.‖52 The
Seagate court found that the same rationale should apply to the work-product doctrine, and that ―as a general proposition,
relying on opinion counsel‘s work product does not waive work product immunity with respect to trial counsel.‖53
More importantly, Seagate expressly rejected the affirmative duty of due care announced in Underwater Devices, a
duty that had been defined in Underwater Devices as including ―‗inter alia, the duty to seek and obtain competent legal
advice from counsel before the initiation of any possible infringing activity.‘‖54 The Seagate court framed the issue as
one of the proper standard for determining willfulness. The duty of care standard of Underwater Devices, the court
found, set an inappropriately low threshold for willful infringement, something ―more akin to negligence.‖55 The correct
standard, the Seagate court found, ―required at least a showing of objective recklessness.‖56
Thus, the affirmative duty of due care, and the concomitant affirmative obligation to obtain a patent opinion, was
expressly overruled.57 Rather, to show willful infringement, the patentee now must ―show by clear and convincing
evidence that the infringer acted despite an objectively high likelihood that its actions constituted infringement of a valid
patent.‖58 Pre-litigation opinion of counsel may well be relevant in showing there was (or was not) such ―objectively
high likelihood‖ of infringement.59 In addition, ―the patentee must also demonstrate that this objectively-defined risk . . .
was either known or so obvious that it should have been known to the accused infringer.‖60
This raises the question, of course, of what a patentee knew or should have known. Patent opinions play an important
role in answering this inquiry. While neither an accused infringer‘s reliance on favourable advice of patent counsel nor
an accused infringer‘s failure to produce a favourable opinion is ―dispositive of the willfulness inquiry,‖ it is, the Seagate
court noted, ―crucial to the analysis.‖61
Thus, Seagate creates an interesting split regarding the role of patent opinions in willfulness cases. On the one hand,
the case could be read as diminishing the role of such opinions, as there is no longer an affirmative duty to seek them. On
the other hand, by reiterating the importance of the attorney-client privilege and work-product doctrine, and by
emphasizing the distinct roles of patent counsel and trial counsel, the Seagate court created an incentive for potential
infringers to seek such opinions. No longer will accused infringers have to worry that by relying upon a patent counsel
opinion in their defense will they be opening up their entire trial strategy to opposing counsel; however, obtaining and
relying upon such opinions may well decrease the likelihood that the accused infringer will face enhanced damages.
Thus, the net effect of Seagate may well turn out to be an increase in the frequency with which potential infringers seek
such opinions, and that could well translate into increased respect for patent rights.
D.

Post-Seagate Judicial Developments

Although Seagate seemingly limited the role of patent opinions in willfulness cases, it did not obviate their role62 and
such opinions remain important to willfulness determinations. In evaluating willfulness, the courts consider the ―totality
of the circumstances.‖63 As one post-Seagate trial court noted:
Case law post-Seagate is split as to whether lack of opinion of counsel is still a valid factor that
can be considered by the jury in determining willfulness of infringement. Many courts seem to have
concluded that, while there is no longer any "adverse inference" from the failure to obtain opinion of
counsel, it is still a factor to be considered in the "totality of the circumstances" approach.64
The court went on to note, however, that ―[a] number of courts . . . have interpreted Seagate differently, concluding that
lack of opinion of counsel cannot be considered by the jury at all.‖65
Once the fact-finder has established willfullness, the court must determine whether to enhance damages. The
presence or absence of opinion of counsel is relevant to this determination as well. In i4i Ltd. Partnership v. Microsoft
Corp.,66 for example, the Federal Circuit emphasized that the factors considered in evaluating whether enhanced
damages were appropriate were ―separate and distinct‖ from the factors considered in the willfulness determination. 67
Enhancement of damages is considered under the nine factors set forth in Read Corp. v. Portec, Inc.,68 the second of
which is ―whether the infringer, when he knew of the other‘s patent protection, investigated the scope of the patent and
formed a good-faith belief that it was invalid or that it was not infringed.‖69 Thus, in i4i Ltd., the court affirmed a 20%
enhancement ($40 million) because the accused infringer learned of the patent but failed to obtain a patent opinion
before continuing with its allegedly infringing activity.70
Similarly, in I-Flow Corp. v. Apex Med. Tech., Inc.,71 the trial court enhanced a $6 million damage award by $1
million in large part because the accused infringer had failed to seek an opinion of counsel until after the infringement
suit had been filed. The accused infringer had relied upon conclusions of its technical staff that the company had
successfully designed around the asserted patent. The court considered the Read factors and found that only two, the
closeness of the case and the failure to adequately investigate the patent, supported enhancement of damages.
In Seagate, the Federal Circuit had emphasized the distinction between seeking a pre-litigation opinion and a
post-litigation opinion. The trial courts‘ decisions are indeed influenced by the timing of the decision. In both Wordtech
Systems, Inc. v. Integrated Networkds Solutions, Inc.72 and Minks v. Polaris Indus., Inc.,73 the trial courts enhanced
damages because the accused infringer waited until after it been accused of infringement to investigate the patent and
seek opinion of counsel.

