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)
QUESTION PRESENTED

1. Does the Federal Circuit’s promulgation of

a rigid and exclusive two-part test for determining
whether a case is “exceptional” under 35 U.S.C. § 285
improperly appropriate a district court’s discretionary
authority to award attorney fees to prevailing accused
infringers in contravention of statutory intent and this
Court’s precedent, thereby raising the standard for
accused infringers (but not patentees) to recoup fees and
encouraging patent plaintiffs to bring spurious patent
cases to cause competitive harm or coerce unwarranted
settlements from defendants?
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PARTIES TO THE PROCEEDING AND
CORPORATE DISCLOSURE STATEMENT

The Plaintiff-below is Icon Health & Fitness, Inc.

(“Icon).

The Defendant-below/Petitioner is Octane Fitness,

LLC (“Octane”). Octane is wholly owned by OF Holdings,
Inc.
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1
OPINIONS BELOW

The below-action-was a patent infringement case
in the District of Minnesota. The District Court for the
District of Minnesota construed the asserted claims of the
patent in a Markman decision that issued on December 22,
2010, is reported at 2010 WL 5376209, and is reproduced
in the appendix to the Petition (“App.”) at App. 62a-86a.
The District Court for the District of Minnesota then
granted summary judgment of non-infringement, in a
decision that issued on June 17, 2011, is reported at 2011
WL 2457914, and is reproduced at App. 31a-61a. Octane
then moved for attorney fees under 35 U.S.C. §285 (the
subject of the current petition), and the District Court
denied that motion in a decision that issued on September
6, 2011, is reported at 2011 WL 3900975, and is repr oduced
at App. 19a-28a.

Both decisions (the underlying summary judgment
decision and the fee decision) were appealed to the
Federal Circuit Court of Appeals. The opinion of the
United States Court of Appeals for the Federal Circuit
issued on October 24, 2012, and can be found at 2012 WL
5237021. App. 1a-17a. The order denying the petition for
lehearmg and rehearing en bane, dated December 27
2012, is reproduced at App. 87a-88a.

BASIS FOR THIS COURT’S JURISDICTION

The opinion and judgment of the court of appeals
issued on October 24, 2012, A timely petition for rehearing
and rehearing en banc was denied on December 27, 2012.
This Court has jurisdiction pursuant to 28 U.S.C. § 1254.
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STATUTE INVOLVED

At issue in this case is 35 U.S.C. § 285, which states:

“The court in exceptional cases may award
reasonable attorney fees to the prevailing
party.”

STATEMENT OF THE CASE

The plaintiff in the underlying action was Icon Health
and Fitness, Inc. (“Icon”), a larger manufacturer/seller
of exercise equipment. In February 2000, Icon obtained
U.S. Patent No. 6,019,710, entitled “Exercising Device
with Elliptical Movement” (“the 710 patent”). The patent
is directed to the linkage system of an elliptical machine.
Though it sells elliptical machines, it was undisputed in
the case below that Icon never sold a commercial product
covered by the 710 patent and that the design disclosed
in that patent was not commerecially viable.

The defendant in the case below was Octane Health
& Fitness (“Octane”), a much smaller start-up company.
In 2001, Octane took a license from two prolific elliptical
machine inventors, and designed two commercially
successful lines of elliptical machines which were at issue
below. These elliptical machines, which employ technology
covered by patents that pre-date the *710 patent, employ a
linkage which is nothing like that shown in the 710 patent.

Years after Octane introduced its elliptical machines
to the market, Icon, in internal emails, recognized
Octane’s success and hatched a plan to extort royalties
out of Octane with a weak patent case. As reflect in the

. 3

examples below, Icon took an “old patent .. .that was
sitting on the shelf”, and asserted it for competitive gain:

From: Pat McGnnls
Sents Sunday, August 24, 2008 7:51 PM

To: Joff Kazan; Adam Wik
Subject: FN: SNEWS News Update for August 22 -

We ose suing Octane. Nolonly sre w2 mmgmmmnmmmwwamum.butmmnhwmnw
of that.

Pat McGinnis

Vice President of Giobal Sales
FrcaMotion Fitness

dirrct 800.811.0549

cell 423.830.7987

Fax 066.044.8288

From: PatMcGlnnis

Sent:  Wodnesday, Septomber 16, 2003 2:53 FM
To: Adam Witk

Subject: RE: § hoard we are suing Octans!

Yes — ofd patem we had for 8 Jong ime thal was siting on tha shell. They are just looking for toyaities.
: -

izt BrBinnis
Yice President of Biobal Seles

As found by the courts below, the 710 patent is
directed to a linkage system having a “stroke rail” and
one end of the rail must move in a linear path (the patent
calls for “linear reciprocating displacement”). This
limitation is recited by the Patent Office as a reason for
allowance. Octane’s machine, in addition to many stark
differences, has no part that moves in a straight line, much
less something that could be construed as a “stroke rail.”

~ After Octane had spent over $1,300,000 defending
itself through Markman and ultimately prevailing at
summary judgment, the district court denied fees, finding
that under the Federal Circuit’s two-part test, the case
was not “objectively baseless” or brought in “subjective
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bad faith,” even though no hearing was ever held to assess
witness credibility. The Federal Circuit affirmed the grant
of summary judgment (multiple claim limitations were
lacking, as a matter of law, both literally and equivalently),
but summarily affirmed the district court’s fee decision,
declining to reassess its fee standard. Further details of
this case are set forth below.

a. Octane and Its Commercially-Successful
Elliptical Machines

Octane is a Minneapolis company that was founded in
2004 by Tim Porth and Dennis Lee, two former executives
from a large exercise company. (CTA App. A1665 at
10:6-21; A1670 at 6:15-20, 8:1-3). Sensing a void in the
marketplace, both Mr. Porth and Mr. Lee had a vision
of a company that focused solely on high-end elliptical
exercise machines that are sold to fitness elubs, specialty
fitness stores, and the like. (CTA App. A1668, 53:2-54:1).

At the outset of their business endeavor, Mr. Lee and
Mr. Porth identified a specific linkage system that would
form the basis of their elliptical machines and licensed
that system, shown in U.S. Patent No. 6,248,044 (“the '044
patent”), from two prolific elliptical inventors, Ken Stearns
and Joe Maresh. (CTA App. A1666, 34:9-36:14). Octane
engineers then took that patented linkage system and
developed Octane’s lines of elliptical machines, including
the Q45 and Q47 series machines that were ultimately at
issue in the lower court case. (CTA App. A1667, 37:6-14).
Notably, that technology largely predates the Icon patent
asserted in the below case, which is discussed in more
detail below.

5 -

Octane’s Q45 and Q47 machines enjoyed great success
in the marketplace. (CTA App. A1685, 69:18-A1686, 70:1).
In addition to significant coverage in industry publications
(CTA App. A1680-A1683), Octane enjoyed strong sales.
(CTA App. A1687-A1688). For three years in a row, Octane
was rated as the best-elliptical supplier in the industry
by a third party industry publication. (CTA App. A1678,
166:25-167:3; A1680-A1683). -

b. Icon and the Commercially Defunct Elliptical
Machine Claimed in the *710 Patent

Icon is the self-proclaimed “world’s largest developer,
manufacturer and marketer of fitness equipment.” See
www.iconfitness.com. However, with regard to elliptical
machines, Icon primarily sells lower to mid-range elliptical
machines, having had less success in the high-end elliptical
machine market. (CTA App. A1674, 30:11-A1675, 35:17;
Al676, 80:13-22; A1679, 187:16-188:11). The 710 patent-
in-suit relates to one of Icon’s commercially unsuccessful
elliptical machine designs.

