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an adequate predicate for the legal conclusion ultimately
made.10

Quite plainly, the SSIH panel, consistent with the decisions in Solder Removal and
Stratoflex, decided that a “clear and convincing” burden of proof did not apply to
all questions of validity.1% Furthermore, the court’s comment that the Supreme
Court’s decision in Radio Corp. could only be cited for the proposition that
“certain facts in patent litigation must be proved by clear and convincing
evidence” strongly implied that not all invalidity defenses required such proof.1o”

The worm began to turn, however, in Connell v. Sears, Roebuck & Co., yet
another decision by Chief Judge Markey.1% In this case, the Federal Circuit
affirmed a district court judgment notwithstanding a jury’s verdict that a patent
was valid because “the facts underlying the jury’s nonobviousness conclusion
were not supported by substantial evidence.”1® Nevertheless, Judge Markey
concluded that the “uniformity imperative that informed the creation of this
court impels a short discussion of some statements appearing in the opinion” of
the trial judge.10

Maintaining uniformity with Federal Circuit decisions had little to do
with the unbriefed and unargued dicta that followed, however. Judge Markey
notably criticized the trial judge’s comment “that where ‘pertinent’ and ‘any
relevant” art was not considered by the Patent and Trademark Office (PTO), the
presumption of validity is ‘severely weakened” and ‘eroded.”1! Judge Markey
responded that the “presumption does not change upon introduction of that art,
or at any other time. It is upon introduction of art more pertinent or more relevant
than that considered by the PTO (as happened here) that the patent challenger’s
burden may be more easily carried.”112

105 Jd. (additional citations omitted).

106 Id

107 Id

108 722 F.2d 1542, 1545, 220 U.S.P.Q. (BNA) 193, 196 (Fed. Cir. 1983).
109 Id. at 1548, 220 U.S.P.Q. (BNA) at 198.

110 Id

1 Id. at 1549, 220 U.S.P.Q. (BNA) at 199.

112 Id
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This passage logically suggests, at the very least, that introduction of
more material prior art would reduce the burden of proof so that it could “be
more easily carried.” But that was not the result that Judge Markey reached.
Addressing the trial court’s comment “that when ‘any relevant’ non-considered
art is introduced, the burden upon the patent challenger is thereby changed from
a requirement for clear and convincing proof to one of proof by a mere
preponderance,”'® Judge Markey responded as follows:

Proof, however, relates not to legal presumptions, but to facts.
The patent challenger may indeed prove facts capable of
overcoming the presumption, but the evidence relied on to
prove those facts must be clear and convincing. Thus, the
introduction of art or other evidence not considered by the PTO
does not change the burden and does not change the
requirement that the evidence establish presumption-defeating
facts clearly and convincingly.14

In other words, Judge Markey appeared to cling to the proposition that the
presumption had nothing to do with the burden of proving facts. In dicta set out
in the very next sentence, in contrast to the opinion in SSIH that such talk made
no sense, without citation of any supporting authority, and without any analysis
informed by the Supreme Court’s recent decision in Herman & MacLean, Judge
Markey simply decreed that the evidence relied on to prove invalidity “must be
clear and convincing.”115

Almost immediately, another panel of the Federal Circuit decided
American Hoist & Derrick Co. v. Sowa & Sons, Inc16 In certain respects, this
decision conflicts with all four of the opinions previously discussed.

The patentee, American Hoist, having lost a jury verdict regarding
invalidity, challenged on appeal the trial court’s jury instructions on
obviousness.!” The instructions had stated that in general the defendant had the
burden of proving obviousness by “clear and convincing evidence,” but that if
the jury found that “any of the prior art references which defendant has cited are

w g,

ns g,

us g,

16 725 F.2d 1350, 220 U.S.P.Q. (BNA) 763 (Fed. Cir. 1984).
4. at 1352, 1355, 220 U.S.P.Q. (BNA) at 766, 768.
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more pertinent than the art utilized by the examiner,” then the “presumption of
validity disappears as to that issue of obviousness and the plaintiff has the
burden of proof by a preponderance of the evidence.”118

The Federal Circuit, in an opinion by Judge Rich, quite properly held
that this instruction “misassigned the burden of proof” to the patentee “contrary
to” Section 282.1% In doing so, the opinion purported to acknowledge the panel’s
obligation to follow precedent established by the Court of Customs and Patent
Appeals and cited both Solder Removal and SSIH.120

The court, however, went on to discuss the presumption of validity at
some length, without regard to the holdings in those cases:

The second and more general error in the above jury instruction
was that it failed to explain accurately the “presumption of
validity,” which is not surprising. The prevailing confusion in
the cases over its meaning and effect has been engendered by
assertions that under some circumstances the presumption is
retained and under others it is destroyed, or that the
presumption is strengthened or weakened, as a result of which,
it has been said, the burden of proof shifts from one party to
another or the standard of proof changes.!!

Judge Rich appeared to acknowledge that Chief Judge Markey’s decisions in
Solder Removal, SSIH, and Connell had caused confusion. In any event, Judge
Rich suggested that the court was no longer bound to follow the analysis of the
presumption set out by the Court of Customs and Patent Appeals in Solder
Removal and made no further mention of that decision or its progeny in the
Federal Circuit.

Instead, Judge Rich explained that “[tThe presumption was, originally,
the creation of the courts and was a part of the judge-made body of patent law

18 Jd. at 1357-58, 220 U.S.P.Q. (BNA) at 769 (emphasis omitted).

" Id. at 1358, 220 U.S.P.Q. (BNA) at 769 (citation omitted). Because the Federal
Circuit’s reversal of the improper jury charge was correct on the merits,
nothing about the validity of the remainder of the Federal Circuit's opinion
can be read into the denial of certiorari.

120 4
21 Id., 220 USP.Q. (BNA) at 769-70.
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when the Patent Act of 1952 was written.”12 He then noted the original text of
Section 282 in that Act and the reviser's note commenting that the “first
paragraph declares the existing presumption of validity of patents.”1s He went
further, however, to quote the Commentary by the “principal author of the [1952
Act],” P.J. Federico, which suggested that the “statement of the presumption in
the statute should give it greater dignity and effectiveness.”12¢ Noting that he
had worked with the author of the Act, Judge Rich quoted a post-enactment
speech of Mr. Federico, admittedly “of limited publication” to the effect that the
presumption was “for the benefit of those cynical judges who now say the
presumption is the other way around.”’ In conclusion, therefore, Judge Rich
observed that “in 1952 the case law was far from consistent—even
contradictory —about the presumption and, absent statutory restraint, judges
were free to express their individual views about it.”126

Despite conceding this lack of consistency, however, Judge Rich went on
to say that “[bjehind it all, of course, was the basic proposition that a government
agency such as the then Patent Office was presumed to do its job,”127 citing the
Supreme Court’s decision in Morgan v. Daniels.’8 And contrary to Chief Judge
Markey, he considered the Supreme Court’s decision in Radio Corp. to be of much
broader relevance:

On the burden of persuasion in the face of such a presumption,
long before enactment of the present statute, the Supreme Court
reviewed the situation in Radio Corp. v. Radio Laboratories, noting
that the force of the presumption “has found varying
expressions in this and other courts.” Justice Cardozo, after
reviewing a variety of [these] expressions . . . and while noting
that “Gradations of difference so subtle are not susceptible of
pursuit without leading us into a land of shadows,” concluded:
“Through all the verbal variances, however, there runs this
common core of thought and truth, that one otherwise an

2 Id. at 1358-59, 220 U.S.P.Q. (BNA) at 770.
12 Id. at 1359, 220 U.S.P.Q. (BNA) at 770.

2¢  Id. (citation omitted).

