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Broadcom v. Qualcomm (C.D. Cal. 2007)

m Pre-Seagate jury instruction:

m  In considering whether Qualcomm acted in gOOd fditb, ou should consider all the
circumstances, including whether or not Qualcomm obtamed and followed the advice of a
competent lawyer with regard to infringement. The absence of a lawyer’s opinion, by itself,
is insufficient to support a finding of willfulness, and you may not assume that merely
because a party did not obtain an opinion of counsel the opinion would have been
unfavorable. However, you may consider whether Qualcomm sought a legal opinion as one
factor in assessing whether, under the totality of the circumstances, any infringement by
Qualcomm was willful. (emphasis added)

m Qualcomm procured invalidity opinions for each
of the patents-in-suit, but did not produce or
rely on them

m Jury: Qualcomm willfully, directly infringes and
induces infringement of all patents-in-suit





Qualcomm: District Court Vacated
Willfulness Verdict In View Of Seagate

m Ten days after Court denied Qualcomm’s
JMOL, CAFC hands down Seagate decision

m Reconsideration: District Court vacated
willfulness verdict because pre-Seagate willfulness
Instruction was erroneous





Qualcomm: District Court Instructed The Jury That It Could
Consider Whether Qualcomm Obtained An Opinion Of Counsel In

Determining Whether Qualcomm Induced Infringement

m District Court’s instruction re inducement:

m [nducement requires proof (1) of direct infringement and (2)
that alleged infringer knowingly induced infringement

m “When considering whether Qualcomm knew or should have
known that the induced actions would constitute
infringement ... you may consider all of the circumstances,
including whether or not Qualcomm obtained the advice
of a competent lawyer.”

m Jury found that Qualcomm induced infringement --
inducement was the basis for the award of damages





On Appeal, Qualcomm Argued That Opinion-Of-
Counsel Evidence No Longer Is Relevant In
Inducement Context After Seagate

m Qualcomm argued that the District Court erred in
allowing the inducement verdicts to stand in light of its
instruction that failure to obtain an opinion of counsel
may be considered as a factor in determining whether
Qualcomm had the requisite level of intent to induce
infringement

m CAFC affirms inducement

m Seagate did not alter the state of mind requirement for
inducement
m [ack of culpability for willful infringement does not compel a

finding of non-infringement under an inducement theory
because they are determined by different standards





Willfulness — Treatment Of Opinions Of In-
House Counsel After Seagate

m Comvolve v. Compagq Computer (S.D.IN.Y. Nov. 2007) (This is the
Seagate case on remand)

m Convolve seeks order to proceed with discovery of Seagate’s in-house
counsel

m Seagate (CAFC): held that willfulness determination must focus on pre-
litigation conduct

m EchoStar (CAFC): waiver does not extend to Work Product that was not
communicated to the alleged infringer
m District Court holds that asserting advice of counsel waives
privilege for pre-litigation communications relating to the
opinions of in-house counsel upon which the defendants now
rely in connection with their advice of counsel defense





Discovery Of Defendant’s Subjective Knowledge Need Not
Be Stayed Until After The Patentee Establishes That
Defendant’s Conduct Was Objectively Reckless

Convolve (Seagate case on remand) (S.D.N.Y.)

m Seagate argued that discovery directed to the second prong of willfulness
test (“objectively defined risk was either known or so obvious that it
should have been known to the accused infringer”’) should be stayed until
patentee obtained a ruling that “objectively reckless” prong was met

The District Court held that nothing in the CAFC’s Seagate
opinion requires such a procedure, and that the case already had
been pending for a long time

m Courts do have authority to stay discovery on some issues pending a
determination of other issues

Accord Intervet (D.D.C.) and V. Mane Fils (D.N.].)

m District Courts decline to stay discovery regarding subjective knowledge
until after a finding of objective recklessness





Determination Of Objective Recklessness Requires
Consideration Of The Totality Of The Circumstances

m Trading Techn. v. eSpeed (N.D. Ill. Jan. 2008)

m Granted Defendant’s JMOL that infringement was not willful

m “[T]he Court’s decision in Seagate did not alter the
requirement that the totality of the circumstances must
be taken into account when determining whether
infringement was willful.”