Icon filed the application resulting in the '710 patent
on January 6, 1998. (CTA App. A87-A100). The *710 patent,
entitled “Exercising Device with Elliptical Movement,”
describes and claims an elliptical exercise machine with a
specific linkage system. (CTA App. A94, 2:22-58). Because
of the specificity of the disclosed invention and narrowness

- of the claims contained in the application, Icon received

a first office action allowance of the claims. (CTA App.
A1695-A1697).

Icon never commercialized an elliptical machine under
the 710 patent. (CTA App. A1607, 82:10-16; A1677, 148:17-

FANNITG | Aol e
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19; A1694, 54:13-15). After developing the machine and
showing it to Icon’s customers, no customers expressed
sufficient interest in purchasing that type of elliptical.
(CTA App. Al1603, 26:20-A1604, 31:4; A1607, 84:9-12).
Instead, Icon sold a different front drive elliptical machine
that it did not invent, paying a royalty to a competitor on
those sales. (CTA App. A1691, 185:11-A1692, 186:11).

c. The 710 Patent

In addition to a frame and foot rails (which all elliptical
machines have), Claim 1 of the 710 patent, which is
representative of the claims asserted by Icon, claims a
linkage system comprising:

¢) a pair of stroke rails each having a first end
and an opposing second end, the second end of
each stroke rail being hingedly attached to the
first end of a corresponding foot rail;

(d) means for connecting each stroke rail
to the frame such that linear reciprocating
displacement of the first end of each stroke
rail results in displacement of the second end
of each stroke rail in a substantially elliptical
path; and

(e) means for selectively varying the size of the
substantially elliptical path that the second end
of each stroke rail travels.

710 patent col. 7 1l. 11-26 (emphases added).

7

Figure 1 (below) from the 710 patent (labeled for ease
of this Court’s reference) illustrates the core features
of the linkage system described and claimed in the "710
patent. (CTA App. A88).

"
r'/ -
C-Channel
Pin__| Vi
N \\

First end of {Flared Head
stroke rail

|Slroke Rail

Second end of
stroke rail

Frame

(Id.) B

As shown, Icon’s linkage system connects a “second
end” 72 of a stroke rail 66 to a foot rail 50. The stroke
rail extends to a “first end” 70 and the first end is

it
&
¢4
I
H
K
4
;:.
i
1
b
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connected to the frame of the elliptical machine by, inter
alia, a c-channel and pin/flared head arrangement (84
and 76 respectively). The pin 76 slides up and down in a
straight path within the c-channel (i.e., causing “linear
reciprocating displacement”).

Ultimately, the Patent Office granted the patent for
the '710 linkage system, but was specific about what the
patent covered:

The prior art fails to show or teach applicant’s
claimed exercise apparatus comprising a frame;
a pair of foot rails having foot supports; a pair
of stroke rails each having one end hingedly
connected to a respective foot rail and having
the opposite end connected to the frame
Sfor linear reciprocating movement and for
producing an elliptical path.

(CTA App. A1697, 13 (emphasis added)). Because all
elliptical machines have a frame and foot rails that have
foot supports, the patent examiner clearly regarded the
“stroke rails each having one end hingedly connected to a
respective foot rail and having the opposite end connected
to the frame” and for producing “linear reciprocating
movement” as the points of novelty in the 710 patent.

9

d. The Linkage System of Octane’s Elliptical
Machines

A§ can be seen below, Octane’s commercially successful
elliptical machines are nothing like the commerei
unsuccessful elliptical machine shown and elaimed in the
"710 patent (compare above). The similarity begins and
ends with the fact that they are elliptical m‘achines.

ally

Octane’s Q45 Linkage System

Integrated screw
portion of motor

_ Foot rail attached
to integrated screw

- Actuator casting

Rocker link

(CTA App. A1944).
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Octane’s Q47 Linkage System

B fenator casting

Zumnz Arm

(Id.)

Most obviously, and as found by the lower court in
the summary judgment ruling (discussed below), the 710
patent requires that one end of a stroke rail slide within a
c-channel in a straight or “linear” line while the other end
of the stroke rail moves the foot rails in an elliptical path.
(CTA App. A36-Ad1). Octane’s elliptical machines do not
employ a c-channel linkage structure (or anything close—
requiring Ieon to argue that Octane’s linkage system,
including a “rocker link”, is somehow “analogous”), and
no part of the linkage moves along a straight or “linear”
path (forcing Icon to ignore the main thrust of its invention
and argue that curved paths are covered by its patent).
(CTA App. A1046-A1062; A1090-A1094). Icon also had to
assert that a “stroke rail” could include limitless parts
— even though the patent only shows a single stroke rail
component. (Id.) In short, Octane’s linkage, (which in any

11

event was based on a pre-dating patented linkage system),
bears no rational resemblance to anything that Ieon could
reasonably claim it invented.

e. The Lawsuit

By joining a small Octane distributor located in
California, Icon (a Utah-based company) filed a complaint
against Octane (a Minnesota-based company) in the
United States Distriet Court for the Central District of
California on April 23, 2008. Upon motion by Octane, thte
action was subsequently severed and the case against
Octane was transferred to the District of Minnesota, while
the case against the California distributor was predictably
dismissed. (CTA App. A2; A61;. A101-A106; A320-A324;

A329; A2610-A2613).!

The complaint as initially filed by Icon alleged
infringement of two unrelated patents: the 710 patent
and U.S. Patent No. 5,104,120, entitled “Exercise
Machine Control System” (“the 120 patent”). (CTA App.
A101-A106; 339-341). That complaint specifically identified
only Octane’s Q47 series of elliptical machines of allegedly
infringing each of the two patents, but Icon broadly sought
discovery on all of Octane’s products, claiming that its
infringement allegations were not only limited to the Q47
series. (CTA App. A104; Ad38-Ad41; A2453-A2454).

Neither patent-in-suit—each of which utilize means-
plus-function claim terms extensively-disclosed or
claimed an elliptical machine linkage system (the subject

1. The Distriet Court had subject matter jurisdiction
pursuant to 28 U.S.C. §§ 1331 and 1338.
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matter of the 710 patent) or an exercise machine control
system (the subject matter of the '120 patent) §inﬂlm' tothe
setup of Octane’s commerecial exercise machine products.
For this reason, and from the start of the case, Octane’s
counsel tried, unsuccessfully, to convinee Icon to drop its
claims (e.g., CTA App. A478-A479). Ultimately, but over
one year into the litigation, the claims relating to the 120
patent were dismissed after Icon received an adverse
claim construction ruling in an Eastern District of Texas
infringement action against another Icon competitor.

