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to Award Attorneys’ Fees Against
Vexatious Plaintiff Patentees

With patent litigation expenses on the rise, accused infringers seek
effective tools to curb abusive lawsuits brought by patent trolls. This article
explores using the fee-shifting provision of 35 U.S.C. § 285 as one such tool,
particularly in light of recent Supreme Court decisions that have made it

easier to obtain fee awards.
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By JenniFErR H. Wu anD JEnnY C. Wu

he Patent Clause of the Constitution empowers Congress

“[t]o promote the Progress of Science and useful Arts, by

securing for limited Times to Authors and Inventors the
exclusive Right to their respective Writings and Discoveries.”!
With respect to inventors and their discoveries, Title 35 pro-
vides a patentee with a “remedy by civil action for infringement
of his patent.” The act also authorizes a prevailing party in a
patent action to seek attorneys’ fees.? Specifically, § 285 of the
Patent Act provides in its entirety that the “court in excep-
tional circumstances may award reasonable attorney fees to
the prevailing party.” The Supreme Court recently rejected the
rigid standard that had been introduced by the Federal Circuit
to evaluate what constitutes exceptional circumstances that
justify an award of fees under § 285. In two 9-0 decisions this
year—Octane Fitness v. Icon Health & Fitness* and Highmark
v. Allcare Health Management System®—the Supreme Court
held that district courts have broad discretion to award fees
whenever a case is exceptional, i.e., the case stands out from
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others with respect to the substantive strength of a party’s
litigating position (considering both the governing law and the
facts of the case) or the unreasonable manner in which the
case was litigated. The Court reiterated that “a district court
may award fees in the rare case in which a party’s unreasonable
conduct—while not necessarily independently sanctionable—is
nonetheless so ‘exceptional’ to justify the award of fees,”® but
provided a distinct opening for greater findings of exceptionality
and awards of attorneys’ fees against plaintiff patentees, such as
trolls, who bring improper suits.

The Supreme Court’s decisions reversed the Federal Circuit’s
more onerous test and empowers district courts with consider-
able discretion to award fees to dissuade plaintiffs (and their law
firms) from asserting baseless claims to extract settlements from
corporate defendants. This article discusses the history of § 285,
the Octane Fitness and Highmark Supreme Court decisions, and
recent cases awarding and denying attorneys’ fees post-Octane

Flitness and Highmark.
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The History of § 285
Prior to 1946, patent lawsuits were subject to the “bedrock prin-

)

ciple known as the ‘American Rule,” whereby “[e]ach litigant pays his
own attorney’s fees, win or lose.”” In 1946, Congress enacted a new
provision stating that a district court “may in its discretion award
reasonable attorney’s fees to the prevailing party upon the entry of
judgment on any patent case.”™ The legislative history of 35 U.S.C.
§ 70 indicated that the award of attorneys’ fees was not meant to be

“an ordinary thing” in patent cases:

It is not contemplated that the recovery of attorney’s fees will
become an ordinary thing in patent suits, but the discretion
given the court in this respect, in addition to the present dis-
cretion to award triple damages, will discourage infringement
of a patent by anyone thinking that all he would be required to
pay if he loses the suit would be a royalty. The provision also
is made general so as to enable the court to prevent a gross
injustice to an alleged infringer.”

Similarly, the chair of the Senate Committee on Patents explained
that the provision was to “award[] to the court discretionary power
to allow plaintiffs to recover attorneys’ fees, if the court considers it
proper to allow such recoveries.”!

Courts applied the 1946 provision consistent with congressional
intent. First, courts consistently described the 1946 provision as vest-
ing district courts with significant discretion to determine whether
fees should be awarded in particular cases, and the courts of appeals
consistently reviewed fee awards under a deferential abuse-of-dis-
cretion standard.!! For example, the Seventh Circuit expressed: “We
think it clear that under the statute the question is one of discretion.
The court exercised its discretion and that ends the matter unless we
can say as a matter of law that there was a clear abuse of discretion.”*?

Second, courts awarded fees to discourage bad faith and prevent
gross injustice. For example, the Ninth Circuit explained that the goal
of the provision was to empower district courts to address conduct
marked by “unfairness or bad faith in the conduct of the losing party,
or some other equitable consideration of similar force, which makes it
grossly unjust that the winner of the particular law suit be left to bear
the burden of his own counsel fees.”® Similarly, the Seventh Circuit
explained that an award of fees “is not the usual or customary proce-
dure” in patent cases and is “not to be allowed as a matter of course,”
but rather only where “vexatious or unjustified litigation is shown.”* In
addition, the Third Circuit noted that the 1946 provision was designed
to allow district courts to award fees “to prevent a gross injustice.”?