5 I,

126 Id.

27 Id.

128153 U.S. 120, 125 (1894).
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infringer who assails the validity of a patent fair upon its face
bears a heavy burden of persuasion, and fails unless his evidence
has more than a dubious preponderance.”120

Returning to the issue raised by the jury instructions about prior art on
the basis of this background, Judge Rich summarized that “the two sentences of
the original § 282 . . . amount in substance to different statements of the same
thing: the burden is on the attacker.”13 In this context, according to Judge Rich,
“[t]he only question to be decided is whether the attacker is successful.”3! He
then asserted that if no new, more material, prior art is presented at trial, the
attacker “has the added burden of overcoming the deference that is due to a
qualified government agency presumed to have properly done its job.” 122

On the other hand, according to Judge Rich:

When an attacker, in sustaining the burden imposed by § 282,
produces prior art or other evidence not considered in the PTO,
there is, however, no reason to defer to the PTO so far as its effect
on validity is concerned. Indeed, new prior art not before the
PTO may so clearly invalidate a patent that the burden is fully
sustained merely by proving its existence and applying the
proper law; but that has no effect on the presumption or who has
the burden of proof. They are static and in reality different
expressions of the same thing-a single hurdle to be cleared.133

It is not apparent how this discussion clears up or improves upon prior decisions
discussing how the presumption could be satisfactorily rebutted with similar
evidence. And it is unquestionable that equating the presumption of validity

% Am. Hoist, 725 F.2d at 1359, 220 U.S.P.Q. (BNA) at 770 (citations omitted)
(quoting Radio Corp. of Am. v. Radio Eng’g Labs., Inc., 293 U.S. 1, 7, 10, 21
U.S.P.Q. (BNA) 353, 355, 356 (1934)).

180 Id.
B4
B2 Id.
133 Id. at 1359-60, 220 U.S.P.Q. (BNA) at 770.
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with the burden of persuasion contradicts the earlier holdings in Solder Removal
and SSIH.134

-In any event, Judge Rich finally asserted, citing Radio Corp., that like the
presumption and burden of proof, “[n]either does the standard of proof change; it
must be by clear and convincing evidence or its equivalent, by whatever form of
words it may be expressed.”1%5 As this is one point on which the American Hoist
decision unambiguously agrees with Chief Judge Markey’s decision in Connell, it
comes as no surprise that this “clear and convincing” burden of proof for validity
defenses quickly became accepted doctrine in the Federal Circuit.1® There can be
no doubt, however, that these decisions were reached without applying the
methodology required by the Supreme Court for determining the proper
standard of proof in civil litigation.

With one important exception, however, Judge Rich’s straightforward
analysis of the statute and its legislative history should resolve key underlying
issues for applying that methodology. The statute is silent about the standard of
proof. The legislative history is silent about not only the standard of proof but
also the substantive meaning of the presumption of validity. And even
acknowledging the Supreme Court’s decision in Radio Corp., there was no settled
judicial understanding of the meaning of the presumption at the time that the
Patent Act was recodified in 1952. As Judge Rich himself acknowledged, the pre-
1952 case law about the presumption “was far from consistent - even
contradictory . . .."”17

3¢ See Solder Removal Co. v. Int'l Trade Comm’n, 582 F.2d 628, 199 U.SP.Q
(BNA) 129 (C.C.P.A. 1978); SSIH Equip. S.A. v. Int'l Trade Comm'n, 718 F.2d
365, 218 U.S.P.Q. (BNA) 678 (Fed. Cir. 1983).

¥ Id. at 1360, 220 U.S.P.Q. (BNA) at 770 (citing Radio Corp. of Am. v. Radio
Eng’g Labs., Inc,, 293 U.S. 1, 21 U.S.P.Q. (BNA) 353 (1934)).

1% See, e.g., Atlas Powder Co. v. EIL du Pont de Nemours & Co., 750 F.2d 1569,
1573, 224 USP.Q. (BNA) 409, 411 (Fed. Cir. 1984). Ironically, there is one
circumstance in which the heightened standard of proof has not been
applied to an invalidity issue. The Federal Circuit has held, by reference to
section 291 of the Patent Act, that “[t]he correct standard of proof of priority
of invention, as between co-pending interfering patents, is the
preponderance of the evidence.” Environ Prods., Inc. v. Furon Co., 215 F.3d
1261, 1266, 55 U.S.P.Q.2d (BNA) 1038, 1041 (Fed. Cir. 2000).

87 Am. Hoist, 725 F.2d at 1359, 220 U.S.P.Q. (BNA) at 770.

A
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Judge Rich’s conclusion that the first and last sentences of Section 282 are
but two expressions of the same proposition, however, cannot be defended. The
appropriate assumption is that Congress did not insert superfluous language
into thé Patent Act, so that the two sentences must be interpreted to mean
something different.’® As the Federal Circuit concluded in its earlier decisions,
the “presumption” involves a burden of going forward, whereas the “burden of
proof” involves the ultimate burden of persuasion.’® This was certainly the
common law understanding of “presumptions” when the 1952 Patent Act was
passed.®®  As the Supreme Court recently reiterated, statutes are to be
interpreted “both on the interpretive assumption that Congress knows how we
construe statutes and expects to run true to form, . . . and under the general rule
that a common law term in a statute comes with a common law meaning, absent
anything pointing another way.”14

Judge Rich, of course, did not have the benefit of Grogan, but his opinion
also did not take into account the Supreme Court’s recent decision in Herman &
MacLean. Most important of all, Judge Rich’s analysis of the history of Section
282 would place the issue of the standard of proof squarely subject to the holding
in Grogan. Put another way, the necessary conclusion from Grogan should be that
legislative silence about the standard of proof in civil litigation based on a federal
statute, coupled with inconsistent judicial understandings predating passage
about the significance of enacted statutory language to that standard of proof,
should mean that the presumed standard of proof is the default-preponderance
of the evidence.

Of course the American Hoist decision might be interpreted to say,
despite the inconsistency in all judicial decisions prior to passage of the 1952 Act,
that the Supreme Court’s decision in Radio Corp. settled the issue of the meaning
of the presumption of validity, so that legislative adoption of the statutory
presumption of validity did impose the “clear and convincing” burden of proof.
The silence of Congress on this point, together with the common meaning of
presumptions, however, probably precludes this conclusion, even if it is proper
reading of American Hoist. Nevertheless, there is enough in Radio Corp. to

1% See United States v. Atl. Research Corp., 127 S. Ct. 2331, 2336-37 (2007)
(rejecting  statutory ~construction that would render key language
superfluous).

39 See Solder Removal, 582 F.2d at 632-33, 199 U.S.P.Q (BNA) at 132-33.
140 See WRIGHT ET AL., supra note 64, § 5122.1.
11 Safeco Ins. Co. of Am. v. Burr, 127 S. Ct. 2201, 2209 (2007) (citations omitted).
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warrant further investigation into Supreme Court decisions involving the
presumption of validity and the burden of proof for invalidity in other Supreme
Court decisions predating 1952. We turn to this task in the next section.

3. Supreme Court

The earliest Supreme Court case cited by the Federal Circuit in American
Hoist is Morgan v. Daniels.*> The Supreme Court also cited Morgan as authority
in Radio Corp.*® In Morgan, a patent examiner ruled that the defendant was the
original inventor, a panel of examiners reversed the single examiner’s ruling, the
Commissioner of Patents reinstated the examiner’s ruling, and the
Commissioner’s ruling was overturned by the Circuit Court.* The Supreme
Court did not mention any presumption of validity. Instead, the Court described
the lawsuit as one “to set aside the action of one of the executive departments of
the government” and treated it as “something in the nature of a suit to set aside a
judgment, and, as such, [it was] not to be sustained by a mere preponderance of
the evidence.”1% The Court therefore held as follows:

Upon principle and authority, therefore, it must be laid down as

a rule that where the question decided in the Patent Office is one

between contesting parties as to priority of invention, the

decision there made must be accepted as controlling upon that

question of fact in any subsequent suit between the same parties,

unless the contrary is established by testimony which in
- character and amount carries thorough conviction.146

Morgan, therefore, involved only an inventorship dispute resolved in contested
proceedings before the Patent Office and did not base its heightened burden of
proof on any presumption of validity for all patents.