III.

PATENT OPINIONS IN INDUCEMENT CASES

Under U.S. law, parties can be held liable for assisting others to directly infringe a patent. U.S. law also
provides for liability for indirect patent infringement in the form of contributory infringement and inducement of
infringement. Liability for indirect infringement exists only where this is direct infringement by another.74 Inducement
liability typically arises when a defendant sells an article to another party, who uses it to directly infringe a patent, or
when a defendant makes extra-territorial sales of an item covered by a U.S. patent that is then imported into the United
States. Inducement liability raises issues regarding the need for and use of opinion of counsel.
Inducement is a form of secondary liability and so finds its roots in tort law. It is, in effect, a mechanism for
holding liable a defendant even though he or she did not directly cause the harm at issue. On theoretical grounds,
secondary liability is viewed as both more efficient (i.e., it provides a mechanism for shifting costs to those best able to
prevent future harm) and more moral (i.e., it provides a mechanism for holding liable those who intended to cause a
harm, even if another party was the direct cause of the harm inflicted upon the plaintiff).75 Courts and commentators
have also articulated pragmatic reasons for imposing secondary liability in patent infringement cases:
[S]econdary liability provides a means of affording intellectual property rights holders relief in
situations where suing the direct infringer is impracticable (e.g., because the direct infringer is
financially incapable of compensating fully for the damages or is a customer of the intellectual
property rights holder) or where actual infringement by each direct infringer is so small that the costs
of litigation would greatly exceed the recovery, even though the aggregate damages caused by the
direct infringer might be larger.76
In the patent law arena, secondary liability developed first in the common law, and then was codified in the Patent
Act of 1952. Although early case law focused only on direct infringement, by the late 1800s, the courts had begun
recognizing that direct liability allowed parties whose culpability in the infringement might be even greater than that of
the direct infringer to escape liability. As a result, the courts developed common law doctrines that held liable those
parties who did not directly infringe another‘s patent, but who (1) assisted others in infringing by supplying a component

part specially adapted to infringement,77 or (2) supplied a component that had noninfringing uses but was used for
infringing purposes.78 Although the courts hesitated to adopt a rule that would impose automatic liability upon a
defendant who sold a component that had both infringing and noninfringing uses, the courts did impose liability upon
defendants who actually encouraged—i.e., induced—direct infringement by others.79
The Patent Act of 1952 codified these notions of direct and indirect liability. Section 271(a) of the Patent Act
imposes direct liability upon those who make, use, sell, or offer for sale in the United States inventions patented by
others, as well as upon those who import patented inventions into the United States.80 Direct patent infringement is, in
effect, a form of strict liability.81 The Patent Act divided the common law notion of indirect liability into two distinct
causes of action: (1) contributory infringement, which imposes liability for supplying parts or services that are specially
suited to infringe,82 and (2) inducement of infringement.83
Section 271(b), which addresses inducement liability, has very simple language: ―Whoever actively induces
infringement of a patent shall be liable as an infringer.‖84 The Patent Act left it to the courts to flesh out the parameters
of this sparse language. In particular, the courts were faced with the issue of identifying intent for inducement, an issue
that almost inevitably implicates the role of opinion of patent counsel.
A.

