Culpable Mental States in Intellectual Property Cases:
An Emerging, Common Law-Like Uniformity

By David G. Barker

ast year, in Therasense, Inc. v. Becton, Dickinson & Co.,'

the Federal Circuit took a step toward ending what had

become a “plague” in patent litigation, by deciding that
negligence was no longer sufficient to prove patent inequitable
conduct. But the court also took another step toward creating a
more uniform jurisprudence across intellectual property law for
causes of action that require proof of a culpable mental state.

The Supreme Court? has spurred an evolution toward a more

uniform, common law-like proof of a culpable mental state
implicated by a cause of action. If a cause of action requires
intent, for example, recklessness and negligence should not be
sufficient for liability. Similarly, if a cause of action requires
recklessness, negligence should not suffice.* The common law
of torts highlights the differences between intent, recklessness,
and negligence:

A person acts with the infent to produce a consequence
if:

(a) the person acts with the purpose of producing that
consequence, or

(b) the person acts knowing that the consequence is
substantially certain to result.*

A person acts recklessly in engaging in conduct if:

(a) the person knows of the risk of harm created by the
conduct or knows facts that make the risk obvious to
another in the person’s situation, and

(b) the precaution that would eliminate or reduce the risk
involves burdens that are so slight relative to the magni-
tude of the risk as to render the person’s failure to adopt
the precaution a demonstration of the person’s indiffer-
ence to the risk.’

A person acts negligently if the person does not exercise
reasonable care under all the circumstances. Primary
factors to consider in ascertaining whether the person’s
conduct lacks reasonable care are the foreseeable likeli-
hood that the person’s conduct will result in harm, the
foreseeable severity of any harm that may ensue, and the
burden of precautions to eliminate or reduce the risk of
harm.®

The Supreme Court recently confirmed that general tort law
determines the level of culpability that applies for a tort created
by Congress.” Following the Supreme Court’s lead, the Federal
Circuit has begun more uniformly requiring common law-like
proof of the culpable mental state implicated in a cause of
action.
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Perhaps, then, Therasense was predictable, if not inevitable.
Possibly the Federal Circuit was motivated by the inconsistent
culpable mental state decisions in other areas of intellectual
property law. Possibly it was motivated by the plague inequi-
table conduct had become. Or maybe it was motivated by the
Supreme Court’s recent penchant for patent cases.® Regardless,
the Federal Circuit had good timing. One week after
Therasense, the Supreme Court, in Global-Tech Appliances,
Inc. v. SEB S.A.,° held that neither negligence nor recklessness
was sufficient to prove the intent required for induced patent
infringement. So in one week, culpable mental state law saw
two more barriers to uniformity fall. This emerging uniformity
requires common law-like proof of the culpable mental state
implicated in a cause of action.

Part I discusses two Supreme Court decisions and two
Federal Circuit decisions that elucidated this emerging unifor-
mity. Part II discusses how Therasense contributes to further
uniformity by requiring proof of intent for patent inequitable
conduct, and not just proof of negligence. Part III discusses
Global-Tech and the Supreme Court’s affirmation that com-
mon law-like proof should be required, and that negligence or
recklessness cannot prove the knowledge required for induced
patent infringement.

Part I: Uniform Common Law-Like Proof Emerges
The Supreme Court recently confirmed that “when Congress
creates a federal tort it adopts the background of general tort
law.”'% And where the federal tort is an intentional tort, “as
distinguished from negligent or reckless torts, [it is generally
required] that the actor intend the consequences of an act, not
simply the act itself.”!! Two Supreme Court and two Federal
Circuit decisions elucidated an emerging uniformity: common
law-like proof is required for a culpable mental state implicated
in a cause of action.