Radio Corp. involved an even more complex inventorship dispute. In a
lawsuit in the Second Circuit and in a subsequent interference proceeding before
the Patent Office, Armstrong had prevailed against other claimants in disputes

142153 U.S. 120 (1894).

43 See293U.S. 1,5, 8-9,21 US.P.Q. (BNA) 353, 355, 356.
44 153 U.S. at 121-22,

¥ Id. at124.

16 ]d. at 125.
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over first invention.”” On appeal from the interference proceeding, however, De
Forest persuaded the D.C. Circuit to reverse the findings of the Patent Office.148
As a consequence, the Patent Office issued patents to De Forest. In the
meantime, three lawsuits concerning inventorship had been initiated in the Third
Circuit, which ultimately ruled in favor of the assignees of De Forest.® The
Third Circuit opinion was affirmed by the Supreme Court in Westinghouse Electric
& Manufacturing Co. v. De Forest Telephone & Telegraph Co.,150 relying on Morgan
and Victor Talking Machine Co. v. Brunswick-Balke-Collender Co.,; ' which reiterated
that the Supreme Court would not disturb consistent circuit opinions absent
clear error.’® The assignees of Armstrong, however, assisted by Armstrong
himself, persuaded the Second Circuit to follow its initial ruling in favor of
Armstrong.153

The Supreme Court agreed that, pursuant to the Patent Act (then
Revised Statute 4918) and principles of res judicata, the assignees who had
obtained rights to Armstrong’s patent prior to the rulings in favor of De Forest
were not technically barred from relitigating inventorship like Armstrong would
have been.!* However, that did not get Armstong’s assignees very far with the
Supreme Court. The Court simply announced that a “patent regularly issued,
and even more obviously a patent issued after a hearing of all the rival claimants,
is presumed to be valid until the presumption has been overcome by convincing
evidence of error.”15

Ironically, of course, this announcement assigned the presumption of
validity to De Forest’s patents, even though the Patent Office had itself
concluded that Armstrong rather than De Forest was the first inventor. Contrary
to the pronouncement of the Federal Circuit in American Hoist, moreover, the

W Radio Corp., 293 U.S. at 3-4, 21 U.S.P.Q. (BNA) at 353-54.
48 Id. at4,21 US.P.Q. (BNA) at 354.

¥ Id. at 4-5, 21 U.S.P.Q. (BNA) at 354-55.

150 278 U.S. 562 (1928) (per curiam).

151273 U.S. 670 (1927) (per curiam).

152 Westinghouse Elec., 278 U.S. at 562.

1% Radio Corp., 293 U.S. at 6-7, 21 U.S.P.Q. (BNA) at 355.

15 Id. at7,21 US.P.Q. (BNA) at 355.

%5 Id.
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presumption of validity announced in Radio Corp. was decidedly not premised
on deference due to the Patent Office.

Not surprisingly in context, the Supreme Court in Radio Corp. cited in
support of the presumption of validity a series of cases on inventorship,
including Morgan.’6 Further, the Court summarized their holdings to be that a
litigant must prove a defense of prior invention by “more than a dubious
preponderance.”’” The Court reasoned that “[i]f that is true where the assailant
connects himself in some way with the title of the true inventor, it is so a fortiori
where he is a stranger to the invention, without claim of title of his own.”1 [t
appears relatively certain, therefore, that the Court understood that its reference
to a standard of proof higher “than a dubious preponderance” applied only to
inventorship issues, just as the Federal Circuit had originally concluded in SSIH.

There is additional evidence that the Supreme Court did not consider the
judge-created presumption of validity to apply outside the inventorship context.
For example, during the same term that it decided Morgan, the Supreme Court
repeatedly upheld invalidity and obviousness defenses without reference to a
heightened burden of proof.® Likewise, in decisions after Radio Corp. and
leading to passage of the 1952 Act, the Supreme Court resolved similar invalidity
issues without mention of a heightened burden of proof.1® There was clearly no
established principle requiring a heightened burden of proof for all invalidity
issues when Congress passed the Patent Act of 1952.

Even though the Supreme Court has ruled numerous times on invalidity
issues since 1952, it had had nothing to say about the presumption of validity or
any heightened burden of proof for invalidity defenses until its recent
unanimous decision regarding obviousness in KSR Int’l Co. v. Teleflex, Inc.16!

156 4, at 7-8, 21 U.S.P.Q. (BNA) at 356.
157 Id
188 4. at 8,21 US.P.Q. (BNA) at 356.

1% See, eg., Seabury & Johnson v. Am Ende, 152 U.S. 561 (1894); Knapp v.
Morss, 150 U.S. 221 (1893); Howard v. Detroit Stove Works, 150 U.S. 164
(1893); Corbin Cabinet Lock Co. v. Eagle Lock Co., 150 U.S. 38 (1893).

190 See, e.g., Great Atl. & Pac. Tea Co. v. Supermarket Equip. Corp., 340 U.S. 147,
87 U.S.P.Q. (BNA) 303 (1950); Graver Tank & Mfg. Co. v. Linde Air Prods.
Co., 336 U.S. 271, 276-79, 80 U.S.P.Q. (BNA) 451, 453-54 (1949).

1611278, Ct. 1727, 82 U.S.P.Q.2d (BNA) 1385 (2007).
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After the conclusion of its obviousness analysis, the Court added the following
paragraph:

- We need not reach the question whether the failure to disclose
[material prior art] during the prosecution of [the patent in suit]
voids the presumption of validity given to issued patents, for
claim 4 is obvious despite the presumption. We nevertheless
think it appropriate to note that the rationale underlying the
presumption—that the PTO, in its expertise, has approved the
claim—seems much diminished here.162

This is an important passage. The Court acknowledged that resolving the issue
was not essential to the Court’s decision. Nonetheless, the Court thought it
important enough to question the applicability of the presumption in this
context. At the very least, the dictum in KSR is sufficient to call into question the
Federal Circuit’s use of a heightened burden of proof based on the presumption
of validity.163

B. Inequitable Conduct

The history of a heightened burden of proof for a determination of
inequitable conduct has a similar, though less tortured, history.

XY

162 Jd, at 1745, 82 U.S.P.Q.2d (BNA) at 1399.

¥ One Federal Circuit decision following KSR has addressed a challenge to the
“clear and convincing” standard of proof for invalidity. See Z4 Techs., Inc. v.
Microsoft Corp., 507 F.3d 1340, 1354-55, 85 U.S.P.Q.2d (BNA) 1340, 1350-51
(Fed. Cir. 2007). There, Microsoft argued for a jury instruction that its
burden of proving invalidity “is more easily carried when the references on
which the assertion is based were not directly considered by the examiner
during prosecution.” Id. at 1354, 85 U.S.P.Q.2d at 1350. In reliance on
American Hoist, the Federal Circuit rejected this argument, determining that
“it might lead the jury to believe that the burden of proof is less than clear
and convincing when prior art was not considered by the” Patent and
Trademark Office. Id. at 1354-55, 85 U.S.P.Q.2d at 1351. If, as the Supreme
Court indicated in KSR, the premise for a heightened standard of proof is
absent in these circumstances, then Microsoft’s requested instruction would
not have misled the jury at all. Remarkably, however, the Federal Circuit

resolved the issue without considering the Supreme Court’s discussion in
KSR.
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1. Court of Customs and Patent Appeals

The Court of Customs and Patent Appeals obliquely addressed the
standard of proof for inequitable conduct in Norton v. Curtiss.'* There, the Court
reviewed a decision of the Patent Office in an interference proceeding, and
affirmed the decision of the Patent Office not to deny priority to one of the
parties on the ground of fraud in prosecution of its patent.!s In doing so, the
Court commented, without citation of any authority, that the “standard has been
and still is that proof of fraud must be clear and convincing.”166

2. Federal Circuit

Relying on Norton v. Curtiss, the Federal Circuit held, in yet another
seminal decision by Chief Judge Markey, that “[cJonduct before the PTO that
may render a patent unenforceable is broader than ‘common law fraud.”167
Judge Markey chose the phrase “inequitable conduct” to describe the conduct
that would render a patent unenforceable.!® Judge Markey likewise announced,
without citing Norton or any other authority, that establishing such “/inequitable
conduct’ requires proof by clear and convincing evidence of a threshold degree
of materiality of the nondisclosed or false information.”16?