Between 1946 and 1952, the types of “gross injustices” that courts
determined could support a fee award included fraud on the patent
office in obtaining the patent alleged to have been infringed;'® willful
infringement by the defendant;'” “harassing” tactics during the litiga-
tion, including delay pursued for tactical gain and vexatious motions
generating “needless work” for adversaries;'® and untenable legal or
factual theories on the merits of the case.' In awarding fees for the
last two grounds, courts made clear that fees were not to be awarded
in every case, simply as “a penalty for failure to win a patent infringe-
ment suit.”*

Congress amended the fee-shifting provision in the Patent Act of
1952 as follows:

The court may-inits-eiseretion in exceptional cases may award

46 - THE FEDERAL LAWYER - January/FeBruary 2015

reasonable attorney fees to the prevailing party aporentry-of-
fadgment-onany patent-case.

The legislative history demonstrates that these changes were not
intended to change the substantive test for granting fee awards or the
district court’s discretion in granting such awards. Rather, Congress
added the “exceptional cases” language in § 285 “for purposes of
clarification only.”! For example, the Senate Report on the 1952
bill stated that the new provision was “substantially the same as the
corresponding provision in [the 1946 act],” and that the “exceptional
cases” language was inserted to “express|] the intention of the present
[1946] statute as shown by its legislative history and as interpreted by
the courts.” Similarly, Chief Patent Examiner P.J. Federico testified
that the term “exceptional cases” was “picked up from the reports
in passing that first law [i.e., the 1946 act], which indicated that was
what was meant, and the decisions of the courts that have followed
that.” Federico further testified that “[w]hat [the phrase ‘exceptional
cases’] constitutes is left, and stays left, to the discretion of the court
that is conducting the case.”*

As revised and codified at 35 U.S.C. § 285, Congress provided
that “[t]he court in exceptional cases may award reasonable attorney
fees to the prevailing party.” This same version of § 285 remains
in effect today.? After its creation in 1982 and prior to 2005, the
Federal Circuit, like other regional circuits, instructed district courts
to consider the totality of circumstances when making fee determina-
tions under § 285. For example, Federal Circuit Judge Rich wrote
for a unanimous five-judge panel in Rokhm & Haas Co. v. Crystal
Chemical Co. that § 285 was enacted to “prevent[] injustice to a party
involved in a patent suit.”?® Under a totality of circumstances test, the
Federal Circuit held that a variety of exceptional circumstances could
support a fee award under § 285, including willful infringement, litiga-
tion misconduct, inequitable conduct by the patentee in securing the
patent, vexatious or unjustified litigation, bad faith, and the assertion
of frivolous claims or defenses.?”

In 2005, however, the Federal Circuit moved away from this holis-
tic approach toward a more rigid formulation. In Brooks Furniture
Manufacturing, Inc. v. Dutailier International, Inc.,* the Federal
Circuit held that a case is “exceptional” under § 285 only “when there
has been some material inappropriate conduct related to the matter
in litigation, such as willful infringement, fraud, or inequitable conduct
in procuring the patent, misconduct during the litigation, vexatious or
unjustified litigation, conduct that violates Fed R. Civ. P. 11, or like
infractions.” The Federal Circuit continued by saying fees “may be
imposed against the patentee only if both (1) the litigation is brought
in subjective bad faith, and (2) the litigation is objectively baseless.”*

Commentators criticized this heightened standard as curtailing
district court discretion to award fees to discourage infringement and
to prevent gross injustice. For example, then-Chief Judge Rader of
the Federal Circuit wrote last year in a New York Times op-ed that
“vexatious patent litigation continues to grind through our already
crowded courts, costing defendants and taxpayers tens of billions
of dollars each year and delaying justice for those who legitimately
need a fair hearing of their claims.”’ Rader explained his perspective
that the award of attorneys’ fees should be used to curtail vexatious
“troll” lawsuits:

Because they don’t manufacture products, they need not fear
a counterclaim for infringing some other patent. They need not



be concerned with reputation in the marketplace or with their
employees being distracted from business, since litigation is
their business.

Trolls, moreover, often use lawyers to represent them on a
contingent-fee basis (lawyers get paid only when they win),
allowing trolls to defer significant legal costs that manufactur-
ers, who generally must pay high hourly fees, cannot.