DSU Medical Corp.

In many ways, DSU Medical Corp. v. JMS Co., Ltd.85 set the stage for examining the role of patent opinions in
inducement cases, although it did not discuss the issue directly. DSU Medical was a 2006 en banc decision by the
Federal Circuit. The plaintiff, DSU Medical Corp., had sued the defendants for direct infringement, inducement to
infringe, and contributory infringement of two patents. The Federal Circuit, sitting en banc on this issue alone, addressed
the issue of intent in the context of induced infringement.86
In earlier cases, the Federal Circuit had made it clear that inducement required: (1) direct infringement by another; (2)
actual or constructive knowledge of the patent by the inducer; and (3) intent to induce infringement.87 It was unclear,
however, what ―intent‖ meant in this context. In fact, there was a split of authority in Federal Circuit precedent on this
point. In Hewlett-Packard Co. v. Bausch & Lomb, Inc.,88 decided in 1990, a three-judge panel of the Federal Circuit held
that Section 271(b) inducement liability required only an intent to cause the acts that constitute infringement. Just three
months later, another panel of the Federal Circuit decided Manville Sales Corp. v. Paramount Systems, Inc.89 Although
rules of precedent would dictate that the Manville Sales panel follow the rule articulated earlier by the Hewlett-Packard
panel, the Manville Sales court articulated a different, higher, standard for inducement liability: ―It must be established
that the defendant possessed specific intent to encourage another‘s infringement and not merely that the defendant had
knowledge of the acts alleged to constitute inducement.‖90
The difference between the two standards is stark: under the lower Hewlett-Packard standard, the alleged inducer
need only intend to cause the acts of the third party that lead to direct infringement. Under the higher Manville Sales
standard, the alleged inducer must actually intend to induce direct infringement by another. These conflicting standards
generated considerable uncertainty for parties and courts. Some courts adopted the lower Hewlett-Packard standard,91
some the higher Manville Sales standard.92 Some avoided the issue by noting the split in authority but finding that the
facts of the particular case at issue would dictate the same result regardless of which standard was applied.93
The DSU Medical en banc court resolved the confusion by adopting the higher Manville Sales definition of intent.
Proof of inducement under Section 271(b) of the Patent Act requires that the patentee show ―the alleged infringer‘s
actions induced infringing acts and that he knew or should have known his actions would induce actual infringements.‖94
This decision had the (perhaps unintended) effect of heightening the incentive to seek a patent opinion.
The patentee in DSU Medical sued two defendants, JMS and ITL, for infringing patents on a needle guard assembly.
ITL made ―open‖ needle guard assemblies abroad, and sold them to JMS for distribution in the U.S. The open needle
guard assemblies had to be ―closed‖ in order for patent infringement to occur. JMS closed the guards around the
assemblies before importing them and selling them to U.S. customers. Evidence at trial showed that ITL knew of the
patent and intended that JMS complete the assembly by closing the guards. ITL, however, presented evidence that it did
not intend to infringe. The jury found JMS liable for direct infringement (a strict liability offense), but did not find ITL
liable for inducement because of lack of intent.
The Federal Circuit affirmed this finding, noting several facts that evidenced a lack of intent on ITL‘s part to induce
infringement by JMS: (1) ITL had consulted an Australian attorney, who had opined that the product did not infringe; (2)
ITL had obtained letters from U.S. patent counsel opining that the product did not infringe; and (3) one of the owners of
ITL had participated in the design of the product and testified that ITL had no intent to infringe.95 The court concluded
that ―on this record, the jury was well within the law to conclude that ITL did not induce JMS to infringe by purposefully
and culpably encouraging JMS‘s infringement.‖96
Thus, although DSU Medical did not directly address the role of patent opinions in determining the intent necessary
to support a finding of inducement liability,97 the decision implicitly suggested that the presence of such opinions could
negate the finding of the requisite intent to support imposition of inducement liability. This suggestion, combined with
the heightened standard of intent adopted by the en banc court, elevated the role of patent opinions in inducement cases,