Citing Norton, Judge Markey concluded that, as a defense, inequitable
conduct “results in unenforceability.””70 The judge identified the use of the word
“unenforceability” in Section 282 of the Patent Act as the statutory basis for the
inequitable conduct defense.” Further, he acknowledged that before 1952,
“Supreme Court cases had treated inequitable conduct as an ‘unclean hands’
type defense.”?”2 This statutory analysis, however, followed his pronouncement

164 433 F.2d 779, 167 U.S.P.Q. (BNA) 532 (C.C.P.A. 1970).
165 Id. at 800, 167 U.S.P.Q. (BNA) at 549.
166 Id. at 797, 167 U.S.P.Q. (BNA) at 546-47.

167 J.P. Stevens Co. v. Lex Tex Ltd., 747 F.2d 1553, 1559, 223 U.S.P.Q. (BNA)
1089, 1092 (Fed. Cir. 1984) (citing Norton v. Curtiss, 433 F.2d 779, 793, 167
U.S.P.Q. (BNA) 532, 543 (C.C.P.A. 1970)).

168 Id. at 1559, 223 U.S.P.Q. (BNA) at 1092.

169 I

7% Id. at 1561, 223 U.S.P.Q. (BNA) at 1093.
o4

72 Id. at 1560-61, 223 U.S.P.Q. (BNA) at 1093.
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on the standard of proof.!” In any event, the decision did not analyze what
impact the Patent Act or its history might have on the standard of proof issue.
The decision also failed to address the methodology for proper selection of civil
burdens of proof, which had recently been reiterated by the Supreme Court in
Herman & MacLean 174

The Federal Circuit subsequently reiterated the “clear and convincing”
burden of proof for inequitable conduct in a decision in which the entire court
participated to agree on the appropriate elements of proof for inequitable
conduct and the consequences of an affirmative finding on those elements.””s

3. Supreme Court

In Norton v. Curtiss, the Court of Customs and Patent Appeals cited the
Supreme Court’s decision in Keystone Driller Co. v. General Excavation Co.17 as
authority for an “equitable defense” based on procurement of a patent through
“fraud practiced on the Patent Office.”””” For the proposition that the Supreme
Court treated “inequitable conduct” as an “unclean hands type defense,” the
Federal Circuit cited the Court’s 1945 decision in Precision Instrument
Manufacturing’’®  Neither Supreme Court decision, however, suggests any
particular standard of proof for resolving equitable defenses based on
misconduct before the Patent Office.

In Keystone, the plaintiff owned five patents assigned to it by its general
manager Downie.””” During the application for one of his patents, Downie had
discovered possible prior use.®® In order to support an earlier infringement suit,

7 [4, at 1559, 223 U.S.P.Q. (BNA) at 1092.
74 459 U.S. 375, 387 (1983).

7% Kingsdown Med. Consultants v. Hollister Inc., 863 F.2d 867, 872, 9
U.S.P.Q.2d (BNA) 1384, 1389 (Fed. Cir. 1988).

76290 U.S. 240, 19 U.S.P.Q. (BNA) 228 (1933).

77 Norton v. Curtiss, 433 F.2d 779, 792 n.12, 167 U.S.P.Q. (BNA) 532, 543 n.12
(C.C.P.A. 1970).

178 |.P. Stevens, 747 F.2d at 1561, 223 U.S.P.Q. (BNA) at 1093 (citing Precision
Instrument Mfg. Co. v. Auto. Maint. Mach. Co., 324 U.S. 806, 814, 65 U.S.P.Q
(BNA) 133, 137-38 (1945)).

179 Keystone, 290 U.S. at 241-42, 19 U.S.P.Q (BNA) at 228.
180 Id. at 243, 19 U.S.P.Q. (BNA) at 229.
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Downie obtained an agreement to acquire the patent of the prior user and
conceal the potentially invalidating prior use.’8! This “corrupt transaction” had
been concealed in the earlier case, but had been revealed in the subsequent cases
that reached the Supreme Court.®® On the theory that the misconduct had only
taken place in the prior lawsuit, the district court had declined to apply the
doctrine of “unclean hands” and granted injunctive relief.!® The Sixth Circuit
reversed and ordered the cases dismissed.18

The Supreme Court agreed with the Sixth Circuit in Keystone, ruling that
there was a sufficient connection between the misconduct and the cases before
it.®® In doing so, the Court commented that courts apply the unclean hands
“maxim, not by way of punishment for extraneous transgressions, but upon
considerations that make for the advancement of right and justice.”18  Most
importantly, the Court commented that courts “are not bound by formula or
restrained by any limitation that tends to trammel the free and just exercise of
discretion.”187

The Court adopted and expounded on these principles in Precision
Instrument Manufacturing Co. v. Automotive Maintenance Machinery Co.188 There,
Automotive owned a patent application of an inventor named Zimmerman, and
Precision owned a competing patent application of an inventor named Larson,1#?
During interference proceedings, Automotive obtained evidence that the Larson
application was fraudulent.® Automotive nevertheless settled the interference
proceeding and obtained not only a stipulation to the priority of the Zimmerman

181 [
182 Jg
85 Id. at 244, 19 U.S.P.Q. (BNA) at 229.

8 Gen. Excavator Co. v. Keystone Driller Co., 62 F.2d 48, 51, 16 U.S.P.Q. (BNA)
269, 271 (6th Cir. 1932), reh’g denied, 64 F.2d 39, 17 U.S.P.Q. (BNA) 517 (6th
Cir. 1933).

185290 U.S. at 244-47, 19 U.S.P.Q. (BNA) at 229-31.
18 Jd. at 245,19 U.S.P.Q. (BNA) at 230.

187 I4. at 245-46, 19 U.SP.Q. (BNA) at 230.

18 324 U.S. 806, 65 US.P.Q. (BNA) 133 (1945).

1 14, at 809, 65 U.S.P.Q. (BNA) at 135.

10 Jd, at 810-11, 65 U.S.P.Q. (BNA) at 136.
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application but also an assignment of the Larson application.®® Automotive
subsequently sued Precision for infringement of the Zimmerman and Larson
patents and for breach of the settlement agreement.’”? The Supreme Court noted
that the district court dismissed the complaints for “want of equity,” supporting
its decision with findings of fact and conclusions of law.’® The Seventh Circuit
reversed, holding that the district court's decision was not supported by
substantial evidence, because Automotive had not known for sure that the
Larson application was fraudulent.1®

The Supreme Court reversed and upheld the district court’s decision.1%
The Court explained that the “unclean hands” maxim requires that litigants
“shall have acted fairly and without fraud or deceit as to the controversy in
issue.”1% The Court further held that the “maxim necessarily gives wide range to
the equity court’s use of discretion in refusing to aid the unclean litigant.”*” The
Court reiterated its statement in Keystone that the court is “not bound by formula
or restrained by any limitation that tends to trammel the free and just exercise of
discretion.”1?¢ Correspondingly, “[a]ny willful act concerning the cause of action
which rightfully can be said to transgress equitable standards of conduct is
sufficient cause for the invocation of the maxim ... .”1®

“Moreover,” the Court held, “where a suit in equity concerns the public
interest as well as the private interests of the litigants this doctrine assumes even
wider and more significant proportion.”?® The Court further stated that:

1 Id. at 813-14, 65 U.S.P.Q. (BNA) at 137.
92 Id. at 814, 65 U.S.P.Q. (BNA) at 137.
19 Jd. at 808, 65 U.S.P.Q. (BNA) at 135.