m Generally, only post-patent conduct is relevant. Here, there
was no post-patent conduct demonstrating willfulness

m Placing money in escrow for judgment is prudent, not
evidence of willful infringement





Heightened Standard Of Willfulness Increases Likelihood
That Courts Will Exercise Their Discretion And Not Award
Enhanced Damages Even If Willfulness Found

m [nformatica Corp. v. Business Objects Data (N.D.
Cal. Oct. 2007)

m JMOL of no willfulness denied

m Engineer and patent counsel aware of patents and
similarity to product

m Continued to make product throughout lawsuit

m Court, however, declined to enhance damages
due to “totality of circumstances™

m Close case and might have been closer under Seagate





A Jury May Consider Whether A Defendant Obtained
Advice Of Counsel As Part Of The Totality Of The
Circumstances In Determining Willfulness

m Energy Trans. Group v. William Demant Holding (D. Del.
Jan. 2008)

m Defendants assert that the CAFC’s opinion in Seagate changed
law so that failure to obtain advice of counsel cannot be

considered by the jury

m The Court held that “nothing in Seagate forbids a jury to
consider whether a defendant obtained advice of counsel as
part of the totality of the circumstances in determining
willfulness”™

m Defendants' request to preclude evidence regarding their
failure to obtain advice of counsel 1s DENIED in
determining willfulness — same result as Qualcormm (CAFC)
reached in inducement context
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Credible Defenses Evidence An Absence Of Objective
Recklessness Under The “Totality Of The Circumstances”

m  Honeywell~. Universal Avionics (D. Del. Nov. 2008)

Universal’s prior victory on claim construction and non-
infringement before remand by the CAFC and the invalidity
of a number of patent claims “validate that Universal had
legitimate defenses to Honeywell's infringement claims”

Summary judgment of no willful infringement granted

“both legitimate defenses to infringement claims and credible
invalidity arguments demonstrate the lack of an objectively
high likelihood that a party took actions constituting
infringement of a valid patent”
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Credible Defenses Evidence An Absence Of
Objective Recklessness (Cont’d)

B Black & Decker~. Robert Bosch Tool (CAFC Jan. 2008)

m DICTA because infringement finding was vacated

m CAFC stated that, if willfulness considered on remand:

m Bosch’s lack of knowledge of patents would not necessarily
mean no willfulness

m Jury finding two claims invalid as obvious demonstrated a
credible invalidity argument

m District Court’s recognition of legitimate defenses to
infringement claims was significant

12





Designing Around Is Evidence That Conduct Was
Not Objectively Reckless

m [1 re Muth Mirror Sys. (E.D. Wisc. Bank. Dec. 2007)

m Muth asserted that Gentex willfully infringed

m Court reasoned that testimony of several Gentex witnesses,
Gentex procedures and manufacturing specifications
indicated that Gentex was well aware of numerical parameters
in patent and was careful to work around them; 1f
infringement found on remand, it likely was not willful
(DICTA because infringment was not found)

m Rhino Associates v. Berg Mfo. (M.D. Pa. Nov. 2007)

m Berg read patent and designed a ramp with three components
to attempt to design around the patented “one piece” ramp

m Court ruled that Berg’s infringement was not objectively
reckless; no willfulness
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Opinion Of Counsel Is Evidence That Defendant’s Conduct
Was Not Objectively Reckless, But Opinion Must Be Well-
Reasoned And Actually Relied Upon

m Cobesive Tech. v. Waters Corp. (D. Mass. Aug. 2007) (affirmed by
CAFC)

m Waters scientists and in-house counsel obtained Cohestve’s patent and

attempted to design around. In-house counsel consulted extensively with
scientists in forming opinion

m Objectively reasonable to believe non-infringement position; no
willfulness

m [NUS Medical Tech. v. Diomed Holdings (N.D. Cal. Oct. 2007)

m Diomed relied on two “opinions” of non-infringement, but neither
provided details of claim construction or element-by-element analysis

m Diomed’s motion for summary judgment of no willfulness was DENIED
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Conclusions And Best Practices Derived From Cases
Regarding Opinions Of Counsel Decided After Seagate

m Knorr-Bremse, Seagate and Qualcomm and their
progeny encourage potential infringers to obtain
advice of counsel

m Obtain opinion after the patent issues and before the
Complaint 1s filed

m Design around, do not copy

m Use separate opinion counsel and trial counsel
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Background — Pre-Seagate