although the extent of this elevation was uncertain. One subsequent lower court held that non-infringement opinions of
counsel are probative, but not dispositive, regarding lack of intent to infringe.98 Another found that the presence of a
non-infringement opinion of counsel was sufficient evidence of lack of intent to overcome a patentee‘s motion for
summary judgment.99
A more critical question remain unresolved by DSU, however. While obtaining a patent opinion could obviate
inducement liability, would failure to obtain such an opinion imply such liability (i.e., was there a ―negative inference‖ in
this area)? The issue was explored further by the Federal Circuit in 2008, in Broadcom Corp. v. Qualcomm Inc.,100
which addressed the intersection of Seagate and DSU Medical.101
B.

Broadcom Corp.

In Broadcom Corp v. Qualcomm Inc., a panel of the Federal Circuit held that a jury can consider failure to obtain an
opinion of counsel in deciding whether the defendant had the necessary intent to induce infringement.102 The timing of
the case is significant. Qualcomm was found liable at trial for direct and induced infringement of Broadcom‘s patent and
was assessed damages of $20 million. Ten days after the trial court denied all of Qualcomm‘s post-trial motions, the
Federal Circuit issued its opinion in Seagate. Broadcom was thus being considered by the trial and appellate courts
during a period in which the rules regarding patent opinions were in flux.
Qualcomm‘s position on appeal was that Seagate made patent opinions irrelevant in the context of inducement
as well as in the context of willfulness. Qualcomm argued that it had not sought non-infringement opinions because it
had already received invalidity opinions for each patent.103 However, Qualcomm elected not to waive the attorney-client
privilege and rely upon those invalidity opinions during litigation.104 Rather, Qualcomm argued that the opinion of
counsel was no longer relevant to inducement. It contended that the specific intent for proving inducement under DSU
Medical was higher than the willfulness standard under Seagate, and so opinion of counsel, which is irrelevant to
willfulness, should be irrelevant to specific intent as well.105 Broadcom countered that patent opinions were one factor to
consider among many and that Seagate did not address the standard of intent for inducement, much less rule that the
presence or absence of such letters was irrelevant to the intent inquiry.106
The Broadcom panel explained that while Qualcomm was correct in asserting there is no affirmative duty to seek a
patent opinion and that no adverse inference may be drawn from failure to obtain an opinion with regard to
determinations of willfulness, Qualcomm was incorrect in arguing that Seagate altered the intent standard for
inducement.107 DSU Medical required specific intent to encourage another‘s infringement. Specific intent, in turn, means
―knew or should have known that [the] actions would induce actual infringements.‖108 Opinion-of-counsel evidence is
relevant to whether a defendant knew or should have known his actions would lead to direct infringement, although the
court emphasized such evidence should be considered ―along with other factors.‖109 Moreover, the court stated, failure to
obtain an opinion may also be ―probative of intent in this context.‖110 The court explained: ―It would be manifestly unfair
to allow opinion-of-counsel evidence to serve an exculpatory function, . . . and yet not permit patentees to identify
failures to procure such advice as circumstantial evidence of intent to infringe.‖111
The Broadcom panel in effect created an adverse inference (albeit a perhaps weak one) for patent opinions in the
inducement context, even though the Knorr-Bremse en banc court had rejected such an adverse inference in the
willfulness context. The explanation for this seeming dichotomy might lie in the role that enhanced damages play in
patent law. In his dissent in Knorr-Bremse, Judge Dyk argued that enhanced damages are a form of punitive damages
and punitive damages, under Federal Circuit precedent, require ―reprehensible behaviour.‖112 Although Judge Dyk did
not carry the day on that point with the Knorr-Bremse majority, Federal Circuit precedent does take a cautious view of
punitive damages. To the extent that a willfulness determination carries such overtones, it is not surprising the court is
wary. Inducement, however, carries no such punitive damages connotations, and so might make the court more amenable
to the creation and application of adverse inferences.
C.