Willful Violation of the Fair Credit Reporting Act

In Safeco Insurance Co. v. Burr,"” the Supreme Court decided
what proof sufficed for a “willful” violation of the Fair Credit
Reporting Act (FCRA)." Deciding the meaning of “willful,”
the court relied on the general rule that “a common law term in
a statute comes with a common law meaning, absent anything
pointing another way.””*

The FCRA states, “any person [who] takes any adverse
action with respect to any consumer that is based in whole or in
part on any information contained in a consumer report” must
notify the consumer." For negligent violations of the FCRA,
the consumer may receive actual damages from the offending
business.!® If the violation is willful, however, consumers may
receive actual or statutory damages ranging from $100-$1,000,
or even punitive damages.'” The Supreme Court held that a
willful violation of the FCRA may be shown by proving the
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defendant recklessly disregarded or recklessly violated the
FCRA: “[W]here willfulness is a statutory condition of civil
liability, we have generally taken it to cover not only knowing
violations of a standard, but reckless ones as well.”!8

The court found no reckless violation and stated that proof of
recklessness involves an objective common law-like standard:
“action entailing an unjustifiably high risk of harm that is either
known or so obvious that it should be known.”" Safeco’s read-
ing of the FCRA was erroneous, but not objectively unreason-
able, so there was no willful violation. A knowing violation
of the FCRA, or objective proof of recklessness, is required to
prove a “willful” culpable mental state under the FCRA.

Knowing Violation of the False Claims Act

The False Claims Act (FCA) defines a “knowing” violation
by “actual knowledge,” “deliberate ignorance,” or “reckless
disregard.”? These definitions in the FCA were enacted at
least partially in response to the Supreme Court’s decision

in Allison Engine Co. v. United States ex rel. Sanders.”!
Previously, the FCA imposed liability on any person who
“knowingly makes . . . a false record or statement to get a false
or fraudulent claim paid or approved by the Government.”? In
Allison Engine, the court held that, for a knowing violation, a
plaintiff must show the defendant possessed specific intent to
“get the Government to pay [a] claim.” If the defendant made
a fraudulent statement but did not expect the government to
pay a claim, the FCA was not violated.” Now the “get the
Government to pay” element is no longer in the FCA—the
false statement must only be “material to a false claim”—and
the FCA explicitly excludes “proof of explicit intent” from
the definition of a knowing violation.** But Allison Engine
furthered uniformity by requiring common law-like proof of
the culpable mental states implicated in the FCA.

Fraud on the USPTO in Trademark Cases

The Federal Circuit signaled its intent to follow the Supreme
Court’s lead in In re Bose Corp.” A party alleging fraud com-
mitted by a trademark applicant or registrant must show the
applicant/registrant made a false statement of material fact with
the intent to deceive the United States Patent and Trademark
Office (USPTO).?® Mere negligence—that the defendant
“should have known” of the falsity—is not sufficient.

But until Bose, the intent element of fraud could be satisfied
by proving negligence, in contrast to common law proof of
intent. Under Trademark Trial and Appeal Board precedent in
Medinol Ltd. v. Neuro Vasx, Inc.,” intent could be proven by
showing the registrant knew or “should have known” he was
making a false statement of material fact.”® And after Medinol,
this negligence standard resulted in virtually every registra-
tion being cancelled that was challenged based on an incorrect
identification of goods or services, without any requirement to
prove actual intent to deceive the USPTO.”

Now, proof of fraud is more common law-like: specific,
subjective intent must be shown in order to cancel a registration
based on trademark fraud. The Federal Circuit held in Bose that
a trademark is obtained fraudulently “only if the applicant or
registrant knowingly makes a false, material representation with
the intent to deceive the [USPTO].” Indeed, the Federal Circuit

stated that the “deception must be willful to constitute fraud”*—
simple or gross negligence is not sufficient to show an intent

to deceive. The court continued, saying “intent can be inferred
from indirect and circumstantial evidence. But such evidence
must still be clear and convincing, and inferences drawn from
lesser evidence cannot satisfy the deceptive intent require-
ment.”*! Bose signified that the Federal Circuit was following
the Supreme Court’s lead in requiring common law-like proof of
the culpable mental state implicated in a cause of action.

Willful Patent Infringement

The emerging common law-like uniformity also is evident in
the context of willful patent infringement. A defendant who
deliberately infringes a patent or infringes a patent in bad faith
may be held liable for willfully infringing the patent. The
plaintiff must show by clear and convincing evidence that the
defendant acted despite an objectively high likelihood that its
actions constituted infringement of a valid patent.*

In In re Seagate Technology, the Federal Circuit explained
that a plaintiff alleging willful infringement must satisfy a
threshold inquiry—that an objectively high likelihood of
infringement existed. If the plaintiff meets this threshold
showing, the plaintiff must then show that the risk of infringe-
ment was either known to the defendant or so obvious that the
defendant should have known of the risk.** Seagate’s “known
or so obvious” standard for proving a “willful” culpable men-
tal state for patent infringement complies with the Supreme
Court’s similar standard in Safeco for a willful violation of
the FCRA. It also agrees with the Restatement’s definition of
recklessness, contributing to common law-like uniformity for
proof of culpable mental states.**

Part II: Therasense Unifies Further and Ends the
Patent Inequitable Conduct “Plague”

Until Therasense, Federal Circuit law regarding proof of the
culpable mental state implicated in patent inequitable conduct
represented a stark departure from common law-like proof.