As detailed more fully below, Icon’s assertions relating
to the "710 patent were equally baseless and in J}me 2010,
after repeated efforts to resolve the dispute failed, (e.g.,
CTA App. A478-A479; A2453-A2454), Octane moved for
summary judgment of non-infringement. (CTA App. AT5).
At Icon’s insistence, however, the district court decided
that a separate Markman hearing was needed before
reaching summary judgment, and on June 21, 2010, the
district court held that Octane’s then pending Motion for
Summary Judgment “must be rescheduled after thle]
Court rules on issues to be presented at the scheduled
Markman hearing.” (CTA App. AT6).

In October 2010, following claim construction brief?ng
by the parties, the district court held a Markman h.earlng
and, in December 2010, issued a Memorandum Opinion and
Order construing various terms of the 710 patent. (CTA
App. 62a-86a). In that Opinion, the district court largely
adopted Octane’s constructions, which properly constrped
the means-plus-function limitations in the claims
consistent with the structure recited in the specification
for performing the claimed functions, and re:]'ected Icpn’s
overly-broad and baseless constructions which had little
to no support in the specification. /d.

13
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Despite a Markman ruling largely rejecting
its assertions, and which made Icon’s infringement
contentions even more unreasonable, Icon continued to
prosecute its claims undeterred. Octane renewed its
motion for summary judgment of non-infringement of the
"710 patent, noting that multiple claim limitations were
lacking as a matter of law both literally and equivalently.

Constrained by the district court’s adverse Markman
ruling, in order to oppose the motion, Icon simply reargued
its unreasonably-broad and previously-rejected claim
constructions and advanced expert testimony removed
from the disclosures of the patent and unrelated to
anything Icon actually invented. For example, in order
to oppose summary judgment, Icon speciously argued
that a “stroke rail” as used in the patent could include
any combination of parts and linkages-so long as some
linkage connects the foot rail of an elliptical machine to
the frame, the limitation is supposedly met. Of eourse,
this is true of every elliptical machine. -

Further, because Octane’s machines did not utilize
a c-channel linkage configuration that moved in a linear
path, Icon repeatedly tried to read the limitation for
“linear reciprocating displacement” out of the claims.
When this strategy failed, Icon relied on the doctrine of
equivalents, putting up an expert who generally discussed
similarities of elliptical machines without regard to the
functional purposes recited in the patent. For example, to
support his unreasonable position that Octane’s rocker link
was equivalent to a c-channel, Icon’s expert contended that
both constrain lateral movement. Yet, the *710 patent does
not recite constraining lateral movement as a funetion of
the claimed means; the patent only discusses a structure
that causes the stroke rail to move up and down in a linear
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path. Herein lies the problem: where competitive products
are involved, there is always some similarity of operation,
but the question is whether the similarity resides in the
patentable invention, not ancillary functions that are
common to all competitive devices. Litigants, like Icon
here, use experts to exploit the situation in an effort to
create fact issues and disguise the case as meritorious.

On June 17, 2011, the court issued a Memorandum
Opinion and Order granting Octane’s motion for summary
judgment. App. 31a-61a. The district court found several
elements missing both literally and equivalently, including
the “stroke rail” and “means for connecting” limitations
noted above. A complete copy of the district court’s opinion
is included in the Appendix. Id. Icon and Octane then
stipulated to the dismissal of Octane’s counterclaim for a
declaratory judgment of invalidity of the *710 patent, and
the district court entered final judgment on July 15, 2011.
App. 292-30a. Icon appealed that decision to the Federal
Circuit. (CTA App. A2614-A2615).

Meanwhile, in the district court, Octane, which had
by that point incurred attorney’s fees and costs of over
$1.3 million, moved the district court to declare the case
exceptional and award it fees pursuant to 35 U.S.C. § 285.
(CTA App. A2619-A2641). The unreasonable and baseless
positions taken and maintained by Icon throughout the
litigation, in addition to damning emails and deposition
testimony, showed the litigation to be vexatious and
unjustified in nature, warranting a finding of exceptional
case status and fees. (See e.g., CTA App. A2645; A1608;
A1233, 87:24-88:10). :

More specifically, documents uncovered in the
litigation reflected that Icon decided to sue Octane
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with an “old patent” it had “sitting on the shelf” as
a way of hampering the upstart competitor. In email
correspondence sent soon after the start of the litigation,
Pat McGinnis, Icon’s Vice President of Global Sales, wrote
to other Icon employees suggesting that the lawsuit was a
tool against a competitor: “We are suing Octane. Not only
are we coming out with a great product to go after them,
but throwing a lawsuit on top of that”. (CTA App. A2645).
The August 2008 email by Mr. McGinnis was forwarded
on to a potential customer/retailer with a message from
another Icon employee stating “Gust clearing the way
and making sure you guys have all your guns loaded!”.
(CTA App. A2645). Then, in an email dated September 16,
2009, another Icon sales associate wrote to Mr. McGinnis
stating, “I heard we are suing Octane!” (CTA App. A1608).
Inresponse, Mr. MeGinnis wrote back, “Yes — old patent
we had for a long time that was sitting on the shelf.
They are just looking for royalties.” (Id.) Further, when
asked in deposition if Icon sought to gain a competitive
advantage over the smaller Octane with the lawsuit, Icon’s
corporate designee indicated that this is implied in every
litigation. (CTA App. A1233, 87:24-88:10). In other words,
Icon filed suit as a way to hamper a smaller competitor
and potentially extract a royalty from Octane’s suceessful
high-end elliptical machine sales.

Despite the above evidence, and without conducting
a hearing on the fee motion, on September 6, 2011, the
district court denied Octane’s motion for attorney’s
fees. App. 19a-28a. The district court, citing the line
of Federal Circuit cases holding that in the absence of
litigation misconduct, fees may only be awarded if the
allegations are both objectively baseless and there is clear
and convincing evidence of subjective bad faith, found

- that neither prong was met. According to this standard,
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the distriet court stated that in order to be exceptional
“the plaintiff’s case must have no objective foundation,
and the plaintiff must actually know this.” Applying
that standard, the district court reasoned that the case
was not objectively baseless, finding that Icon’s proposed
claim constructions were not frivolous because they
were not necessarily precluded by the broad language
of the claim or the disclosures in the specification, and
that Icon’s reassertion of its previously-rejected claim
construction in its summary judgment argument was
“confused and repetitive,” but not objectively baseless.
Further, the district court “had no reason to doubt” Icon’s
mere representations that it had actually purchased and
inspected a Q47 machine and had secured opinions from
experts and counsel, despite the fact that Icon did not
raise this assertion until Octane moved for attorney fees,
and never produced any documentation supporting this
assertion.

With respect to the subjective bad faith element, the
district court disregarded Icon’s incriminating emails
as “stray remarks by employees with no demonstrated
connection to the lawsuit” (even though the emails were
from Icon’s Vice President of Global Sales) and that “[s]
imply bringing suit to gain a competitive advantage is
not evidence of bad faith.” The full text of this decision is
included in the Appendix. Id.

Octane timely appealed the denial of fees to the
Federal Circuit and the two appeals (Icon’s appeal of the
decision granting summary judgment and Octane’s appeal
of the decision denying fees) were consolidated on January
10, 2012. On October 24, 2012, the Federal Circuit affirmed
both rulings. App. 1a-17a. First, the Federal Circuit
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found that the di§trict court properly granted summary
Jjudgment, agreeing that the “stroke rail” and “means
for connecting” limitations were not present literally or

under the doctrine of equivalents as a matt
at App. 8a-17a. atter of law. Id.