SEB S.A. / Global-Tech

In 2010, a panel of the Federal Circuit addressed the issue of the standard of knowledge for inducement of
infringement, holding that ―deliberate indifference‖ to potential patent rights is sufficient to satisfy the knowledge
requirements for induced infringement. SEB S.A. v. Montgomery Ward & Co.113 involved a dispute over a patented deep
fryer marketed by SEB in the United States through a subsidiary. Pentalpha, a manufacturer of household appliances,
studied several deep fryers sold in Hong Kong, including a SEB deep fryer that did not carry U.S. patent markings.
Pentalpha sought, and received, a ―right-to-use‖ opinion from a U.S. patent attorney that its deep fryer would not infringe
any U.S. patent before marketing its product. However, Pentalpha did not disclose to the attorney the deep fryers it had
examined or copied in making its own product. Pentalpha then sold its deep fryers overseas to three U.S. retailers, who
imported them into the United States. At trial, the jury found that Pentalpha was liable for both willful infringement and
inducement of infringement. Pentalpha appealed.

The appellate court affirmed the trial court‘s decision that Pentalpha was liable for inducement of infringement under
Section 271(b), finding that Pentalpha‘s ―deliberate indifference of a known risk‖ regarding whether its product might
infringe a patent satisfied the state of mind element for actively inducing infringement under the Patent Act.114 One issue
presented in SEB was whether actual knowledge of existing patent rights was required before a party could be liable for
inducement to infringe. The Federal Circuit interpreted Section 271(b) as meaning that ―the standard of deliberate
indifference . . . is not different from actual knowledge, but it is a form of actual knowledge.‖115 The Federal Circuit
explained: ―‗[D]eliberate indifference‘ is not necessarily a ‗should have known‘ standard. The latter implies a solely
objective test, whereas the former may require a subjective determination that the defendant knew of and disregarded the
overt risk that an element of the offense existed.‖116
For purposes of this paper, however, the important question raised by SEB is what role does opinion of counsel play
in the determination of inducement liability? The SEB panel found that ―Pentalpha deliberately disregarded a known risk
that SEB had a protective patent.‖117 The court explained that the DSU Medical ―knowledge of the patent‖ requirement is
met by either (1) actual knowledge of the patent or (2) deliberate indifference‖ to the existence of the patent.118
Unlike the situation in DSU Medical, there was no direct evidence in SEB that the accused infringer had actual
knowledge of the patent. However, Pentalpha had purchased and copied a SEB deep fryer. Although it hired a patent
attorney to conduct a ―right-to-use study,‖ it did not inform the attorney that it had copied SEB‘s product. The Federal
Circuit noted: ―A failure to inform one‘s counsel of copying would be highly suggestive of deliberate indifference in
most circumstances.‖119 It certainly suggests that the patent opinion obtained and relied upon by Pentalpha was less than
fully-informed. Moreover, Pentalpha‘s president was knowledgeable about U.S. patent law, and Pentalpha and SEB had
had an earlier business relationship involving patented products. Finally, Pentalpha produced no exculpatory evidence
indicating that it believed there were no patents covering the accused product other than the fact that the product it