With huge advantages in cost and risk, trolls can afford to file
patent-infringement lawsuits that have just a slim chance of
success. When they lose a case, after all, they are typically out
little more than their own court-filing fees. Defendants, on the
other hand, have much more to lose from a protracted legal
fight and so they often end up settling.

Lost in the debate, however, is that judges already have the
authority to curtail these practices: they can make trolls pay
for abusive litigation.*!

Rader’s comments highlight one of the policy considerations
animating the Supreme Court’s recent decision.”> Specifically, the
allocation of risk (the upside to winning and downside to losing) is
profoundly unequal in patent troll lawsuits. Patent trolls who use
contingent fee law firms bear little or no risk in bringing suit; they do
not pay out-of-pocket for litigation expenses, and if they lose, they
have spent only their own court-filing fees. Because of the minimal
downside associated with filing actions on a contingent fee basis, pat-
ent trolls may be incentivized to bring weak lawsuits. Defendants to
these patent troll lawsuits, however, bear the cost of significant legal
fees as well as the risk of patent damages. Giving teeth to § 285, as
Rader suggested, is one way to allocate risk more equally to both par-
ties in a patent troll lawsuit.

The Supreme Court Weighs In: Octane Fitness and Highmark

This year, the Supreme Court issued two 9-0 decisions reversing
the Federal Circuit’s post-2005 analysis for awarding attorneys’ fees
in patent cases. In Octane Filtness, the Supreme Court reversed
the Federal Circuit’s post-2005 formulation as unduly rigid and “so
demanding that it would appear to render § 285 largely superflu-
ous.” Instead, the Supreme Court determined that the statute
“imposes one and only one constraint on district courts’ discretion to
award attorneys’ fees in patent litigation: The power is reserved for
‘exceptional’ cases.”* The Supreme Court held:

[Aln “exceptional” case is simply one that stands out from
others with respect to the substantive strength of a party’s
litigating position (considering both the governing law and
the facts of the case) or the unreasonable manner in which
the case was litigated. District courts may determine whether
a case is “exceptional” in the case-by-case exercise of their
discretion, considering the totality of the circumstances. As

m

in the comparable context of the Copyright Act, “[t]here is no
precise rule or formula for making these determinations,” but
instead equitable discretion should be exercised ‘in light of the

considerations we have identified.”*

The Supreme Court suggested that district courts look to “nonex-

clusive” factors that it had previously set forth concerning a similar
provision of the Copyright Act, including “frivolousness, motivation,
objective unreasonableness (both in the factual and legal components
of the case) and the need in particular circumstances to advance
considerations of compensation and deterrence.”® Further, a case
may be exceptional even if the party’s unreasonable conduct is not
“independently sanctionable.”"

The Supreme Court also reversed the Federal Circuit’s require-
ment that fees be proven by clear and convincing evidence. Rather,
the Supreme Court held that the award of fees is a simple discretion-
ary inquiry, and “it imposes no specific evidentiary burden, much less
a high one.”® In so holding, the Supreme Court noted that the more
relaxed preponderance of evidence standard is the “standard gener-
ally applicable in civil actions” because it “allows both parties to ‘share
the risk of error in roughly equal fashion.”?

Finally, at the same time that the Supreme Court made it easier
for patent defendants to obtain attorneys’ fees in Octane Fitness, the
Supreme Court also made it more difficult for the award of fees to be
reversed on appeal in Highmark. Specifically, the Supreme Court
held that, because the § 285 inquiry is, at its heart, “rooted in factual
determinations,” an award of attorneys’ fees is reviewed under an
abuse-of-discretion standard.*

What Is Exceptional?

Octane Fitness and Highmark empower district courts by giv-
ing them considerable discretion to award fees in exceptional cases
under § 285. How courts will define the boundaries of exceptional-
ity remains an open question, however. For example, is a plaintiff’s
motivation in bringing suit and/or its status as a nonpracticing entity
relevant to the determination of exceptionality?

