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Chapter 46.
Legal Opinions in Intellectual Property
Matters’

SCOPE

This chapter covers the different situations in which legal opinions in intellectual
property matters are required, including availability opinions, infringement opinions, due
diligence opinions for corporate transactions and opinions in response to an auditor’s
request. The chapter also covers the duties an attorney has when preparing opinions, the
appropriate standard of care and when an attorney can be held liable for malpractice for
giving an opinion. Samples of certain types of opinion letters are provided in the
Appendix.

SYNOPSIS
46.01 What Is A Legal Opinion?
46.02 What Is The Attorney’s Duty When Giving An Opinion?

[1] What Law Governs Legal Opinions?
[2] When Is An Attorney Liable For An Inaccurate Opinion?
46.03 Main Components Of A Legal Opinion Letter
46.04 Intellectual Property Related Opinions
[1] Opinions on the Availability of Patents and Trademarks
[a] Patents
[b] Trademarks
[2] Infringement-Related Opinions
[a] Patents
[b] Trademarks
fc] Copyrights
46.05 Other Opinions Related to Intellectual Property
[1] Due Diligence
[2] What Should the Due Diligence Investigation Address?
[a] Patents

" This chapter was originally prepared by Amy Benjamin of Darby & Darby. New York City. This
chapter was updated by Catriona M. Collins, an intellectual property attorney practicing in New York.
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[b] Trademarks
[c] Copyrights
[d] Trade Secrets
[3]1 Auditor’s Requests
46.06 Conclusion
Appendix 46A Sample Preliminary Trademark Opinion Letter
Appendix 46B Sample Response to Auditor’s Request
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46-3 WHAT IS A LEGAL OPINION? § 46.01

§46.01 What Is A Legal Opinion?

A legal opinion is the professional opinion of an attorney based on an investigation
of a set of facts and discussion of the applicable law. The opinion can either be oral
or in the form of a written letter. In general, legal opinions are used for a number of
reasons. For example, clients may want to be informed of the legal issues raised by a
particular transaction, or may need to establish that they have acted in good faith in a
transaction after the fact. In addition, clients may want advice on the steps they should
take in order to protect their interests. As intellectual property rights become
increasingly valuable and are the subject of many business transactions and litigations,
attorneys are more frequently called on to provide legal opinions concerning those
intellectual property rights—who owns them, what is their value, whether there are
any potential conflicts with the rights of a third party and whether a third party is
infringing those rights.
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§ 46.02(1] LEGAL OPINIONS 46-4

§46.02 What Is The Attorney’s Duty When Giving An Opinion?

[1] What Law Governs Legal Opinions?

An attorney has an obligation to conduct an appropriate investigation before
rendering an opinion to a client. However, it is sometimes difficult for attorneys to
determine when they have done enough research. Though each opinion will be unique
to facts of the situation, there are certain guidelines an attorney should always follow
in forming the opinion.

Three sources for these guidelines are: (i) Legal Opinion Principles;! (ii) Restate-
ment (Third) of the Law Governing Lawyers;? and (iii) Third Party “Closing”
Opinions.® These three documents, taken together, guide an attorney on the standard
of care he or she should follow when conducting an investigation and giving an
opinion, and they help standardize opinion letter practice. The Restatement sets forth
the principle that legal opinions are judged by “customary practice” of the legal
profession while Legal Opinion Principles and Third Party “Closing” Opinions define
that customary practice. Moreover, while these documents set out reliable guidelines,
they are only a generalization of legal opinion practice overall and are not specific to
any one area of law. Attorneys are also expected to follow the Model Rules of
Professional Conduct (“Model Rules”),* which outline the moral and ethical obliga-
tions of the profession. Finally, despite the fact that an attorney may want to protect
or please the client, there is a professional obligation to deliver the most accurate
opinion possible.

[2] When Is An Attorney Liable For An Inaccurate Opinion?

Because of the nature of the attorney client relationship, an attorney owes her client
a “duty of care” and can be liable for malpractice when a breach of that duty results
in harm to the client.® In the context of legal opinions, a client may be “harmed” when
it relies on an attorney’s opinion to the client’s detriment. However, because an opinion
is only a limited assurance by the attorney, the “harmed” client may have limited rights
to bring a claim against the attorney who gave the opinion. For example, an attorney
may be liable for harms that result from an incomplete or inaccurate opinion, but may
not be liable for merely being wrong.® Typically, courts will analyze the attorney’s

! Committee on Legal Opinions, ABA: Report: Legal Opinion Principles, 53 BUS. LAW. 831 (1998),
available at http://www.abanet.org/buslaw/tribar/.

2 Restatement (Third) of the Law Governing Lawyers (2000).

3 Tribar 1998 Report, Third Party “Closing” Opinions, 53 BUS. LAW. 591 (1998), available at
http://www.abanet.org/buslaw/tribar/.

4 Model Rules of Professional Conduct (1980). The Model Rules were approved by the American Bar
Association in 1983 and have largely replaced the Model Code of Professional Responsibility.