B Underwater Devices (1983): Affirmative Duty of Care
€ Duty to obtain competent legal advice before potentially infringing

€ Duty if “actual notice of another's patent rights”

B Deeper Underwater: From Bad to Worse in Subsequent Cases

€ Production of opinion letter = waiver of privilege

e Defendants’ Dilemma: To Waive or Not to Waive

1. Keep the letter and maintain privilege
OR
2. Produce the letter and risk exposure of potentially

damaging communications
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Background — Pre-Seagate

B Trying to Fix the Underwater Problem

® Knorr-Bremse Systeme Fuer Nutzfahrzeuge GmbH v. Dana Corp.
(Fed. Cir. 2004)

® Adverse inference struck down
@® Inre EchoStar Communication Corp. (Fed. Cir. 2006)
e Held no waiver of work product not communicated to client

e Left open whether waiver applied to only to opinion counsel, or
to trial counsel too
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Seagate Holding

STRAUSS HAUER & FELDvwLLr

B [nre Seagate Technology
(Fed. Cir. Aug. 20, 2007) (en banc)

B Prior to suit by Convolve, Seagate sought opinions of non-
infringement, invalidity, and non-enforcement which were
received by Seagate shortly after the complaint was filed

B Seagate disclosed opinion counsel's work product and
offered opinion counsel for deposition

B Tral court ordered discovery of trial counsel
communications and work product

&
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Seagate Holding

B [n addition to demanding trial counsel documents,
Convolve noticed trial counsel for deposition

B Trial court denied Seagate’s request to certify an
interlocutory appeal

B Scagate petitioned Federal Circuit for writ of
mandamus

B Federal Circuit stayed discovery and sua sponte
ordered en banc review of the discovery 1ssues and
the broader 1ssue of standard for willful
infringement
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Seagate Holding

B New Willful Infringement Standard

€ Explicitly overruled Underwater and held “objective
recklessness" required for willful infringement:

® “[T]o establish willful infringement, a patentee 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. The state of mind of the accused
infringer is not relevant to this objective inquiry. If this
threshold objective standard 1s satisfied, 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. . . .”
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Seagate Holding
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B New Willful Infringement Standard

€ No opinion of counsel required:

® “[T]here 1s no affirmative obligation to obtain an
opinion of counsel.”
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Seagate Holding
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B Willful infringement ordinarily based on pre-litigation conduct

@ If post-filing conduct were reckless, a patentee could move
for a preliminary injunction as a remedy for that willful
infringement

@ If the defendant defeats preliminary injunction by
demonstrating substantial question of success, infringement
cannot be willful

® “[a] patentee who does not attempt to stop an accused
infringer's activities in this manner should not be allowed to
accrue enhanced damages based solely on the infringer's
post-filing conduct.”
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Seagate Holding

B Waiver of Attorney-Client Privilege and Work Product
Immunity Does Not Extend to Trial Counsel

@ Trial counsel and opinion counsel have “significantly
different functions™

e Opinion counsel: Objective advice for business decisions

e Trial counsel: Litigation strategy and tactics

B Discretion to extend waiver to trial counsel 1n unique
circumstances such as "chicanery" by counsel or parties
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Supreme Court Denies Cert of Seagate

STRAUSS HAUER & FELDvwLLr

B On November 15, 2007, Convolve, Inc. filed a
Petition for a Writ of Certiorari in the Supreme
Court regarding the Federal Circuit’s decision
in Seagate

The Supreme Court denied certiorari on
February 25, 2008. See 128 S.Ct. 1445
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Background — Pre-Broadcom v. Qualcomm

STRAUSS HAUER & FELDvwLLr

B DSU Medical Corp. v. JMS Co., 471 F.3d 1293
(Fed. Cir. 2006)

€ A defendant accused of inducing infringement must
have intended to cause the acts that constitute a direct
infringement of the patent

€ Inducement requires either

e the defendant knew the direct infringement would
occur, or

® the defendant should have known that its action would
cause the direct infringement
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Broadcom v. Qualcomm Holding

STRAUSS HAUER & FELDvwLLr

B Broadcom Corp. v. Qualcomm Inc., 543 F.3d 783 (Fed. Cir.
2008)

B Broadcom and Qualcomm both manufacture computer
chips for use 1n mobile devices