purchased in Hong Kong had no U.S. patent markings (and the court apparently saw no reason that a product sold in
Hong Kong would carry such markings).120 Thus, the court found, there was sufficient evidence in the record that
Pentalpha had deliberately ignored the risk that SEB had a patent.
SEB‘s treatment of patent opinions is instructive. The case does not present an adverse inference scenario as seen in
Broadcom, because the accused inducer in SEB had indeed sought opinion of counsel. However, that opinion was not
fully-informed, as Pentalpha had withheld key facts from patent counsel. In effect, the SEB appellate court was making
the point that obtaining opinion of counsel is not a mere checklist item that will absolve the client of the necessary intent
to support inducement liability.
The U.S. Supreme Court granted certiorari and issued its decision in Global-Tech Appliances, Inc. v. SEB, S.A.,121 on
May 31, 2011. The Court held that ―induced infringement under § 271(b) requires knowledge that the induced acts
constitute patent infringement.‖122 The accused infringer, Pentalpha, was found to have had ―knowledge‖ under the
doctrine of willful blindness,123 a doctrine imported by the Court from criminal law that holds ―that defendants cannot
escape the reach of these statutes by deliberately shielding themselves from clear evidence of critical facts that are
strongly suggested by the circumstances.‖124
As the Global-Tech Court noted, the accused infringer‘s failure to fully inform its patent counsel about the inventions
it had copied supported the finding of willful blindness. This doctrine requires: ―(1) the defendant must subjectively
believe that there is a high probability that a fact exists and (2) the defendant must take deliberate actions to avoid
learning that fact.‖125 Thus, ―a willfully blind defendant is one who takes deliberate actions to avoid confirming a high
probability of wrongdoing and who can almost be said to have actually known the critical facts.‖126
Although the Federal Circuit‘s test was too lax, requiring only a ―known risk‖ of infringing acts of inducement and a
―deliberate indifference‖ to that risk,127 the Supreme Court nonetheless found the evidence supported a finding that the
accused infringer, Pentalpha, was liable for inducement under the Court‘s higher standard. Pentalpha‘s failure to fully
inform its patent counsel about its copying activities before seeking a right-to-use opinion was critical in this regard:
On the facts of this case, we cannot fathom what motive [Pentalpha‘s CEO and president John] Sham
could have had for withholding this information other than to manufacture a claim of plausible
deniability in the event that his company was later accused of patent infringement.128
The Global-Tech Court did not set out to address the role of patent counsel in inducement cases, nor did it set forth a
rule that fully-informed patent counsel opinions are needed to overcome a finding of willful blindness in inducement
cases. One could easily imagine a scenario in which an accused infringer did not seek a patent counsel opinion and yet
nonetheless could not be said to be willfully blind to facts showing knowledge of inducement. However, Global-Tech
does make it clear that a failure to fully inform patent counsel of the facts before seeking such opinions can create the
requisite knowledge needed to support a finding of inducement of patent infringement.