5 Bebo Const. Co. v. Mattox & O’Brien, P.C., 990 P.2d 78 (Colo. 1999) (recognizing an attorney owes
the client a duty of care and the attorney can be held liable if this duty is breached).

6 See, e.g., RTC Mortg. Trust 1994 N-1 v. Fidelity Nat'l Title Ins. Co., 58 F. Supp 2d 503 (D. N.J.
1999) (attorney’s inaccurate opinion, based on a failure to fully explain complicated legal issues, was
basis for liability in malpractice).
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46-5 WHAT IS THE ATTORNEY’S DUTY? $ 46.02[2]

behavior in light of the standards of the legal profession in general, as well as the
“specialization” of that attorney.” An attorney is not required to guarantee the
soundness of her opinion and is not liable for every mistake she may make in practice.
However, every attorney is expected to possess knowledge of those plain and
elementary principles of law that are commonly known by well-informed attorneys
and to discover those rules that, although not commonly known, may be readily found
by standard research techniques.®

In addition, the form and/or content of the legal opinion letter itself may determine
who has standing to sue for the “harm” arising from the attorney’s opinion (whether
inaccurate or not). In general, only the addressee of an opinion letter has standing to
sue the attorney who gave the opinion.? In certain circumstances, non-client third
parties who rely on an opinion to their detriment may also have standing to sue. This
arises when an attorney knows that the non-client third party will rely on the opinion.1©

7 See Lioyd v. Paine Webber, Inc., 208 F.3d 755, 760 (9th Cir. 2000) (citing, Felts v. National Account
Sys. Assoc., Inc., 469 F. Supp. 54, 67 (N.D. Miss. 1978)) (held that when counsel is in a “high speciality
field,” such as securities offerings. then counsel has a higher duty of care to the client to conduct falsities.).

8 See, e.g., In re Gibson & Cushman Dredging Corp., 225 BR 543 (E.D.N.Y. 1998) (attorney is not
infallible, but if attorney’s conduct falls below the ordinary skill and knowledge commonly possessed by
members of the profession attorney can be liable for malpractice).

® See Crossland Savings FSB v. Rockwood Ins. Co., 700 F. Supp. 1274, 1283 (S.D.N.Y. 1988) (An
attorney owes a duty to the client when providing a legal opinion. However, if the attorney’s purpose
behind the opinion is for the benefit or reliance of a third party, the attorney may owe a duty to the third
party as well.).

10 See M. JOHN STERBA, JR., LEGAL OPINION LETTERS, § 12.14, at 12.55-12.62 (3d ed. 2005
& 2009 Supp.); see also, Cambridge Factors v. Sturges & Mathes, 1992 Conn. Super. LEXIS 2140, at *3
(Conn. Super. Ct. July 15, 1992) (citing, Vereins-Und Westbank, A.G. v. Carter, 691 F. Supp. 704
(S.D.N.Y. 1988) (attorney is liable to third parties that relied on the attorney’s opinion)).
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§ 46.03 LEGAL OPINIONS 46-6

§46.03 Main Components Of A Legal Opinion Letter

Though each opinion letter is written to specifically analyze the issue at hand,
certain important components are always included. These components include:

The date. This limits the advice the attorney is rendering to the facts and law
as they exist on that date.

The addressee. This is often the client and typically, the only person or entity
with standing to sue.

Purpose of the opinion. The reason the opinion is being given (e.g., in response
to an auditor’s request or due to a charge of infringement).

Limits on the scope of the opinion. If there are any limits on the opinion, for
example, if the opinion is based only on the client’s documents and not an
independent investigation, this should be clearly stated.

Investigation. The exact nature of the investigation—what was done and what
facts were uncovered.

Definitions. Any important terms, even if obvious, should be defined.

Assumptions. If the opinion contains any assumptions of law or fact, these
should be set out, along with a caveat that if the assumptions are incorrect, the
opinion may change.

Conclusion and any recommendations. The opinion letter should clearly state
the opinion on the ultimate question (i.e. “Based on the foregoing, it is our
opinion that . . .”).

Signature. The opinion should be signed by the opining attorney.
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46-7 INTELLECTUAL PROPERTY RELATED OPINIONS § 46.04[1][a]

§46.04 Intellectual Property Related Opinions

[1] Opinions on the Availability of Patents and Trademarks

In its most simplistic sense, an “availability” opinion is an attorney’s opinion as to
whether or not a certain term (a trademark) or idea or product (an invention) can be
used, made and/or registered with the appropriate government agency. However, the
form and substance of an availability opinion in each of these areas is very different.

[a] Patents. In the area of patents, an availability opinion looks to the
“patentability” of a client’s proposed invention or product. Under 35 U.S.C. § 101
patents protect “any new and useful process, machine, manufacture, or composition of
matter” which meet the various requirements for patentability under the Patent Act,
such as novelty and non-obviousness under 35 U.S.C 102 and 103. These opinions
should be based on an investigation of whether a third party has already obtained a
patent for all or part of the client’s proposed invention and on whether the client’s
invention is already otherwise described or disclosed in whole or in part in the relevant
technical literature.