As to the denial of fees, the Federal Circuit devoted
only one paragraph to the issue, summarily concluding
that “wga have reviewed the record and conclude that the
court did not err in denying Octane’s motion to find the
case .exceptional,” and stating “[w]e have no reason to
revisit the settled standard for exceptionality.” Id. at 17a
Octane filed a Petition for Rehearing and Rehearing En

Bane, which was summarily denied on December 27, 2012
App. 87a-88a. T

ARGUMENT

. The proliferation of weak patent cases by those who
did not invent, or bring to fruition, the subject of the
allegefl infringement is an issue that has garnered national
atter}tlon. Just recently, the President of the United States
ppbllcly espoused the view that the America Invents Act
did not go far enough in reforming the patent system to
prevent abuse, and a bill targeting non-practicing entities
Is presently in debate in Congress.2 The statutory means
to restrain abusive patent litigation practices, however,
already exists. The Patent Act already includes a provision,

2. Tor a transeript of the President’s commen :
www.patentlyo.com/patent/2013/02/obama-on-patt(fnstf:el}(t)i%/
html. For a discussion of the pending bill, introduced bJ;
Congressman Peter DeFazio and known as the SHIELD Act, see
ht.tp://defazio.house.gov/index.php?option=com content&viev:v=a
rticle&id=792:defazio-introduces-shield-act-to.
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that permits the award of attorney fees to the prevailing
party in “exceptional cases.” 35 U.S.C. § 285. The purpose
of this statute is “to compensate the prevailing party for
its monetary outlays in the prosecution or defense of the
suit” Automated Bus. Cos. v. NEC America, Inc., 202
F.3d 1353, 1355 (Fed. Cir. 2000) (quoting Central Soya Co.,
Ine. v. Geo. A. Hormel & Co., 123 F.2d 1573, 1578 (Fed.
Cir. 1983)); see also Mathis v. Spears, 857 F.2d 749, 753
(Fed. Cir. 1988). “In addition, § 285 serves as a deterrent
to ‘improper bringing of clearly unwarranted suits’ for
patent infringement.” Automated Bus. Cos., 202 I.3d at
1355 (quoting Mathis, 857 F.2d at 754); see also Marctec,
LLC v. Johnson & Johnson, 07-CV-825-DRH, 2010 WL
630490 (S.D. 11l Feb. 23, 2010).

The problem is that this statutory provision, as
interpreted by the courts over time-and most significantly
as articulated by the Federal Circuit Court of Appeals
in a line of cases beginning in 2005-has strayed from
the original intent of preventing “gross injustice” to an
accused infringer (the result of a defendant having to
spend $1 million plus to defend itself against overreaching
and unfounded contentions), to a standard that is near-
impossible for an accused infringer to meet no matter the
unreasonableness of the litigation, and that consequently
serves as no deterrent to the assertion of spurious claims.

Moreover, and despite sharing the same statutory
“exceptional case” mandate, the high standard for
prevailing accused infringers (a showing that the litigation
is objectively baseless and brought in subjective bad faith)
conflicts with the lower bar set for prevailing patent
owners (a showing “that the infringer acted despite an
objectively high likelihood that its actions constituted
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infringement of a valid patent.”). It only makes sense that
a patent owner can recoup its attorney fees if the patent
owner proves that its case is so strong that it had a high
likelihood of success and the defendant proceeded with its
actions despite this, i.e., willful infringement. In contrast,
though, that same patent-litigant should be subjected toa
fee award against it, if the accused infringer demonstrates
that the plaintiff’s case had an objectively low likelihood
of success, and yet the patentee proceeded to maintain
and prosecute the case. If anything, the patent holder,
who has been granted a limited-term legal monopoly by
society, should have more of an obligation to exercise that
power responsibly, not less.

Neither the statute, this Court’s precedent, nor public
policy supports the inexplicably and unfairly higher
(bordering on impossible) standard that has evolved for
finding a case exceptional and awarding fees to a prevailing
aceused infringer. The proliferation of patent troll cases
over the last five years is well known and problematic for
commerce in this country. There are legislative efforts
to redress this problem, but even these proposals may
not adequately protect smaller competitors, like Octane,
from the costs of defending spurious patent cases. The
diseretion of courts to award fees — under a standard that
is in accord with the statute, fair to both patentees and
accused infringers and does not discriminate between
practicing and non-practicing entities — is the deterrent
needed.

Octane respectfully requests, for the reasons explained
more fully below, that this Court grant certiorari review
to bring the common law precedent back into line with
the Congressional intent behind the “exceptional case”
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statute; namely to provide district courts with reasonable
diseretion to award fees to prevailing accused infringers
where patent owners bring and maintain patent cases
having an objectively low likelihood of success.

I. The standard for awarding fees to a prevailing
accused infringer has strayed from the statutory
“exceptional case” mandate, resulting in a standard
that is near-impossible to meet, and serves no
deterrent value.

The current standard articulated by the Federal
Circuit holds that the award of attorney fees under Section
285 is a two-step process. Highmark, Inc. v. Allcare
Health Mgmt. Sys., Inc., 687 I.3d 1300, 1308 (Fed. Cir.
2012), rehearing denied with opinion and dissent, 701 F.3d
1351 (Dec. 6,2012); Forest Labs., Inc. v. Abbott Labs., 339
F.3d 1324, 1327-28 (Fed. Cire. 2009). First, the court must
determine whether the prevailing party has established by
clear and convincing evidence that the case is exceptional.
Forest Labs, 339 ¥.3d at 1328. Yecond, for those cases
that are exceptional, the court must decide if fees are
warranted under the circumstances and the amount of
any fees to be awarded. [ d.

According to the Federal Circuit, in the absence of
litigation misconduct or fraud in securing the patent,
for a prevailing accused infringer a case is exceptional
only if it is both “objectively baseless” and “brought in
subjective bad faith” by the patentee. Brooks Furnitwre
Mfy., Inc. v. Futailer Int'l, Inc., 393 F.3d 1378, 1381 (Fed.
Cir. 2005); Highmark, 687 F.3d at 1308. To be objectively
baseless, “the infringement allegations must be such that
no reasonable litigant could reasonably expect success
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on the merits.” Highmark, 687 F.3d at 1308-09. With
respect to the subjective element, the Federal (iircuit
1'1old.s that “there is a presumption that an assertion of
111‘1'1'11,1gement of a duly granted patent is made in good
faith,” and thus, “the subjective prong of Brooks Furniture
nu.tst be established with clear and convineing evidence.”
Highmark, 687 F.3d at 1309. To establish this elemen.t
th(_a F{'ederal Circuit directs that “even if the claim ié
objectively baseless, it must be shown that lack of objective
foun(!ation for the claim ‘was either known or so-obvious
ﬂxat llt 'ShUU}L} l;ave been known’ by the party asserting
he claim’.” Id. (citing Seagate Te LLC, 4 : 5
o 2007%. gate Tech., LLC, 497 F.3d 1360,