3 patents covering technology allowing mobile phones to
process information from multiple third-generation (3G)
networks simultaneously

Broadcom alleged that several processor chips produced by
Qualcomm infringed the technology in the 3 patents

Qualcomm sold 1its chips for use by other phone makers and
network providers downstream

Broadcom asserted both direct and inducement
infringement claims
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Broadcom v. Qualcomm Holding

STRAUSS HAUER & FELDvwLLr

B Jury found Qualcomm willfully directly infringed and
induced infringement of all 3 patents

B Qualcomm obtained invalidity opinions but elected not to
rely on them to avoid waiver of attorney-client privilege

B In light of Seagate, TC vacated willfulness verdict but
maintained direct infringement and inducement

B Qualcomm argued
€ No affirmative of duty for opinion of counsel in Seagate
€ Specific intent is higher standard than objective recklessness

€ Therefore, opinion of counsel is not relevant in inducement context
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Broadcom v. Qualcomm Holding

B Federal Circuit disagreed

€® “A lack of culpability for willful infringement does not compel a finding of
non-infringement under an inducement theory.”

Opinion of counsel is both an offensive and a defense tool

€ “It would be manifestly unfair to allow opinion-of-counsel evidence to
serve an exculpatory function, as was the case in DSU ... and yet not permit
patentees to identify failures to procure such advice as circumstantial
evidence of intent to infringe.”

Opinions-of-counsel are relevant in determining inducement to infringe
regardless of whether willfulness is found in view of Seagate

€ Circumstantial evidence of intent

€ One factor under totality of circumstances to determine whether accused
infringer knew or should have known its action would cause another to
infringe
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Broadcom v. Qualcomm Holding

B Factors considered

€ On notice of Broadcom’s patents and infringement contentions
e Failure to investigate

® Work closely with customer on accused products but did not work

to change products or instruct customers how to avoid infringement
after suit was 1nitiated

e Failure to design around
e Failure to take remedial steps

€ Failure to seek legal advice
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Future Need for Opinions of Counsel

B In cases where the allegation of willfulness 1s weak, the
need for an opinion may be lower:
e No longer required to refute willfulness
® No longer a negative inference for not relying on one

B But after Broadcom v. Qualcomm,
® May be required if sale to downstream customers
® May be required to rebut the lack of good faith or intent

B In a closer case, the costs/benefits of an opinion may be
higher than before:
e Useful proof to refute objective willfulness, since opinion 1s from
third party
e Useful to rebut lack of good faith or intent in inducement, since
failure to produce 1s admissible to the jury

® No longer a downside to obtaining opinion and deciding later
whether to disclose it
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Obtaining and Using Opinions of Counsel after In Re
Seagate and Qualcomm:

Are We Simply Back Where We Started?
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l. Waiver Issues in Light of Seagate and Qualcomm

A. Axiomatic that some waiver occurs when an opinion of
counsel is disclosed as a defense to willfulness.

1. According to the Seagate opinion: "The ultimate
dispute ...is the proper scope of discovery" following that
disclosure. 497 F.3d at 1371.

2. Since the Seagate opinion set forth a two-pronged
test for willfulness, some have argued that until the
patentee obtains a ruling on "objective recklessness" the
discovery should be stayed.

3. To date, no court has accepted this bifurcation
argument.

4.  The debate over scope of the waiver has not been
definitively decided. Issues still arise in the same three
areas: 1) To whom does the waiver apply? 2) What is the
temporal scope of the waiver? 3) What is the subject
matter scope of the waiver?

5. More often than not the answers include the phrase
"but it depends" due to fact driven nature of waiver
determination.

B. To Whom Does the Waiver of Privilege Apply?
1. Opinion Counsel

a. All of the files and records kept by the opinion
counsel will be subject to the waiver

b.  This will include other "related" opinion work
for the same client in all likelihood; plan accordingly.

2. Trial Counsel

a. Seagate comes close to stating that the
materials and advice of trial counsel are never
subject to the waiver of privilege by opinion counsel;
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but there is still the unexplored "chicanery"
exception.

b. No recent opinion has dealt with the situation
where opinion counsel and trial counsel in same
firm. Careful separation will be required at a
minimum to avoid a complete waiver.