The patent regulations provide a basis for claims of inequi-
table conduct: “[N]o patent will be granted on an application
in connection with which fraud on the [USPTO] was practiced
or attempted or the duty of disclosure was violated through
bad faith or intentional misconduct.” A party asserting
inequitable conduct must initially show a failure to disclose
material information, or that materially false information was
disclosed. Then it must prove that the patentee had an intent
to deceive the USPTO.%

Before Therasense, if the undisclosed or fraudulently
disclosed information was material, that may have been the
only inquiry. For if materiality was sufficiently high, intent to
deceive could be inferred.’” So intent was at least sometimes
irrelevant in determining fraud on the USPTO.* If intent came
into the analysis, it could be shown through negligence—that
the patentee knew or “should have known” that the informa-
tion was either material or materially false.* This balancing act
departed from the common law definition of “intent,” going
against the emerging uniformity.

And the result was costly to patent owners and the judicial
system. More than 20 years ago, the Federal Circuit noted that
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the “habit of charging inequitable conduct in almost every
major patent case has become an absolute plague” in patent
litigation.* Although attempts were made from time to time to
ameliorate the plague,*' more recent Federal Circuit decisions
had been exacerbating the problem.*

But Therasense expressly rejected the “should have known’
standard for proving intent, holding that “clear and convinc-
ing evidence must show that the applicant made a deliberate
decision to withhold a known material reference[—]that the
applicant knew of the reference, knew that it was material, and
made a deliberate decision to withhold it.”** The court also did
away with the “sliding scale” that had been applied to infer
intent if the withheld evidence was sufficiently material. So
inferring intent from materiality is no longer appropriate, but
because “direct evidence of deceptive intent is rare,” circum-
stantial evidence of intent to deceive is acceptable. “[T]he
specific intent to deceive must be the single most reasonable
inference able to be drawn from the evidence,” and “when
there are multiple reasonable inferences that may be drawn,
intent to deceive cannot be found.”*

In Therasense, the patentee did not disclose arguments it
had made to the European Patent Office (EPO) in a related
European application. The district court inferred an intent
to deceive based on materiality and the lack of a good faith
explanation for failing to disclose the arguments submitted to
the EPO. And the district court used the now-reversed “knew
or should have known standard” for determining intent to
deceive. The Federal Circuit vacated the finding of inequitable
conduct, undid the “atomic bomb”* for the patent at issue, and
further unified the law by requiring common law-like proof of
the culpable mental state implicated in inequitable conduct.

bl

Part lll: Global-Tech Affirms that Common Law-
Like Proof Should Be Required for Culpable Mental
States, Clarifying Induced Patent Infringement
“Whoever actively induces infringement of a patent shall

be liable as an infringer.”*® To prove active inducement, the
plaintiff must first show that there has been direct infringe-
ment of a patent. Second, the plaintiff must show that “the
alleged infringer knowingly induced infringement.” Third,

the plaintiff must show that the defendant “possessed specific
intent to encourage another’s infringement.” The second and
third elements implicate a culpable mental state of knowledge
and intent, and the plaintiff bears the burden of proving these
elements.*’ In Broadcom Corp. v. Qualcomm, Inc., the Federal
Circuit held the defendant “must have known or should have
known tha[t] its action would cause the direct infringement.”*®
Thus, prior to Global-Tech, a plaintiff could show merely that
the defendant was negligent—that the defendant “should have
known” that its actions would cause the infringement—instead
of proving knowledge and intent.