Prior to Brooks Furniture, Federal Cireuit prece
_generall:y held that “exceptional case” status lst\ilne;;gfélj
in a Yamety of contexts depending upon the “totality of
the cu.'cumstances,” to prevent “grossinjustice.” See e (,f
Mathis v. Spears, 857 ¥.2d 749 (Fed. Cir. 1988); Eltoch
S-gfsiemls Corp. v. PPG Industries, Ine., 903 F.2d :‘305 .810
(Fed. Cir. 1990); Sun-Tek Indus., Inc. v. Kenned-y Sky L,'a'.tes
Inc., 929 F.2d 676, 679 (Fed. Cir. 1991). These cases provide
exumg;les of conduet that may constitute an “exceptional
case,” such as vexatious or unjustified litigation or
pursuing frivolous suits. See e.g., Multiform Desiccants
Inc. v. Medzam, Lid., 133 F.3d 1473, 1481-82 (Fed. Cir.
1998)'(“1Vin(1ings of exceptional case have been baséd 01{
a va.r.lety of factors; for example, willful or inten.t.i('ma]
infringement, inequitable conduet before the Patent and
Trademlark Office, vexatious or unjustified litigatioﬁ or
other misfeasant behavior.”); Bu,ye'rA:’.'tée-n-gese{ﬂ'.écr‘e.uft .
D-u_-ph.(m* Int’l Research B.V, T38 I.2d 1237, 1242 (Fed Cil:
.195.5%) (“In awarding attorney fees to a prevailing acc-uscci
infringer, such exceptional circumstances include, inter
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alia, inequitable conduct during prosecution of a pa'fent,
misconduct during litigation, vexatious or unjustified
litigation, or a frivolous suit.”)

The “gross injustice” language of these pre-Brooks
Furniture cases originated from the legislative history
of the statute itself. The 1946 Act, which first adopted the
discretionary fee shifting provision, explained that “[t}
he provision is also made general as to enable: the court
to prevent a gross injustice to the alleged infrmger.” Sge
S.Rep. No. 1503, 79th Cong., 2d Sess. (1946), reprinted in
1946 U.S.Code Congressional Service 1386, 1387 (emphasis
added).? The pre-Brooks Furniture cases deferred to the
legislative intent of Section 285 by employing a gem.ar?l
“totality of the circumstances” test, rather than the rigid
and virtually insurmountable test set forth by Brooks
FPurniture.

With the Brooks Furniture decision in 2005,
the Federal Circuit — citing this Court’s decis}on in
Professional Real Estate Investors v. Columbia Pictures
Industries, 508 U.S. 49, 60-61, 113 S.Ct. 1920, 123 L..Ed.2d
611 (1993) (hereafter “PRE”) - held that “[a]bsent
misconduct in conduct of the litigation or in securing the
patent, sanctions may be imposed against the patentee

3. In 1952, the statute was amended to add the “exceptional
case” language. S.Rep. No. 1979, 82nd Cong., 2d Sess. (1952),
reprinted in 1952 U.S.Code Cong. & Ad. News 239{1, 2423.
However, according to a Revision Note to this section, the
amendment was not meant to alter the legislative intent of the
original statute (i.e. to afford discretion to award fees to prevent
gross injustice). See Rolm & Haas Co. v. Crystal Chem. Co., 736
F.2d 688 (Fed. Cir. 1984) (citing P.J. Federico, Commentary on
the New Patent Act, Title 35, United States Code Annotated,
page 1, at 56).
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only if both (1) the litigation is brought in subjective bad
faith, and (2) the litigation is objectively baseless.” Brooks
Furniture, 393 F.3d at 1381 (emphasis added) (citing
Professional Real Estate Investors, 508 U.S. at 60-61;
see also Eon—Net LP v. Flagstar Bancorp, 653 ¥.3d 1314,
1324 (Fed. Cir. 2011); iLOR, LLC ». Google, Inc.,631 F.3d
1372, 1377 (Fed. Cir. 2011).

In PRE this Court addressed the “sham” exception to
the Noerr-Pennington antitrust immunity doctrinein the
context of an asserted copyright infringement action. See
Prof Real Estate Investors, Inc., 508 U.S. 49, In Brooks
Furniture, the Federal Circuit, though citing to PRE,
provides no analysis as to why the same two-part test for
sham litigation and assertion of an antitrust eause of action
(with the potential for not only attorney fees, but treble
damages) should necessarily apply to the discretionary
fee shifting of 85 U.S.C. § 285. However, subsequent
Federal Circuit authority confirms that the Federal
Cireuit's Section 285 standard as stated in the 2005 Brooks
Furniture decision is based on its interpretation of this
Court’s holdings in PRE. See Highmark, 687 F.3d at 1309
n.1. And as recently as August 2012, the Federal Cireuit
called its two-part objective/subjective test for fee shifting
“established law under section 285.” Id., at 1308.

4. Inanopinion released just two days before the filing of this
Petition, the Federal Circuit, applying its two-part “exceptional
case” test, once again reversed an award of attorneys’ fees to
prevailing accused infringers (due to the patentee’s failure to
inspect the accused product) in a case before the United States
District Court for the Eastern District of Pennsylvania wherein
the court entered judgment on a jury verdict finding that the
asserted patent was not infringed, invalid and unenforceable.
Checkpoint Systems, Inc. v. All-Tag Security S.A., No. 2012-1085
(Fed. Cir. Mar. 25, 2013).
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The threshold for fee shifting has always been l.ugh,
but the Federal Circuit’s articulation of the “e?acepl,lo_nal
case” standard in this manner has made it llezlr—lm]JOS?le(?
for prevailing accused infringer-s to recoup a.LLpl m,}f
fees, and it has gutted the 0therw1se.detel'mng-effe(':t 0
the statute on the assertion of spurious _p;itent c].an'ns.
According to LegalMetrie, a company providing statistical
analyses of federal court cases, attorney fees are grant_ed
in 0;1}3’ about 1% of all patent cases tha’t are hleﬂd, v»t}t.h
plaintiffs (typically the patent owners) being al_:nq?t. tw If,e
as likely as defendants (typically the agcused lljfl inger ls)
to win a contested fee motion. As the instant case apij y
illustrates, given the nature of patent cases, even in !,hm-
heyond-reason cases with documented ex-'iﬁlepce of bad
faith motivations, there is virtually no chance for accused
infringers to recoup fees, even in the rare case where a
defendant makes it to the fee consideration stage.

By setting the standard too high, it encourz}ggs
overly aggressive and unscrupulous patent owners to
assert weak patent claims to coerce patent scLLle{nentS
or otherwise gain unfair competit{\-'le a(} -'zu_ltage in lthe
United States marketplace. Pat‘.er_lt litigation is expen-s?n:'e.
According to a survey published in _20%1 by“thc Al"ll(:,’l lcan
Intellectual Property Law Association ( ATPLA”) the
median cost for a patent litigation in which the an'lount‘
in controversy is from $1-25 million, through the end, of
discovery, is $2.5 million (inclusive of all c'osts)._ (See A2649
for 2009 data which is unchanged in 2011 for this category%.
Large companies know this, as flo patent trolls, .a.n(‘,l
unfortunately, can use patent litigation asaweapona gc‘illlll?t:
competitors, especially smaller competitors. 1}*1:,11"{3( smd.I u
competitors simply do not have the _ﬁn‘apcml 195011‘1‘ (.‘Lb
or wherewithal to defend a patent infringement case,
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no matter how spurious the contentions. See Michael J.
Meurer, Controlling Opportunistic and Anti-Competitive
Intellectual Property Litigation, 44 B.C. L. Rev. 509,
512 (2003) (Characterizing weak patent infringement
lawsuits as either (1) “anti-competitive lawsuit[s] seeking
to impair the defendant’s performance in their shared
market or even to exclude the defendant from the market
completely”; or (2) “opportunistic lawsuit[s] seeking a
settlement payment”).