¥t Auto. Maint. Mach. Co. v. Precision Instrument Mfg. Co., 143 F.2d 332, 339,
62 U.S.P.Q. (BNA) 226, 236 (7th Cir. 1944).

95 Precision Instrument Mfg., 324 U.S. at 820, 65 U.S.P.Q. (BNA) at 140.
96 Id. at 814-15, 65 U.S.P.Q. (BNA) at 138.
¥7 Id. at 815, 65 U.S.P.Q. (BNA) at 138.

1% Id. (quoting Keystone Driller Co. v. Gen. Excavation Co., 290 U.S. 240, 245-
46, 19 U.S.P.Q. (BNA) 228, 230 (1933)).

1% Id. at 815, 65 U.S.P.Q. (BNA) at 138.
200 [
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A patent by its very nature is affected with a public interest. As
recognized by the Constitution, it is a special privilege designed
to serve the public purpose of promoting the “Progress of
Science and the useful Arts.” At the same time, a patent is an
exception to the general rule against monopolies and to the right
to access to a free and open market. The far-reaching social and
economic consequences of a patent, therefore, give the public a
paramount interest in seeing that patent monopolies spring from
backgrounds free from fraud or other inequitable conduct and
that such monopolies are kept within their legitimate scope.20t

This analysis emphasizing the public’s interest in limiting the patent monopoly
to patents resulting from untainted Patent Office analysis should preclude any
conclusion that the Court meant to require that a defendant prove inequitable
conduct by more than a preponderance of the evidence. Additionally, the
Court’s reversal of the Seventh Circuit decision is practically contrary to any
such requirement.

Accordingly, the Supreme Court decisions codified as part of the
unenforceability defense in the Patent Act expressly rejected any “formula” or
“limitation” that would restrain the discretion of the courts to dismiss
infringement claims based on patents tainted with inequitable conduct.22 It
would be difficult to reconcile this decision with the heightened “clear and
convincing” standard of proof, which operates as just such a precluded formula
or limitation restraining proper application of the “unclean hands” maxim.

C. Willful Infringement

The history of the heightened standard of proof with respect to the rubric
of “willful infringement” is, of course, heavily impacted by the Federal Circuit's
recent decision in Seagate Technology recasting that doctrine.2® In any event, the
“willful infringement” doctrine originated primarily with the Circuit Courts of
Appeal prior to the formation of the Federal Circuit. We therefore turn first to
the one of those cases most prominently followed by the Federal Circuit.

21 Id. at 816, 65 U.S.P.Q. (BNA) at 138.
22 ]d. at 815, 65 U.S.P.Q. (BNA) at 138.
% 497 F.3d 1360, 83 U.S.P.Q.2d (BNA) 1865 (Fed. Cir. 2007).
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1. Circuit Courts

Immediately prior to the formation of the Federal Circuit, the Fifth
Circuit held in Baumstimler v. Rankin that an enhanced (“treble”) damage award
“is within the discretion of the District Court when the infringement is willful
and wanton.”?* For other damages issues, the panel had relied on the Supreme
Court’s decision in Aro Manufacturing Co. v. Convertible Top Replacement Co.2% In
Aro, the Court commented in a long passage on potential remedies that “in a
proper case,” the patentee “could in a case of willful or bad-faith infringement
recover punitive or ‘increased’ damages under the statute’s trebling provision . . .
206 Of course, this comment indicated that findings of willfulness or bad faith
were sufficient to support enhanced damages (or the most obvious route to such
recovery), but not that such findings would be necessary in every case.2””
Nonetheless, the Fifth Circuit’s decision reflected the consensus rulings of the
various Circuit Courts of Appeal.208

None of these circuit decisions suggested a heightened standard of
proof, however. For example, the Fifth Circuit noted in Baumstimler that the case
had been submitted to a jury on a general verdict, so there were no jury findings
on willfulness2® The panel therefore remanded for retrial, and instructed the
district court to use special interrogatories for jury resolution of the willfulness
issue® Even though the general verdict form had undoubtedly used a
preponderance of the evidence standard of proof, the panel did not suggest that
a heightened standard of proof should be used in the special interrogatory.

4 677 F.2d 1061, 1073, 215 U.S.P.Q. (BNA) 575, 585 (5th Cir. 1982).

%5 Id, 215 USP.Q. (BNA) at 584 (citing Aro Mfg. Co. v. Convertible Top
Replacement Co., 377 U.S. 476, 508, 141 U.S.P.Q. (BNA) 681, 694 (1964)).

206377 U.S. at 508, 141 U.S.P.Q. (BNA) at 694.
07 I4

28 See Milgo Elec. Corp. v. United Bus. Commc’'ns, Inc., 623 F.2d 645, 665, 206
U.S.P.Q. (BNA) 481, 497 (10th Cir. 1980) (citing cases from the Seventh and
Fourth Circuits).

677 F.2d at 1073, 215 US.P.Q. (BNA) at 585.
20 g,
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2. Federal Circuit

Early Federal Circuit cases reviewed findings of willful infringement
without suggesting any requirement of a heightened standard of proof.! Soon
thereafter, the Federal Circuit relied on Baumstimler to hold explicitly that
enhanced damages “must be premised on willful infringement or bad faith.”212
The court reversed an award of enhanced damages premised on the infringer’s
attempts to design around the pertinent patents as a matter of law, but accepted
the factual findings of the trial court without any mention of a heightened proof
standard.?

In between these two decisions, however, a Circuit panel simply
announced that “[t]he jurisprudence . . . uniformly requires clear and convincing
evidence in support of increased damages.”?# Because the court cited no
authority for this proposition, it is difficult to discern the ground for this
conclusion. In any event, this opinion has initiated a line of precedent that the
Federal Circuit continues to apply uncritically.215

A similar line of authority was initiated a decade later when the Federal
Circuit simply announced anew that “[a] finding of willfulness requires the fact-
finder” to resolve the issue by “clear and convincing evidence.”6 Again, the
court cited no authority and offered no reasoning for its ruling. Nevertheless,
this holding was also followed uncritically in subsequent decisions.2””

A1 See Underwater Devices Inc. v. Morrison-Knudsen Co., 717 F.2d 1380, 1389,
219 US.P.Q. (BNA) 569, 576 (Fed. Cir. 1983); Stickle v. Heublein, Inc., 716
F.2d 1550, 1565, 219 U.S.P.Q. (BNA) 377, 388 (Fed. Cir. 1983).

A2 Yarway Corp. v. Eur-Control, Inc., 775 F.2d 268, 277, 227 US.P.Q. (BNA) 352,
358 (Fed. Cir. 1985).

13 Id. at 277-78, 227 U.S.P.Q. (BNA) at 359.

#¢ Shatterproof Glass Corp. v. Libbey-Owens Ford Co., 758 F.2d 613, 628, 225
U.SP.Q. (BNA) 634, 644 (Fed. Cir. 1985).

25 See Acco Brands, Inc. v. ABA Locks Mfr. Co. 501 F.3d 1307, 1311, 84
US.P.Q.2d (BNA) 1267, 1269 (Fed. Cir. 2007) (citing other Federal Circuit
authority which relies on Shatterproof Glass).