Then, in SEB S.A. v. Montgomery Ward & Co., the Federal
Circuit held that knowledge existed if the plaintiff proved the
defendant “deliberately disregarded a known risk [of] a protec-
tive patent.” In SEB, the defendant copied SEB’s product but
did not attempt to find out if SEB had a patent that covered
the product. The defendant requested a right-to-use opinion
from counsel, but did not notify its counsel that the defendant

had copied SEB’s product. Intentionally copying of SEB’s
product and failing to properly inform the opinion counsel of
copying were sufficient for deliberate indifference.”® So under
SEB, induced infringement could have been shown by proving
recklessness, rather than by proving knowledge and intent.

But, in Global-Tech, the Supreme Court affirmed that com-
mon law-like proof was required, rejecting Broadcom’s “knew
or should have known”—negligence—standard and SEB’s
“deliberate indifference”—recklessness—standard.”' The court
first noted that the induced infringement statute did not specifi-
cally require intent. It also noted that the case law was “less
clear than one might hope.” But utilizing law regarding “con-
tributory infringement,” the court held that “induced infringe-
ment under § 271(b) requires knowledge that the induced acts
constitute patent infringement.”>

The court then went on to affirm the result in SEB, while
rejecting its “deliberate indifference” alternative to proving
intent. The court first found that the alleged inducer “was
indisputably aware that its customers were selling its product
in this country.”* Then the court found the alleged inducer
“willfully blinded itself to the infringing nature of the sales.”
The court stated that “willful blindness is well established
in criminal law,” and, “[g]iven the long history of willful
blindness and its wide acceptance in the Federal Judiciary, we
can see no reason why the doctrine should not apply in civil
lawsuits for induced patent infringement.”> Although Justice
Kennedy, the sole dissenter, agreed that induced infringement
required knowledge of patent infringement, he disagreed
that willful blindness was sufficient to supplant knowledge:
“Willful blindness is not knowledge; and judges should not
broaden a legislative proscription by analogy.””’

The court thus required common law-like proof that “sur-
passes recklessness and negligence.” For willful blindness to
exist, “(1) the defendant must subjectively believe that there is a
high probability that a fact exists and (2) the defendant must take
deliberate actions to avoid learning of that fact.” In other words,
“a willfully blind defendant is one who takes deliberate actions to
avoid confirming a high probability of wrongdoing and who can
almost be said to have actually known the critical facts.”

Evidence of willful blindness in this case included direct
copying of a successful product, extensive market research
regarding the product, and deliberate copying of a non-U.S.
model of the successful product, where the copier was “well
aware that products made for overseas markets usually do
not bear U.S. patent markings.” But the court found “[e]ven
more telling” the fact that the infringer requested a right-to-use
opinion for the copied product without telling the attorney that
the product had actually been copied from another product.
This evidence was “more than sufficient” to find the infringer
“subjectively believed there was a high probability” the copied
product was patented, that the infringer “took deliberate steps
to avoid knowing that fact, and that it therefore willfully
blinded itself to the infringing nature of” the copied product.”

The court affirmed that common law-like proof should be
required for culpable mental states. For induced infringement
that mental state is intent or knowledge, and neither negligence
nor recklessness is sufficient to show intent or knowledge.
And, based on the seemingly broad analogy to criminal law, it
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will be interesting to see whether “willful blindness”—which
“surpasses recklessness and negligence”®—is adopted in other
areas of federal civil litigation where knowledge and intent are
the implicated culpable mental states.

Conclusion

The Supreme Court’s decisions in Safeco and Allison Engine
showed an emerging uniformity in common law-like proof of
culpable mental states. The Federal Circuit has contributed to
that uniformity in the context of willful patent infringement,
trademark fraud, and—more recently—patent inequitable
conduct. Specifically, Seagate requires proof of recklessness
for willful patent infringement, Bose requires proof of specific
intent for trademark fraud, and Therasense requires proof of
intent and knowledge for patent inequitable conduct. In these
cases, the Federal Circuit adopted common law-like proof of
the implicated culpable mental states.

Most recently, the Supreme Court strengthened the uni-
formity by clarifying the proof required for induced patent
infringement. In Global-Tech, the Supreme Court said neither
a negligence—"knew or should have known”—standard, nor a
recklessness—‘deliberate indifference”—standard, was suffi-
cient to prove knowledge or intent. Rather, if actual knowledge
cannot be shown, a plaintiff must at least show willful blind-
ness.®! This emerging uniformity agrees with the common law
of torts that distinguishes between elements of proof required
for intent, recklessness, and negligence. l
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