Federal Circuit and district court decisions following Octane
Fitness and Highmark provide some guidance to practitioners.
First, in Homeland Housewares, LLC v. Sorensen Research and
Development Trust,* the Federal Circuit affirmed the Central District
of California’s award of more than $250,000 in attorneys’ fees to
Homeland, the maker of the Magic Bullet blender, under the Supreme
Court’s relaxed standard. The district court had granted summary
judgment of noninfringement in favor of accused infringer, Homeland,
because the plaintiff, Sorensen Research and Development Trust, had
not produced any admissible evidence that its patent was infringed by
the Magic Bullet.”? In opposition to Homeland’s summary judgment
motion, Sorensen only attacked Homeland’s evidence of noninfringe-
ment but never presented any infringement evidence of its own.* The
district court awarded fees as a result of the lack of admissible evi-
dence and Sorensen’s failure to understand its obligation to produce
evidence, along with Sorensen’s filings of unsolicited briefs after issues
were taken under submission and multiple motions for reconsidera-
tion that the district court deemed meritless.* On appeal, the Federal
Circuit agreed in a nonprecedential opinion that Sorensen’s failure
to produce admissible evidence stood out as “exceptional.”® The
Federal Circuit expressed doubt that Sorensen’s repetitive and unso-
licited filings, standing alone, could justify a finding of exceptionality.*®
However, citing Octane Fitness and Highmark, the Federal Circuit
also saw no abuse of discretion by the district court in considering that
conduct as part of the “totality of the circumstances.”™7

Second, in Precision Links Inc. v. USA Products Group Inc.,*
the Western District of North Carolina relied on Octane Fitness to

affirm most of its prior award of fees in favor of an accused infringer,
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which had been vacated by the Federal Circuit pre-Octane Fitness.
The district court had previously determined that the plaintiff’s claim
construction argument as to one of its three asserted independent
patent claims was objectively baseless and that its infringement
allegations as to that patent claim was thus sufficiently frivolous
that it must have been brought in bad faith.* The Federal Circuit
disagreed under Brooks Furniture, holding that the district court
had clearly erred in finding that the plaintiff’s proposed claim con-
struction was frivolous.” Although the Federal Circuit did agree with
the district court that the plaintiff's assertions relating to the two
other asserted independent patent claims were frivolous, the Federal
Circuit remanded the action and noted that the district court “should
determine whether it continues to regard this case as exceptional
and deserving of an attorney fee award.” On remand, the district
court determined that attorneys’ fees were indeed appropriate under
the Supreme Court standard and awarded $165,000, which was two-
thirds of the original fee award.?

Third, in Kilopass Technology Inc. v. Sidense Corp.* the
Northern District of California awarded fees under the Supreme
Court standard after reconsidering its pre-Octane Fitness decision
to deny attorneys’ fees. The district court had originally declined to
find exceptionality on the sole basis that the defendant had failed
to establish that the plaintiff brought its infringement claims in bad
faith.>* On appeal, the Federal Circuit explained that the district
court had applied too narrow of an analysis and remanded the action
for additional consideration of whether the plaintiff’s infringement
claims were objectively baseless.”® Although Octane Fitness had
not yet issued, the Federal Circuit explained that the district court
needed to assess the objective merits of the plaintiff’s infringement
claims, as that would inform a finding of whether the plaintiff had
also acted with subjective bad faith.”

After the case was remanded and the Supreme Court issued
Octane Fitness, the district court awarded fees in favor of the
accused infringer after determining the case to be exceptional
under the totality of circumstances. In particular, the district court
relied on plaintiff’s failure to conduct an adequate prefiling investi-
gation, noted that plaintiff’s infringement theories were “objectively
baseless,” and pointed out that plaintiff’s “claims for literal infringe-

5

ment were exceptionally meritless.” The district court also noted

that the plaintiff had shifted its theories of infringement late in

The district court relied on plaintiff’s failure to
conduct an adequate prefiling investigation,
noted that plaintiff’s infringement theories
were “objectively baseless,” and pointed out
that plaintiff’s “claims for literal infringement

were exceptionally meritless.”
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litigation without following the proper procedures for amendment of
contentions and had engaged in conduct that at times amounted to
gamesmanship.”® Accordingly, the district court concluded that this
is a case that “stands out from others with respect to the substantive
strength of plaintiff’s litigating position and the unreasonable man-
ner in which the case was litigated.” The district court, however,
noted that its award of fees was not based on the fact that the pat-
entee does not practice the invention, as the court was unaware of
any authority showing that this was relevant to the determination of
an exceptional case.®