IV.

THE “AMERICA INVENTS ACT”

Willfullness and enhanced damages have played a large role in the pending patent reform legislation of the
112th Congress. S. 23, the Patent Reform Act, as reported, would have added the following language to the Patent Act:
The court may increase damages up to 3 times the amount found or assessed if the court or the jury, as
the case may be, determines that the infringement of the patent was willful. Increased damages under
this subsection shall not apply to provisional rights under section 10 154(d). Infringement is not willful
unless the claimant proves by clear and convincing evidence that the accused infringer‘s conduct with
respect to the patent was objectively reckless. An accused infringer‘s conduct was objectively reckless
if the infringer was acting despite an objectively high likelihood that his actions constituted
infringement of a valid patent, and this objectively-defined risk was either known or so obvious that it
should have been known to the accused infringer.129
This language in effect would have codified the holding of Seagate. It also limited the awarding of enhanced damages to
cases involving willful infringement—a limitation not explicitly found in existing Patent Act language, which simply
provides for the possible increase in damages of up to three times. In practice, however, the Federal Circuit‘s precedent
had evolved a standard that essentially defined ―willful infringement‖ in terms of ―objective recklessness,‖ and so this
language could be viewed as a mere codification of existing jurisprudence.130
However, this language was deleted by amendment from the version reported out from the Senate Judiciary
Committee to the full Senate and more subdued language was substituted, in effect proposing a new section new section
298 to the Patent Act as follows:
The failure of an infringer to obtain the advice of counsel with respect to any allegedly infringed patent
or the failure of the infringer to present such advice to the court or jury may not be used to prove that
the accused infringer willfully infringed the patent or that the infringer intended to induce infringement
of the patent.131
On March 8, 2011, the Senate passed, in a 95-5 vote, S.23 containing this language. On April 14, 2011, the House
Committee on the Judiciary approved identical language in section 16 of H.R. 1249.132
As explained in a Congressional Service Research report on the proposed legislation,133 existing doctrine regarding
willful infringement of patents ―has proven controversial.‖134 As the report notes:
Some observers believe that this doctrine ensures that patent rights will be respected in the
marketplace. Critics of the policy believe that the possibility of trebled damages discourages
individuals from reviewing issued patents. Out of fear that their inquisitiveness will result in multiple
damages, innovators may simply avoid looking at patents until they are sued for infringement. To the
extent this observation is correct, the law of willful infringement discourages the dissemination of
technical knowledge, thereby thwarting one of the principal goals of the patent system. Fear of
increased liability for willful infringement may also discourage firms from challenging patents of
dubious validity.135
Although we await adoption and enactment of the final legislation, it is interesting to note that the more subdued
language adopted by the Senate and the House Judiciary Committee again codifies the Federal Circuit‘s rulings barring
the use of a negative inference for willfulness cases. The language goes a step further, however, by also barring the
weak negative inference created by the Broadcomm court in the context of inducement.

IV. CONCLUSION
The Federal Circuit‘s recent decisions regarding the role of patent opinions are inconsistent. Although the presence or
absence of an opinion is no longer conclusive evidence of the presence or absence of willful infringement, the existence
of such a letter can be used as evidence to negate the intent necessary to support a finding of willfulness. And, if
willfulness is found, the presence or absence of an opinion can affect the imposition of enhanced damages.
By contrast, if the accused infringer is faced with potential inducement liability, the opinion has a heightened value
because its presence helps show that the accused inducer is not deliberately indifferent to the existence of the patent.
Moreover, the absence of an opinion in this context can create the kind of adverse inference that leads to liability that
was rejected by the Federal Circuit in the willfulness arena. Thus, patent opinions now play a larger role in inducement
cases than they do in willful cases—but their impact can be substantial in both settings.
In light of these developments, what advice should the legal profession give businesses about the role of patent
opinions and their relevancy to business practices? Patent opinions are not cheap. The reported median cost of a validity

opinion in 2008 was $12,000; the reported median cost of infringement opinion in 2008 was $10,000.136 Complicated
opinions can cost in excess of $100,000, however.137 Chief Justice Newman warned in his concurrence in Knorr-Bremse
of the ―disproportionate burdens‖ that a ―per se rule that every possible related patent must be exhaustively studied by
expensive legal talent‖ would place on ―otherwise law-abiding commercial enterprise.‖138 Opinion costs can mount
rapidly for a business that is operating in a patent-dense field and is thus faced with a number of potentially infringing
patents that must be investigated.
Yet the cost of patent opinions is dwarfed by the monstrous cost of patent litigation in the U.S. courts. Reported
median costs of litigation in 2008 where less than $1 million was at stake was $650,000.139 Where more than $25 million
was at stake, those median costs rose to $5.5 million.140 Given these numbers, perhaps the best advice that can be given
to businesses operating in the U.S. is to err on the side of caution and to seek a patent opinion whenever reasonable doubt
about potential liability exists.
At first glance, this advice smacks of a full-employment measure for the patent bar, rather than sound business and
legal strategy. And yet, there is a greater societal good to be had from encouraging potential infringers to seek competent
legal advice before proceeding with dubious activities. Patent opinions help ensure that businesses will take a serious
look at the potential existence and impact of the patents of others before acting. This practice leads to greater protection
for patent holders, and a greater overall respect for intellectual property rights – the same goal espoused by Congress
when it created the Federal Circuit in 1982.141
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