The amount of detail the attorney should put into a patent availability opinion
depends on the type of opinion the client requests. For example, a client may request
only a preliminary search and opinion on whether the invention will meet the
requirements for patentability. In order to reach an opinion, an attorney conducts a
search for “prior art.” In order to limit the cost, this type of search is often limited to
a review of patents and published patent applications in the United States Patent and
Trademark Office (“PTO”).2 The client’s proposed invention is then compared to the
prior art in order to determine whether the proposed idea is patentable in light of the
prior art. This determination includes evaluating whether the client’s invention is
“anticipated” under Section 102 and whether it is “obvious” under Section 103. The
anticipation analysis under Section 102 requires evaluating whether each element of
the invention is found in a single prior art reference, either expressly or under
principles of inherency.® Under Section 103 the obviousness analysis requires
evaluating whether the differences between the subject matter sought to be patented
and the prior art would have been obvious to one of ordinary skill in the art.4

1 See 35 U.S.C. § 102 (2002).

2 There are various electronic databases of U.S. Patents and published applications, e.g, the PTO web
site and Lexis provide full text patent searching.

3 Verdegal Brothers Inc. v. Union Oil Co. of California, 814 F.2d 628, 631 (Fed. Cir.), cert. denied
484 U.S. 827 (1987).

4 See 35 U.S. C. § 102, § 103 (2004); see also, J. THOMAS MCCARTHY, MCCARTHY’S DESK
ENCYCLOPEDIA OF INTELLECTUAL PROPERTY 341-3 (2d ed. 1998) (Prior art is “the existing
body of technological information against which an invention is judged to determine if it is patentable as
being a novel and nonobvious invention.”); see also, 2 CHISUM ON PATENTS, Matthew Bender &
Company, Inc. 2005. § 5.03 (Prior art includes “both references in the art in question and references in
such allied fields as a person with ordinary skill in the art would be expected to examine for a solution
to the problem.”). See also, KSR Int’l Co. v. Teleflex Inc., 550 U.S. 398, 417 (2007) (“When a work is
available in one field of endeavor, design incentives and other market forces can prompt variations of it,
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§ 46.04{1]{b] LEGAL OPINIONS 46-8

In form, the opinion letter should state the scope of the prior art search, identify the
prior art and analyze its relevance, and conclude with the attorney’s opinion as to
whether the client’s invention is likely patentable. Although, the client is not obligated
to obtain a preliminary opinion before filing a patent application, such an opinion
could save time and money because it addresses whether the invention is likely to be
approved by the PTO. A preliminary search will also aid in the prosecution of the
patent application by enabling the prosecuting attorney to draft patent claims that
avoid the closest prior art and, thus, will not need to be narrowed by amendment
during prosecution.®

A second type of patent availability opinion addresses the same issues as a
preliminary opinion but is based on a more comprehensive search called a “state-of-
the-art” search. A state-of-the-art search includes an investigation of U.S. and foreign
publications, U.S. and foreign patents and third-party uses or sales of products that
relate to the client’s invention. A professional patent searcher may be employed and
there are various databases of foreign patents that can be searched electronically.®

[b] Trademarks. An attorney’s opinion letter (and supporting materials)
should give a client a clear understanding of whether it can likely use and/or register
the proposed mark in connection with the goods or services at issue and, if so, how
easy or difficult it will be to enforce that mark against third parties.”

Trademark availability opinions may be based on either a “preliminary” or a “full”
search report. A preliminary search is merely a review of the PTO’s records of pending
trademark applications and registered marks (no state records or common law uses are
disclosed) and should only be used to determine if a proposed mark is unavailable (i.e.,
if there is already an application or registration on file for an identical or confusingly
similar mark for similar goods or services). This type of search is sometimes referred
to as a “knock-out” search. Because of the limited nature of these types of opinions,
their relatively low cost and the fact that they can usually be completed relatively
quickly, many clients find that they are a good tool for narrowing the choices among
multiple marks before the more costly and time-consuming comprehensive opinion is
obtained. However, the opinion letter based on such a search should expressly caution
the client that the basis for the opinion is so limited and does not address whether the
proposed trademark is ultimately availability for both use and registration.

either in the same field or a different one. If a person of ordinary skill can implement a predictable
variation, § 103 likely bars its patentability.”).

S See, Festo Corp. v. Shoketsu Kinzoku Kogyo Kabushiki Co., 535 U.S. 722, 733-734 (2002), holding
that a narrowing amendment to a patent claim during prosecution of the patent application may give rise
to prosecution history estoppel, so that the patent owner cannot later rely on the doctrine of equivalents
to prove infringement.

6 See, e.g., the European Patent Office’s website at http:/www.epo.org/.

7 The test of whether a mark is available for use and registration is whether the mark is likely to be
confused with any prior existing marks. Likelihood of confusion is determined based on a multi-factor test
that focuses primarily on the similarities between the marks in question and the similarities between the
respective goods/services in connection with which the marks are used.
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