Complicating matters, there is almost no economical
or expeditious way for an accused infringer to extract
itself from baseless litigation. Unlike certain forms of
litigation (e.g., securities litigation or antitrust litigation),
arely is a patent infringement action dismissed at the
pleading stage. Rather, before a defendant accused of
infringement has any hope of extricating itself from a
litigation, often-times (as here) substantial discovery (both
fact and expert), Markman briefing and hearing, and
summary judgment briefing and hearing, must occur. By
the time summary judgment is granted, substantial time
is invested in the case not only by the parties, but by the
district court, as well.

For their part, district court Jjudges—who, in many
instances, have no technical background and little
familiarity with the patent system—are often faced with
complex technology, difficult-to-read patent language
and a body of case law that is both robust and nuanced.
(The case law surrounding Section 112 16 means-plus-
funetion elaim construction, as was at issue here, is a
good example of this). No matter how preposterous the
merits of the infringement case may be, in order toreach
a resolution on the merits, the district court Judge must,




26

invest significant time and energy to decipher the claim
scope and understand the defendant’s position.

For these reasons, no matter how unreasonable the
patentee’s contentions, it is a rare district court judge who
will have the courage to call a patentee’s claims “baseless”
after the investment of time and effort necessitated by
these cases. Combined with the necessity of showing
clear and convineing evidence of “subjective bad faith”
(evidence that is virtually impossible to come by absent
a corporate representative’s confession), the standard is
all but unreachable and not in accord with the legislative
goals of providing diseretion to courts to prevent gross
injustice to accused infringers.

I1I. There is no basis in the statute, this Court’s
precedent, or policy for a standard that requires a
higher showing by prevailing accused infringers
versus prevailing patentees.

The fee shifting provision of Seetion 285 (discretion
to award fees to the prevailing party in an “exceptional
case”) should apply equally to prevailing accused
infringers and prevailing patentees; yet it does not. As
reflected in the district court’s decision to deny fees in
this case and as described more fully below, the Federal
Cireuit’s precedent sets the bar higher for prevailing
accused infringers, than it does for prevailing patentees.

Sinee 1990 and continuing up to today, the Federal
Circuit has maintained that the standard for the award
of fees under 35 U.S.C. § 285 is the same for patentees
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and accused infringers.® Yet in the case of prevailing
patentees, the Federal Circuit holds that a case may
be deemed exceptional based on a finding of willful
patent infringement. Amsted Indus. Inc. v. Buckeye
Steel Castings Co., 24 F.3d 178 (IFed. Cir. 1994) (willful
infringement alone is a sufficient basis for classifying
a case “exceptional”). Indeed, when a trial court denies
attorney fees in spite of a finding of willful infringement,
the court must explain why the case is not “exceptional”
within the meaning of the statute. S.C. Johnson & Son, Inc.
v. Carter-Wallace, Inc., 781 F.2d 198, 201 (Fed.Cir. 1986);
see also Transclean Corporation v. Bridgewood Services,
Inc., 290 I.3d 1364, 1379 (Fed. Cir. 2002). To prove willful
patent infringement, “a patentee must show by clear and
convineing evidence that the infringer acted despite an
objectively high likelihood that its actions constituted
infringement of a valid patent.” I ve Seagate Technology,
LLC, 497 I".3d 1360, 1371 (Fed. Cir. 2007) (en banc). If this
threshold objective standard is satisfied, the patentee must
then also demonstrate that “this objectively-defined risk
(determined by the record developed in the infringement
proceeding) was either known or so obvious that it should
have been known to the accused infringer” Id.

5. In Machinery Corp. of America v. Gullfiber AB, 774 F.2d
467 (Fed. Cir. 1985), the Federal Circuit reserved judgment as to
whether there is a higher standard for receipt of fees by an alleged
infringer. In Bltech Sys. Corp. v. PPG Industries, Inc., 903 I7.2d 805,
810-11 (Fed. Cir. 1990), the Federal Circuit resolved that question
stating that the standard for receipt of fees under Section 285 is
the same for patentees and accused infringers. The Federal Cireuit
maintains in a recent precedent that the “same objective/subjective
standard applies for both patentees asserting claims of infringement
and alleged infringers defending against claims of infringement.”
See Highmark, 687 I7.3d at 1309.
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Contrary to the Federal Cireuit’s asse‘rpion, this is

not the same fee shifting standard for preval-lmg_accujsgd
infringers. The corollary for an accused infringer in
the first instance would be to Sh('}w tha-t.the'patentee
brought and maintained the‘clm_ms of 1n1‘r.11}ge1711erlll]3
despite an objectively low Mﬁe.’,zho‘od t..h.at it w oudc
prevail on its infringement cause of action. Instez} )
the accused infringer must show that the case v:-a§
“objectively baseless”, i.e., that :no reasonable lltlgdﬂt
could reasonably expect success.” As made clear .by the
analysis of the district court in the case b(flow (which Lhe
Fedéral Cireuit affirmed), this is a much hlg:;‘her standard
to meet. According to the district cou_rt, [a] proposed
claim construction is not frivolous 1_f not prec_luded
by the language of the claim or the d;sclosgres in L'he
sbecif‘xcation.” Beecause Icon was able to conceive ?f cla'lm
construetion arguments whereby a 11"_1eanstplus-iuncthli
claim requiring “linear 1'ecip1*ocat1%1g dlsplacemel_lL
could somehow not require straight—hn? movement l;l{c
that shown in the specification of the 710. pa{uent (the
point of novelty of the ’710 pntent),_thg distriet courﬁ
concluded the suit eould was not “objectively baseless.
This reasoning, however, makes any argument about a
means-plus-function limitation non-frivolous, no m]a?tei
how outrageous — as here — Fhe proposed (-IO.HSLI'LILtIUIl..
Means-plus-function limitations, by dgﬁmtlon,ldo n‘oL
recite the claimed structure in the C}'Elll"ﬂ, and, 111§tedc{
require resort to the specification to discern the claimec
structure. But this does not make any argument about
the scope of the claim reasonable.