26 Am. Med. Sys., Inc. v. Med. Eng’g Corp., 6 F.3d 1523, 1530, 28 U.S.P.Q.2d
(BNA) 1321, 1325 (Fed. Cir. 1993).

77 See, e.g., Amsted Indus. Inc. v. Buckeye Steel Castings Co., 24 F.3d 178, 181,
30 U.S.P.Q.2d (BNA) 1462, 1464 (Fed. Cir. 1994).
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The Federal Circuit’s only rationale for a heightened standard of proof—
“the jurisprudence” —does not withstand scrutiny.?® Case authority is decidedly
to the contrary.

In Herman & McLean, for example, the Supreme Court noted that a
preponderance of the evidence sufficed for recovery under the antitrust laws.?
That reference is significant, because a successful antitrust plaintiff automatically
recovers treble damages.?20 Indeed, the Supreme Court has explicitly held that,
except when another statute expressly requires a heightened proof standard for a
particular issue, all factual issues underlying the antitrust treble damages
remedy are to be resolved by a preponderance of the evidence.??! Therefore, it
has been held that a preponderance of the evidence standard of proof also
applies to the civil treble damage remedy under the Racketeering Influenced and
Corrupt Organizations Act?2 There is no jurisprudence indicating that
enhanced damages require a heightened burden of proof.

3. Supreme Court

In its initial decisions, the Federal Circuit did not premise the willful
infringement doctrine on Supreme Court precedent. In its recent Seagate
decision, however, a majority of the full court found stray references to willful
and bad faith infringement in the context of enhanced damages in three Supreme
Court cases.?? Judge Gajarsa’s concurring opinion pointed out, however, that
“[a]t most, those cases merely stand for the uncontroversial proposition that a

28 See Shatterproof Glass, 758 F.2d at 628, 225 U.S.P.Q. (BNA) at 644.
219 459 U.S. 375, 390 (1983).

20 15 U.S.C. § 15(a) (2006).

21 Ramsey v. United Mine Workers, 401 U.S. 302, 311 (1971).

22 Ljquid Air Corp. v. Rogers, 834 F.2d 1297, 1302-03 (7th Cir. 1987)
(interpreting 18 U.S.C. § 1964(c)); see also Sedima, S.P.R.L. v. Imrex Co., 473
U.S. 479, 491 (1985) (strongly suggesting a preponderance-of-the-evidence
standard for RICO treble damage actions).

23 In re Seagate Tech., LLC, 497 F.3d 1360, 1368, 83 U.5.P.Q.2d (BNA) 1865, 1868
(Fed. Cir. 2007) (citing Aro Mfg. Co. v. Convertible Top Replacement Co.,
377 U.S. 476, 508, 141 U.S.P.Q. (BNA) 681, 694 (1964); Dowling v. United
States, 473 U.S. 207, 227 n.19, 226 U.S.P.Q. (BNA) 529, 537 n.19 (1985);
Seymour v. McCormick, 57 U.S. 480, 489 (1853)).
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finding of willfulness is sufficient to support an award of enhanced damages.” 224
In addition, the concurring opinion pointed to other Supreme Court decisions
that were inconsistent with the Federal Circuit’s notion that enhanced damages
were designed to punish “willful” infringement.2s Certainly nothing in any of
these Supreme Court cases suggests a heightened standard of proof with respect
to any aspect of the enhanced damages determination. In this context,
longstanding Congressional silence about a heightened standard of proof for
recovery of enhanced damages should be dispositive.

D. Attorneys’ Fees

The Federal Circuit's adoption of a “clear and convincing” proof
standard for proving that a case is exceptional follows what is by now a familiar
path. It appears seemingly out of the blue in a second round of Federal Circuit
decisions. In this case, however, there is no Supreme Court authority to consult.

1. Circuit Courts

Because attorneys’ fees arise solely in the private litigation context, 2 the
relevant court decisions prior to formation of the Federal Circuit come from the
traditional federal courts of appeal. An influential decision from the Ninth
Circuit responsibly reviewed the legislative and judicial background to the
current Section 285 before upholding the district court’s finding of fact that the
underlying case was exceptional.?? Neither this nor any other circuit court
decision suggested that a heightened proof standard applied to these factual
determinations.??

24 Id. at 1381, 83 U.S.P.Q.2d (BNA) at 1878 (Gajarsa, J., concurring) (emphasis
added).

25 Id, 83 US.P.Q.2d (BNA) at 1877-78 (citing Birdsall v. Coolidge, 93 U.S. 64,
69-70 (1876); Clark v. Wooster, 119 U.S. 322, 326 (1886)).

26 Armistead v. Vernitron Corp., 944 F.2d 1287, 1301-02 (6th Cir. 1991)
(discussing Congress’ reliance on public enforcement of certain policy via
the allowance of attorneys’ fees).

" Monolith Portland Midwest Co. v. Kaiser Aluminum & Chem. Corp., 407
F.2d 288, 293-97, 160 U.S.P.Q. (BNA) 577, 580-84 (9th Cir. 1969).

8 See, e.g., Kahn v. Dynamics Corp. of Am., 508 F.2d 939, 945, 184 U.S.P.Q.
(BNA) 260, 264 (2d Cir. 1974); Uniflow Mfg. Co. v. King-Seeley Thermos Co.,
428 F.2d 335, 340-42, 166 U.S.P.Q. (BNA) 70, 74-75 (6th Cir. 1970).
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2. Federal Circuit

Similarly, early decisions of the Federal Circuit did not suggest any
requirément that “clear and convincing” evidence would be necessary to
establish that a case is exceptional.??® This changed with an interesting series of
decisions beginning in the mid-eighties.

In Hycor Corp. v. Schleuter Co., the Federal Circuit reviewed a judgment
upholding an invalidity defense, finding that the patentee had committed fraud
on the PTO, and awarding attorneys’ fees to the accused infringer.?® Addressing
unenforceability, the panel agreed that “[fjJraud must be proved by clear and
convincing evidence.”?! The panel concluded, however, that the evidence was
not sufficient to establish fraud on the PTO.22 Then, in a separate passage, the
panel addressed the issue of attorneys’ fees under Section 285.23 Because it had
rejected the finding of fraud, it likewise rejected the finding that the case was
exceptional.?* The panel, however, did not suggest that a separate “clear and
convincing” proof standard applied to the exceptionality determination.

Then, in Reactive Metals & Alloys Corp. v. ESM, Inc., the Federal Circuit
conducted a more thorough analysis of the requirements of Section 285.25 It
noted that “[a]s the statutory language indicates, the necessary predicate for the
exercise of discretion by the trial court is a finding that the case is ‘exceptional’ . .
. /86 Once again, the panel did not suggest that this exceptionality finding
required special proof. Addressing the particular facts involved in the case,
however, the panel cited Hycor for the proposition that “clear and convincing”

2 See, e.g., Hughes v. Novi Am., Inc,, 724 F.2d 122, 124, 220 U.S.P.Q. (BNA)
707, 709 (Fed. Cir. 1984); Stevenson v. Sears, Roebuck & Co., 713 F.2d 705,
712-13, 218 U.S.P.Q. (BNA) 969, 975-76 (Fed. Cir. 1983).

0 740 F.2d 1529, 222 U.S.P.Q. (BNA) 553 (Fed. Cir. 1984).

8L Id. at 1538, 222 U.S.P.Q. (BNA) at 560 (citing Orthopedic Equip. Co. v. All
Orthopedic Appliances, Inc.,, 707 E.2d 1376, 217 U.S.P.Q. (BNA) 1281 (Fed.
Cir. 1983).

22 Id. at 1539-40, 222 U.S.P.Q. (BNA) at 561.

28 Jd. at 1540-41, 222 U.S.P.Q. (BNA) at 562.

24 Id

5 769 F.2d 1578, 1582-83, 226 U.S.P.Q. (BNA) 821, 824 (Fed. Cir. 1985).
26 Jd. at 1582, 226 U.S.P.Q. (BNA) at 824.
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evidence was required “to prove bad faith conduct.”2” This conclusion cannot
be squared with the Supreme Court’s subsequent decision in Grogan.