C. Given de-emphasis of post-litigation conduct
for willfulness evaluation, less risk of trial counsel
exposure to waiver.

3. In-house Counsel

a. The Seagate opinion did not specifically
address the issue of waiver being extended to in-
house counsel

(i)  After the Seagate decision was handed
down, the Magistrate Judge on the case applied the
general principles of the case to in-house counsel,
namely, that discovery could be taken on the issue
of pre-litigation opinions given by in-house counsel
that were relied upon by Seagate.

b.  The Qualcomm opinion dealt with waiver in
the context of in-house counsel acting as opinion
counsel

C. Accordingly, the best authority from the
Federal Circuit on in-house waiver issues is still the
EchoStar decision from 2006.

d. The extent to which any waiver will result in
the disclosure of in-house advice will depend
entirely on the role taken by in-house counsel; to
the extent that in-house counsel plays a role in
providing opinions, there is risk of waiver.

e. Policy considerations for in-house counsel in
small companies may allow for a judicial
modification of waiver issues in future decisions.
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4. Other In-House Personnel

a. The decision in EchoStar makes it clear that
any investigation undertaken by in-house personnel
is likely to result in a waiver of privilege if the client
company relies on that investigation to continue to
manufacture the allegedly infringing items.

b.  All of this suggests that investigations done
pre-suit to avoid a finding of willfulness should be
handled by outside entities to avoid subsequent
waiver issues.

C. Whatis the Temporal Scope of the Waiver?

1. Seagate made it clear that pre-litigation conduct is
the focus for the willfulness determination.

2.  Where post-litigation conduct is advanced as a
basis for an opinion; discovery will be allowed.

3. Unclear what impact the Qualcomm decision will
have on the temporal scope issue. Does a decision to
continue manufacturing an item following the institution of
an action justify discovery regarding the basis for doing
S0?

D. Whatis the Subject Matter Scope of the Waiver?

1. Generally speaking, all documents or
communications regarding or discussing issues of non-
infringement, invalidity or unenforceability.

2. Some courts have narrowed the focus of the waiver
when only one of these defenses is asserted.

E. Arethe Waiver rules any different for Attorney Work
Product?

1. The Seagate opinion states that the reasoning
supporting the protection of attorney-client privilege for
trial counsel communications and restricting the scope of
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waiver "applies with even greater force" to trial counsel
work product. Seagate, 497 F.3d at 1375

2. EchoStar makes it clear that uncommunicated work
product is not implicated by a waiver.

F. Unresolved Waiver Issues

1. The impact of Qualcomm on post-litigation conduct
issues.

2.  Contrary Opinions Rendered by Other Counsel

a. Does the contrary opinion of trial counsel or
in-house counsel constitute "chicanery"?

3. Does Qualcomm signal that the Federal Circuit will
look for other ways to undermine or restrict the Seagate
holding?

Il. Suggested “Best Practices” Regarding Opinions of Counsel in
the Evolving Post-Seagate and Post-Qualcomm Environment

A.  Opinions of Counsel still have an important role outside of
litigation that is largely untouched by either Seagate or
Qualcomm.

1. Early stage companies seeking investors or
financing.

2. Freedom to operate in a new field; facilitates
“design around”.

3. Develop patent strategy for mature companies.
4. Sarbanes-Oxley compliance.
5. Licensing negotiations with patent trolls.

B. The necessity of obtaining an Opinion of Counsel for
possible use in litigation has been restored by the
decision in Qualcomm.
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1. For the time being, use of an opinion is now virtually
required in any case where inducement of infringement
might be an issue.

a. How can you predict ahead of time whether
inducement will be asserted as a basis for
infringement?

b.  As a practical matter, a prudent company is
now going to get an opinion of counsel whenever
there is a conceivable threat of litigation involving
inducement since plaintiffs will now be looking for
ways to allege inducement.

2. Plaintiffs may find opinions of counsel useful in
defending against Rule 11 motions.

3. A defendant could use an opinion as a means of
documenting the absence of “objective recklessness”,
especially for a small company that perceives the
possibility of patent litigation.

4. A defendant with indemnity rights might be well
advised to seek an opinion to support its position.

5. Wherever a cost/benefit analysis justifies the
obtaining of an opinion prior to litigation being
commenced.

OHS West:260563746.1
1-300295 MPW/MPW