In order to secure the possibility of fees, the at;cugsed
infringer must also prove, by c]cau: 3‘1‘1(1 c.on‘.v'_mcm%
evidence, that the action was brought in “subjective bac
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faith.” In a recent concurring opinion, Judge Reyna of
the Federal Cireuit Court of Appeals noted that “lo]
ur cases have not established g precise definition-for
‘bad faith’ in the exceptional ease context.” Raylon ».
Complus Data Innovations, Ine., 700 F.3d 1361, 1373-
7 (Fed. Cir. 2012) (concurring). Judge Reyna, in that
coneurring opinion, goes on to suggest it involves pursuit
of litigation based on “wrongful intent, recklessness, or
gross negligence,” a standard admittedly more in line
with the recklessness standard of willful infringement,
and pre-Brooks Furniture cases.® Yet, as demonstrated
by the district court’s decision in this case - which, again,
the Federal Cireuit summarily affirmed - this is not the
standard of the Federal Cireuit majority. Citing iLOR
and Brooks F urniture, the distriet court stated that to
meet the subjective bad faith element, “‘the plaintiff’s
case must have no objective foundation, and the plaintiff
must actually know this.”” Slip Op. at 6 (quoting iLOR, 631
F.3d at 1377). Applying this standard and looking at the
evidence in Isolation, the district court went on to conelude
that the email evidence that Ieon had pulled an “old patent”
from off “the shelf” was not shown to be Icon’s “official
Position,” and, in any event according to the court, “[e]ven
ifthe emails suggest Icon commenced this lawsuit to gain
a competitive advantage against a smaller company, that
fact does not make the lawsuit frivolous.” Slip Op. at 8.
This is a far different standard than the known or should
have known of a high likelihood of infrin gement of a valid

6. “Where, as here, the patentee is manifestly unreasonable
in assessing infringement, while continuing to assert infringement
in court, an inference is proper of bad faith, whether grounded in or
denominated wrongful intent, recklessness, or gross negligence.”
Eltech Systems, 903 F.24 at 811; See also P!smmm.eé?'ics, Ine. v
Westin Hotel Co., 350 F.3d 1242, 1246 (Fed. Cir. 2003).
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patent that is the standard for prevailing patentees, which
explains why patentees prevail on contested fee motions
almost twice as often as accused infringers. (Statistical
data provided by LegalMetric).

Neither the statutory framework, nor this Court’s
precedent, nor public policy supports this result. First,
nothing in the statute distinguishes between the prevailing
parties. Rather, fees may be awarded to either plaintiff
or defendant prevailing parties in exceptional cases. 35
U.S.C. § 285.

Second, in the analogous context of Copyright law, this
Court has directed that prevailing plaintiffs and prevailing
defendants must be treated alike for purposes of awarding
attorney fees. Fogerty v. Fantasy, Inc., 510 U.S. 517 (1994).
The fee shifting provision of the Copy right Act is similar
to the Patent Act and to the I,anham [Trademark] Act,
except that the Copyright Act excludes the “exceptional
case” language, merely permitting an award of fees to
the prevailing party. Because of this, in Fogerty, this
Court called the fee-shifting statutes in the patent and
trademark fields “closely related” to that of Copyright,
and cited to these provisions as suppor ting a party-neutral

approach in the Copyright Act. Id. at n.127 Further, in
Fogerty, this Court rejected arigid formulation of the fee-
shifting standard, instead directing fees to be awarded on
a discretionary basis in light of considerations identified.
Id. at 534 (stating “[t]here is no precise rule or formula

7. The proposition that the Patent Act employed a party-
neutral fee approach was based on the Federal Circuit’s pre-
Brooks Furniture pronouncement in Eltech that the standards
should be the same. Id. (citing Eltech Sys. Corp.v. PPG I ndustries,
Inc., 903 F.2d 805, 811 (IFed. Cir. 1990)).
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f.or making th_ese [equitable] determinations). There is no
reason to _belle\-'e that Congress intended any different
approach in the patent context. ! o
From a policy perspective, a pate i 0 1
holder a legalized monopoly. See cha?'z.'itt(;aflgfgzi?;]tgot'o s
H.fzzelt'a.-i‘z.e Research, Inc., 395 U.S. 100, 135 (1969) ;‘ffl;}”'
!1eart of Itl}'e patentee’s] legal monopo‘lv is the right tlﬁ
i:zoﬁiig:i Et.atc’s_ tE:iower to prevent others from uti]izing
rovery without consent”); 50 Precision
Iu.s:jt-r-_e.m-raent Mfg. Co. v. Auto. Mu,-i?)-z-,t.if;a;? E‘OP?SELI Sl}fgl
806, 816 .(1945) (“a patent is an exception to tlila genet.';}.
}'1'11e against monopolies and to the right of access to a
01\ iﬁ--al?dr open market”). 'll‘his is permitted because th:e
% =Id 5.0051‘ of encouraging innovation and promoting
;Fc osure is tho_ughl; to outweigh the anticompetitive
}3{ §cts of ‘c‘ltlll‘ie-}llllith monopoly. See generally Bilskiv
appos, 15(.} S.Ct. 3218, 3255 (2010) (“even when patenté
encourage innovation and disclosure, ‘too much patent
prot-ectlo.n can impede rather than ‘promote the Pr(I) rr:
of ... usetul' Arts’””). But a patent is, nevertheless léJ ilts
nat_ure anticompetitive, and for this reason, the \':T‘I ‘}; n
which a pe’ltentee may grant, utilize and lex’e;'age a jgt Hii
gre not Wlth()ut limit and are often carefully écrutiﬂﬂz?eg
51:1;:1 {R-‘ re qtp’i'oﬂ-q;t;ac@ﬁ Hydrochloride Antitrust L'i.t..ig.l
c‘ F.3d 1323, 1333 (Fed. Cir. 2008) (noting that -patents’
are by natu_l'e anticompetitive and examining u.rhethe.r
agreelflents improperly restricted competition bey(md-the
exclusional'y_‘ zone of the patent); see also Bilski, 130 S.Ct
Et 32'29 (nortmg “tlhe tension, ever present in I;e;tent 1"1w‘
aeiélw_e(-zn stpnulatmg innovation by protecting invent:)l's;
an _1lmpedmg progress by granting patents when not
Justified by the statutory design.”) v
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Patentees (including both practicing and non-
practicing patentees) asserting their legal monopolies
should at least have to assert objectively reasonable causes
of action, or else the risk of paying for the litigation should
shift to the patentee, regardless of counsel’s conduct.
This is fair and consistent with the overarching goals of
the patent system. Notably, the prevailing defendant is
not receiving a punitive award. It merely secures return
of its attorney fees and is in no way compensated for
the time it spent on the litigation or disruptions to its
business that result from a patent plaintiff using the
lawsuit as a competitive weapon. The alternative —leaving
patentees unchecked to assert thin-beyond-reason causes
of action — has a huge anticompetitive impact on society
and constitutes a gross injustice to innocent defendants.
Indeed, if attorney fee shifting was more symmetrical,
it would incentivize accused infringers to challenge bad
patents, thereby protecting future accused infringers and
the public from the anti-competitive effects of spurious
lawsuits based on patents that should have never issued in
the first place. See I. Scott Kieff, The Case for Preferring
Patent-Validity Litigation Over Seco! 1d-Window Review
and Gold-Plated Patents: When One Size Doesn't it All,
How Could Two Do the Trick?, 157 U. Pa. L. Rev. 1937
(2009) (fee shifting would help accused infringers of “junk
patents” raise the funds needed to challenge validity, and
would “help align the parties’ incentives to communicate
with each other about the evidence that each has about
the weaknesses in the other’s case.”)
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I1I. The “exceptional case” standard for a prevailing
at_;cused infringer should allow district courts
discretion to award fees in any case in which the
pa!,entec unreasonably pursues a case having an
objectively low likelihood of success.