In later cases, however, the Federal Circuit has simply cited Reactive
Metals to hold that an award of fees required proof of the “exceptional nature of
the case by clear and convincing evidence.”23

V. THE PROPER BALANCE OF INTERESTS ANALYSIS

The foregoing analysis demonstrates that the strength of each case for
the Federal Circuit’s “clear and convincing” burden of proof with respect to the
four subject matters at issue possesses unique features.

With respect to invalidity, the statutory presumption of validity is a
factor appearing to support the use of a heightened standard of proof. On
balance, however, overall legislative silence on the subject probably precludes
reading so much into the statutory presumption. With respect to inequitable
conduct, the Supreme Court’s Precision Instrument decision appears to present a
compelling argument against the Federal Circuit’s adoption of a heightened
proof standard for this equitable defense to enforcement.?® With respect to
“willful infringement,” there is legislative silence on any heightened standard of
proof, and very little more on the underlying substantive issue itself. Section 285
is simply silent concerning the standard for proving that a case is exceptional for
purposes of awarding attorneys’ fees.2%

Regardless of these differences, the Supreme Court’s balance of interests
analysis from the Addington,2t Herman & McLean,?? and Grogan®® decisions
should ultimately control the standard of proof question. As explained in the
remainder of this section, that analysis is likely to lead to a rejection of a

27 Id.

28 Carroll Touch, Inc. v. Electro Mech. Sys., Inc., 15 F.3d 1573, 1584, 27
U.5.P.Q.2d (BNA) 1836, 1845 (Fed. Cir. 1993); see also Cambridge Prods., Ltd.
v. Penn Nutrients, Inc., 962 F.2d 1048, 1050, 22 U.S.P.Q.2d (BNA) 1577, 1579
(Fed. Cir. 1992).

29 324U.S. 806, 65 US.P.Q. (BNA) 133 (1945).
%0 35 U.S.C. § 285 (2000).

%1 441 U.S. 418, 431-33 (1979).

%2 459 U.S. 375, 390-91 (1983).

3 498 U.S. 279, 286-87 (1991).
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heightened standard of proof in each instance. Most fundamentally in each case,
issuance of a patent by the Patent Office simply does not raise an issue of
individual liberty for a patentee or accused infringer that would warrant a
burdenof proof favoring either civil litigant in a patent infringement case.

A. Inequitable Conduct

The inequitable conduct issue is perhaps the easiest to resolve and may
serve as an appropriate introduction to analysis of the other three issues. The
Supreme Court in Precision Instrument has established that the “far-reaching
social and economic consequences of a patent . . . give the public a paramount
interest in seeing that patent monopolies spring from backgrounds free from
fraud or other inequitable conduct and that such monopolies are kept within
their legitimate scope.”2# Accordingly, the public has a paramount interest in
the proper factual resolution of inequitable conduct disputes. If anything,
therefore, the party charging inequitable conduct represents the public interest,
and should be favored in the burden of proof balance “so that patent monopolies
are kept within their legitimate scope.”245

As the holding in Grogan makes clear, the mere fact that a private litigant
is the recipient of a public benefit—in that case the protection of the bankruptcy
laws—does not give that party a unique interest warranting a heightened
standard of proof. As Grogan likewise makes clear, the opprobrium of a fraud
finding also does not support a heightened proof standard.?#”

Accordingly, the owner of a patent that is tainted with any improper
conduct before the Patent Office, and will not suffer the opprobrium of a fraud
finding, should be favored even less than either of the sides in the Grogan
situation. Therefore, that patent owner should bear at least an equal risk of
incorrect resolution of the facts pertinent to the inequitable conduct issue. The

24 324 US. at 816, 65 U.S.P.Q. (BNA) at 138.
25 4

26 498 U.S. at 286.

247 Id. at 287.

NS
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proper standard of proof for resolving inequitable conduct, therefore, should be
preponderance of the evidence.24

B. Invalidity

The public also has a paramount interest in seeing that patent
monopolies are granted only to parties who have valid patents that embody truly
innovative inventions. In fact, this public interest probably has a constitutional
dimension, inasmuch as the Constitution permits Congress to grant patent
monopolies only to “Inventors” for “their Discoveries.”” In the context of a
validity dispute, the Supreme Court has explained that:

the patent system represents a carefully crafted bargain that
encourages both the creation and the public disclosure of new
and useful advances in technology, in return for an exclusive
monopoly for a limited period of time. The balance between the
interest in motivating innovation and enlightenment by
rewarding invention with patent protection on the one hand,
and the interest in avoiding monopolies that unnecessarily stifle
competition on the other, has been a feature of the patent laws
since their inception.?st

Given this balance of public interests, coupled with the public’s lack of a

meaningful stake in the correct outcome of private litigation over patent

infringement, the owner of a potentially invalid patent should bear an equal risk

with the accused infringer of potentially incorrect resolution of factual issues

related to validity.?2 The proper standard of proof for resolving all questions of
invalidity, therefore, should be preponderance of the evidence.253

#8  This analysis is at least one cogent reason for the Senate (or the President) to
reject the House's attempt to codify the inequitable conduct defense, at least
with a “clear and convincing” standard of proof.

¥ Precision Instrument Mfg., 324 U.S. at 815-16, 65 U.S.P.Q. (BNA) at 138.
»0 U.S.Consr. art. I, § 8.

! Pfaff v. Wells Elecs, Inc, 525 U.S. 55, 63, 48 U.S.P.Q.2d (BNA) 1641, 1645
(1998).

%2 From a public policy perspective, there are two highly troublesome aspects
of the heightened standard of proof for invalidity issues. First, validity
issues can be resolved by re-examination at the Patent Office, which
determines underlying factual issues by a preponderance of the evidence. A
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C. Enhanced Damages

The issue of enhanced damages only arises if the fact-finder has already
determined that the accused infringer has actually infringed a valid and
enforceable patent.? In such cases, the infringer should equally share the risk of
an incorrect factual resolution in an enhanced damages determination with the
owner of the valid and enforceable patent. Factual issues in an enhanced
damages determination should therefore be resolved under a preponderance of
the evidence standard.?5

re-examination decision by the Patent Office then trumps any court finding
under the “clear and convincing” standard of proof. See In re Translogic
Tech,, Inc., 504 F.3d 1249, 84 U.S.P.Q.2d (BNA) 1929 (Fed. Cir. 2007). This is
an anomalous situation to say the least. There seems to be an implicit
understanding that jury verdicts concerning validity are not trustworthy.

Indeed, any lawyer with even minimal jury trial experience knows that
jurors have a difficult time understanding any of the technical issues in a
patent case. The “clear and convincing” standard of proof is a handy tool
that jurors may well use to resolve validity issues without making any
realistic effort to understand the underlying technical issues. Lawyers for
patentees certainly argue their cases as if this proposition were true.

It is no wonder, therefore, that there are so few jury verdicts of patent
invalidity. This does not mean, however, that the current practice is a
reasonable way to resolve the critical technical issues underlying validity
disputes, particularly because their correct resolution is essential to protect
the public from unwarranted patent monopolies that stifle rather than
promote innovation. See Quanta Computers, Inc. v. LG Elecs., Inc., 128 S. Ct.
2109, 2116, 86 U.S.P.Q.2d (BNA) 1673, 1677-78 (2008).

#* The Federal Trade Commission has recommended “that legislation be
enacted specifying that challenges to validity of a patent be determined
based on a preponderance of the evidence.” FEDERAL TRADE COMM'N, TO
PROMOTE INNOVATION: THE PROPER BALANCE OF COMPETITION AND PATENT
LAw AND POLICY 5-28 (2003) [hereinafter FTC REPORT].