Fourth, in Summit Data Systems, LLC v. EMC Corp.,** the
District of Delaware awarded $1.4 million under § 285 based on
plaintiff’'s assertion of “unfounded,” “frivolous,” and “objectively
unreasonable” infringement claims. The plaintiff in that case is a
nonpracticing entity. Its sole infringement theory was that defen-
dant NetApp’s products interacted with Microsoft software to
practice the asserted claims. But two months before bringing suit,
NetApp had executed a license agreement with RPX, a computer
industry “patent aggregator” that obtains patent licenses for the
benefit of its member companies. RPX provided Microsoft, one of
its members, with a license to the asserted patents, meaning that
there could be no induced infringement claim against NetApp in this
system. The district court faulted the plaintiff for being “careless
in reading their own multi-million dollar License Agreement before
embarking on a lawsuit spanning several years and costing the par-
ties and the court countless resources.” The district court also
pointed out that the “plaintiff’s practice of extracting settlements
worth a fraction of what the case would cost to litigate supports a
finding of exceptionality,” noting that none of the plaintiff’s other
settlements was “for more than $175,000” and plaintiff’s “motivation
was to extract quick settlements that were dwarfed by the costs to
litigate.”® The district court concluded that, in the “totality of the
circumstances,” the case was exceptional and “an award of attor-
neys’ fees in this case [was] necessary to deter this sort of reckless
and wasteful litigation in the future.”®*

Nevertheless, the award of attorneys’ fees post-Octane Filness
and Highmark is not automatic, and courts have considerable
discretion to deny the award of fees, even under the more relaxed
standard. For example, in Bianco v. Globus Medical Inc.,% Judge
Bryson of the Federal Circuit, sitting by designation in the Eastern
District of Texas, determined that attorneys’ fees for the prevail-
ing accused infringer were not appropriate even under the Octane
Fitness standard. In that case, prior to Octane Fitness, Globus
had moved for an award of attorney fees relating to an inventor-
ship claim on Globus’s patents filed by the plaintiff, Dr. Bianco.%
The district court denied the motion under the Brooks Furniture
standard, explaining that Globus had failed to satisfy either part
of the then-governing test.%” After Octane Fitness, Globus moved
for reconsideration. The district court denied the motion, conclud-
ing that the record still did not support a finding of exceptionality
because Globus had neither established that Bianco’s inventorship
claim was objectively baseless nor established that his claim was
brought in subjective bad faith.®® Further, the district court inde-
pendently determined that, under the totality of the circumstances,
Bianco’s inventorship claim was not exceptional in that the substan-
tive strength of his claims did not “stand[] out from others.”

In addition, district courts have distinguished situations in which
plaintiffs have engaged in aggressive litigation conduct as opposed to



exceptional litigation misconduct. For example, in Meyer Intellectual
Properties Litd .v. Bodum USA Inc.,™ the prevailing accused
infringer argued that the plaintiff’s case was exceptional because,
among others, the inventor of the asserted patents had withheld prior
art with intent to deceive the patent examiner and the plaintiff had
repeatedly sought to prevent the accused infringer from introducing
the withheld prior art. The Northern District of Illinois disagreed. The
district court explained that the record did not sufficiently support a
finding of inequitable conduct by the inventor.” Furthermore, “[a]s far as
litigation strategy is concerned, if efforts to limit inequitable conduct
as an issue in a patent case as well as efforts to limit the introduction
of evidence based on the Rules of Civil Procedure, makes a case an
‘exceptional’ one, then almost every patent case would be excep-
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tional.”™ The district court noted that “patent lawyers love to litigate
aggressively and this was no exception on both sides.””

Similarly, the Northern District of California in CreAgr: Inc. v.
Pinnaclife Inc. declined to find the case exceptional in favor of
the accused infringer where “the record paints a picture in which
both sides were being too aggressive with their discovery posi-
tions” instead of just one party acting “willfully obstructive in bad
faith.”™ Likewise, the Southern District of New York held in Rates
Technology Inc. v. Broadvox Holding Co.”™ that fees were not
appropriate where the lawsuit was not without merit and the paten-
tee’s claim construction positions were not baseless.”™ The district
court also rejected the notion that the patentee’s status as a “hyper-
litigious non-practicing entity” should prevent it from bringing suit
on nonfrivolous claims. The district court thus concluded that the
accused infringer “did not suffer any unwarranted attorneys’ fees or
costs as a result of [the patentee’s] conduct.”

It remains to be seen whether application of the Octane Fitness
and Highmark standard will deter vexatious litigation or other liti-
gation misconduct, or even reduce the number of abusive lawsuits
brought by trolls. In the meantime, we can expect more parties to
seek attorneys’ fees as litigants test the boundaries of § 285 under

the Supreme Court’s standard. ©®
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