_ As indicated above, the statutory goal of fee shifti;lg
is the prevention of gross injustice to accused infringers.
As any defendant accused of patent infringement could
attest, the mere existence of litigation typically has a
detrimental impact on business, as customers become
nervous about buying a product aceused of infringement.
When the allegations are unfounded, and yet a defendant
must invest one to three years, and one to three million
dollars to establish the fallacy of the patentee’s claims

the result is grossly unjust. | h

’E o0 be clear, Octane is not proposing that “exceptional
case” means any case in which an alleged infringer
lJl:O\"cll]S._ But cases that have an objectively low likelihgod
of success should be “exceptional”, and not the norm. The
cost of weak infringement claims should be borne by the
patent;ee, not the alleged infringer trying to compete f'airly
in the marketplace. In those instances (instances which
would be even less frequent under this standard than at
present), fee shifting is appropriate.

A. Exceptional case status should not require

proof of a Rule 11 violation.

By E:alling for a standard that allows for the award
of fees in cases having an objectively low likelihood of
success, Octane is not necessarily arguing for a departure
from the line of cases that would allow an award of fees
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in “frivolous” or “baseless” cases, unless those tern.]_.:

are synonymous with Rule 11-t31rpe conduﬂchdglcgd::; ,;3

; ing “exceptional” case standar :
-oposing that the “exceptiona it )

IIJ_J’lS] C‘j§ 585 should not be commensurail:e “lllél. a I:Itl,lceéé
iolation, contrary to the t recent Federal Cireuit ca
violation, contrary to the mos I
i *tion In Raylon, the Federa
addressing Section 285. In Ray e ol
issue with t istriet court merging its
took no issue with the dis _ e e

secti an: s, stating that “[s]imilax
and Section 285 analyses, s ing tl isd
ri::qluation under Rule 11, for htlgatllmgl toL be OthE;l;}iiz
; ' ati t be such that no reas
baseless, the allegations mus B i £
litigant could reasonably expect success on the merits
Raylon, 700 F.3d at 1370.

i s provisions for
To begin, Rule 11 already mcl_udea l1.J1 pv1swtls"w '
sanctions, which would render Sectlcén zt&;ﬂu(llmg%jb\c Py
i - ; . t. Fe 97\ o
' ire pr f the same conduct. ; _
if they require proof o el ey
i seling a case “frivolous” such th
: ) abeling a case “Irivo
11. Beyond this, label _ SelE s,
' iolati i : a step that m
itutes a viole of Rule 11 isnot a s
constitutes a violation e e
i sonly ime and money
'ts t t only because of the .
courts take lightly, no Syl
i ; i rases, but also because _ ‘
investment in these cases, ! Rvuicopin i e i
! ‘ a violation
“fri ” such that it constitutes )
case “frivolous” s | e ¢ latlon o
Egule 11 requires condemnation of hte.gai}zf)n c,o;]mieli ;
. i amc * things, that b;
: -ovides, among other t ;
conduct. Rule 11 pro , iy b
igni aterials submitted to the Court ¢ }
signing all materials s : , o ey
is%‘eprisenting that “the claims, de[ense:ln, and oglel l;i,n
rant isti w or by a -
lions are warranted by existing la (
contentions are warrs: y g I il oo
frivolous argument for extending, modlltymg:,ullfl ev eaz qse i%
: ishi 7 law. [ a case Is
isti aw or for establishing new law. ..
existing law or for es e s
“frivolim” under Rule 11, then a patentee’s counstel 11;11;1;
" - > 1 S N “ts
have acted inappropriately, a conclusion that most co
are loathe to reach.

A case should not have to rise to_the lizv'el czf a Il{ullte r]1.1
violation before it is deemed “exceptional” for fee shifting

purposes. Pursuing cases having
success (though perhaps not ri
11 violation), should not be the norm for patentees, and
when it does oceur and the patentee is unsuccessful, the
case should bear the moniker of an “exceptional case,”

with the District Court having discretion in those cases
to award fees. :

a low likelihood of
sing to the level of a Rule

B. Exceptional case status should not require
proof of bad faith,

In a patent case, the most
ever hope for is recoupment of reasonable attorney fees
and costs. Even in the rare cases where this is awarded,
however, the accused infringer is not made whole. That
party is still out the hundreds of hours dedicated by
company personnel to the defense of the case (hours that
could have been spent on research and development, sales
efforts and other endeavors), not {o mention the often-
significant cost that the suit may have had on the accused
infringer in the marketplace. Unlike on the patentee side,
where the plaintiff may get treble damages against a
willful infringer under 35 U.S.C. § 284, the wrongfully-
accused infringer has no such remedy against a patentee.®
The accused infringer is entitled to, at most, recoupment
of reasonable fees.

an accused infringer can

Why is this significan

t? It is significant because under
the law, subjective bad f

aith (i.e., the willful, wonton or

8. Though this would be a mattey for Con
to the statute, if bad faith were established
an award of treble the amount of re
alleged infringer as
in bad faith,

gress by amendment
a fair result would be
asonable attorney fees to the

a punitive measure against a patentee acting
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reprehensible nature of a party’s conduct), while often the
critical factor in an award of punitive or treble damages
(which an alleged infringer cannot recover), is not a
pre-requisite, in most statutory schemes, to an award
of reasonable attorney fees. See, e.g.,-17 U.S.C. § 505
(authorizing the court to award fees to the prevailing party
in copyright cases); 42 U.S.C. § 1988 (allowing court, in its
discretion, to award attorney fees to the prevailing party
in civil rights actions); 42 U.8.C. § 3613 (allowing court,
in its discretion, to award attorney fees to the prevailing
party in fair housing actions). Indeed, trademark law has
the exact same fee provision as the Patent Act,’ and yet
the Eighth Circuit — where this case originated — has held
that the “absence of bad faith is not alone determinative on
the Lanham Act fee issue.” Hartman v. Hallmark Cards,
Inc., 833 F.2d 117, 123 (8th Cir. 1987). In this instance,
the statute merely requires that the court find the case
“exceptional” before awarding fees. It says nothing about
requiring a showing of subjective bad faith, and the
Federal Cireuit should not impose its own requirements.

Octane submits that in view of the differences between
punitive damages and reasonable attorney fees and the
ways in which these are typically dealt with in statutes and
by the courts, an alleged infringer should not have to make
a showing of subjective bad faith in order to show a case
is “exceptional” Regardiess of intent (which is inevitably
almost impossible to prove), a patentee that asserts a cause
of action having an objectively low likelihood of success

9. In passing the Lanham Act attorney fee provision,
Congress expressly noted that fees were available under the patent
and copyright laws, but not, up until that point, under trademark
law. See S.Rep. 93-1400, 1974 U.S.C.C.A.N. 7134, T135.
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against its competitor should bear the risk of paying that
competitor’s fees if it is unsuccessful.

At the very least, the standard should clarify the
meaning of “subjective bad faith” as merely a gross
negligence or recklessness standard on par with the
willful infringement standard, i.e., district court should
have discretion to deem a case exceptional and award
reasonable attorney fees where a patentee institutes
and maintains a patent infringement case having an
objectively low likelihood of success and the patentee knew
or should have known it.

CONCLUSION -

For the foregoing reasons, Octane Fitness, LLC
respectfully requests that the Court grant this Petition
for Writ of Certiorari.
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