% See In re Seagate Tech., LLC, 497 F.3d 1360, 1368, 83 U.S.P.Q.2d (BNA) 1865,
1866 (observing that "an award of enhanced damages requires a showing of
willful infringement").

% The FTC recommended that the proof requirements for “willful
infringement” be strengthened in substantive respects. FTC REPORT, supra
note 253, at 5-31. The Seagate decision approximates the FTC’s
recommendations, as did the provision of the House version of the Patent
Reform Act of 2007. H.R. 1908, 110 CONG. § 5(c) (as passed by House, Sept. 7,
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D. Attorneys’ Fees

The “exceptional” case issue involves the parties more as litigants than
as patentees and accused infringers. The goals of the Constitution and the
corresponding policy issues underlying the patent laws are not a guide to the
standard of proof issue in this respect as in the other three substantive areas.
This lack of a public stake in the attorneys’ fee issue, however, makes crystal
clear that society has very little interest in how these disputes come out, making
a preponderance of the evidence proof standard most appropriate under the
Supreme Court’s analysis. If nothing else, trial judges should be given
unfettered discretion to determine for themselves whether a case is exceptional
and is thus worthy of an award of attorneys’ fees under Section 285.

E. Conclusion

The “clear and convincing” standards of proof adopted by the Federal
Circuit in the above four contexts should not survive when considered under a
proper balancing of the interests test.

VL PRACTICAL CONSIDERATIONS

Assuming the foregoing analysis is correct, it may well be erroneous to
use the “clear and convincing” standard of proof for invalidity, inequitable
conduct, enhanced damages, or exceptional case issues. It would therefore be
imperative for parties to preserve any such potential error in pending patent
infringement litigation.

A. Invalidity

The various invalidity theories raise either jury issues or factual issues
requiring special interrogatories. Thus, an argument against the “clear and
convincing” standard should be made at the charge conference and in any earlier
submission regarding the jury charge required by the trial judge. For a summary

2007). That said, the optimal solution would be for trial judges to exercise
their discretion to award enhanced damages only in those cases, and for
only those amounts, that are warranted by the policies of the patent law.
Moreover, in exercising statutory discretion, trial judges could adjust an
enhanced damage award based on the strength of the relevant evidence. An
elevated proof standard is simply inconsistent with this approach.

26 See, e.g., Baumstimler v. Rankin, 677 F.2d 1061, 1073, 215 U.S.P.Q. (BNA) 575,
585 (5th Cir. 1982) (case involving patent invalidity requiring remand for
proper jury instructions and special interrogatories).
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judgment motion, it should be relatively straightforward to argue for the
alternative preponderance of the evidence standard.

" The Supreme Court’s treatment of the presumption in KSR raises what
can be called intermediate issues. An accused infringer would probably want to
argue that even if the statutory presumption establishes the “clear and
convincing” proof standard, the presumption is rebutted by the presentation at
trial of evidence material to invalidity that was not considered by the Patent
Office, thereby reducing the standard for invalidity to a preponderance of the
evidence. Similarly, there may be evidentiary issues that are impacted by the
KSR treatment of the presumption.

In any event, it is probably a sad truth that if an accused infringer
properly preserves error in this manner, any contemporary jury trial on
invalidity using the “clear and convincing” standard may well contain reversible
error.

B. Inequitable Conduct

Under recent Federal Circuit rulings, inequitable conduct does not need
to be a jury question.?” Preserving error on inequitable conduct in this context
probably entails alternative briefing on the two standards of proof at a variety of
stages in the litigation: in summary judgment pleadings; during any bench trial;
and in proposed findings of fact and conclusions of law submitted before or after
trial. In order to avoid retrial, it is probably advisable for a judge to resolve
inequitable conduct defenses under both standards of proof.

C. Enhanced Damages

At the very least, the decision in Seagate will require litigants to redraft
previously accepted jury instructions on “willful infringement.” In that context,
the proof standard for enhanced damages under Section 284 will probably create
particularly touchy issues for patentee’s counsel, because of its interaction with
an accused infringer’s possible attempt to preserve error challenging a jury trial
on “willful infringement.”?® If the accused infringer insists on a jury trial on

%7 AGFA Corp. v. Creo Prods., Inc.,, 451 F.3d 1366, 1375, 79 U.S.P.Q.2d (BNA)
1385, 1391 (Fed. Cir. 2006) (noting that inequitable conduct does not require
ajury trial).

8 Arguably, the issue of the use of a jury to resolve issues underlying
enhanced damages is just as debatable in the Federal Circuit as was the issue
for resolution of inequitable conduct contentions prior to AGFA. The frank
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“willful infringement,” the patentee simply might want to preserve error on the
standard of proof and try the case under a “clear and convincing” standard. This
raises the possibility of a win-win for the patentee; a favorable jury verdict
clearly satisfies the lower standard, and if the verdict is adverse, the patentee will
have preserved error with regard to the standard of proof.2s

Therefore, it is to be expected that an accused infringer might preserve
error with a formal objection to a jury trial on enhanced damages. Because the
proof required by Seagate will be difficult to meet and a willfulness finding is still
required for enhanced damages, the patentee may well decide to accede to the
objection.

Again, in the current context, and especially given the concurring
opinion in Seagate, it is probably advisable for trial judges to avoid the risk of
retrial by resolving enhanced damages under the alternative proof standards,
and clearly premise any enhanced damages on an exercise of discretion under
each standard.

D. Attorneys’ Fees

The issue of the proper standard for proving that a case is exceptional
should be preserved in briefing both before the trial court and in the Federal
Circuit. Indeed, in this pure litigation context, merely raising the issue with the

acknowledgement by all the judges of the Federal Circuit in Seagate that
section 284 commits the award of enhanced damages to the discretion of the
trial judge should provide significant support for a challenge to a jury trial
on that issue. See In re Seagate, 497 F.3d at 1368, 83 U.S.P.Q.2d (BNA) at 1868.
Moreover, defendants would have a powerful argument that the use of even
an advisory jury would be unduly prejudicial, particularly so long as
“willful infringement” is one of the issues presented to the jury. If willful
infringement is at issue, a jury can too easily conclude that infringement is a
given.

% This analysis presumes a range of possible outcomes that may be broader
than is likely to occur under Seagate. There the Federal Circuit ruled flatly
that “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.” Id. at 1371, 83 U.S.P.Q.2d (BNA)
at 1870. In most cases that are seriously contested, it is highly unlikely that
any such showing can be made, even perhaps in cases of deliberate copying.
In any event, the patentee is best advised to challenge the heightened proof
standard.
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trial court may forestall unnecessary resistance to an award of fees in a deserving
case.

VII. - CONCLUSION

At the very least, it appears incumbent on the Federal Circuit to revisit
its precedents in light of the applicable Supreme Court authority on standards of
proof in civil litigation. There is no good justification for applying the governing
Supreme Court decisions in non-patent cases and ignoring the precedent in
patent cases.

Given the strong presumption that Congress intends a preponderance of
the evidence standard to apply in civil cases between private litigants absent
express contrary indication, and given the public’s paramount interest in
depriving patentees of undeserved patent monopolies, it is difficult to conclude
that a heightened standard of proof should govern resolution of invalidity or
inequitable conduct. Likewise, it is difficult to conclude that actual infringers of
valid, enforceable patents should be favored with a heightened proof standard
when the court determines whether to award enhanced damages. Finally, no
issue involved in determining whether to award attorneys’ fees under Section
285 of the Patent Act is important enough to justify a heightened standard of
proof for determining whether a case is “exceptional.”

Thus, the Federal Circuit’s use of the heightened standard of proof
specific to patent litigation is arguably inappropriate in each instance discussed
in this article.
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