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SUPREME COURT DECLARES: EXCEPTIONAL 
CASES “STAND OUT FROM OTHERS” 
BY ROBERT M. MASTERS, KEITH R. SYVERSON & LISA Y. LEUNG 

On April 29, 2014, the Supreme Court issued a pair of unanimous rulings that have the potential to 
change dramatically the patent litigation landscape and perhaps present the largest attack on non-
practicing entities seen to date. In Octane Fitness, LLC v. Icon Health & Fitness, No. 12-1184, the 
Supreme Court significantly reduced the burden that a prevailing party needs to prove an “exceptional 
case” warranting the award of attorney’s fees under 35 U.S.C. § 285. The Court made two key rulings. 
First, the Court reversed the Federal Circuit’s rigid two-part test that required a finding of both 
subjective bad faith and objective baselessness. Instead, the Court explained that an “exceptional” 
case “is simply one that stands out from others with respect to the substantive strength of a party’s 
litigating position … or the unreasonable manner in which the case was litigated.”  Slip op. at 7-8 (U.S. 
Apr. 29, 2014). Second, and equally important, the Court rejected the Federal Circuit’s finding that 
such a determination must be found by clear and convincing evidence. Instead, the Court emphasized 
that the exceptional case inquiry is a “simple discretionary inquiry” with “no specific evidentiary 
burden.”  Id. at 11. In a brief companion case, Highmark, Inc. v. Allcare Health Management System, 
Inc., No. 12-1163, the Court held that exceptional case determinations should be reviewed on appeal 
under an abuse-of-discretion standard because, in part, the district court is better positioned to make 
such a determination. Slip op. at 11 (U.S. Apr. 29, 2014). 

The result of these cases is that district courts will have significantly more power to award attorney’s 
fees to the prevailing party, while reducing the Federal Circuit’s ability to reverse the trial judge. 
Unfortunately, beyond holding that “[d]istrict courts may determine whether a case is ‘exceptional’ in 
the case-by-case exercise of their discretion, considering the totality of the circumstances,” the Court 
did not give much guidance on determining if a case “stands out from others.” Octane, slip op. at 8. 
This could prove challenging, particularly in situations where a district court may not have had strong 
experience with patent cases. As a practical matter, whether a patent case “stands out from others” 
likely differs from jurisdiction to jurisdiction. A typical “run-of-the-mill” patent case in the District of 
Delaware or the Eastern District of Texas is different from the typical case in the Northern District of 
California. This could further increase the incentive to forum shop. Moreover, the Court’s 
determination in Highmark that a district court’s determination should be reviewed for abuse of 
discretion will make it difficult for the Federal Circuit to achieve uniformity and police forum shopping. 

While the Federal Circuit’s review of exceptional case determinations will be limited moving forward, 
the Court was careful in Highmark to note that “the abuse-of-discretion standard does not preclude an 
appellate court’s correction of a district court’s legal or factual error.”  Highmark, slip. op. at 4 n.2. 
Given that a district court’s claim construction is currently reviewed de novo (at least for the time 
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being), the Federal Circuit will likely maintain the ability to police the over-application of the 
exceptional case doctrine based on the objective merits of a claim. 

The Court made clear that the exceptional case doctrine is inherently flexible and that fee shifting 
should occur more often in patent litigation disputes. While the merits of the two cases dealt with 
competitors embroiled in patent litigation, this ruling is clearly intended to address the proliferation of 
patent infringement cases initiated by non-practicing entities, and to provide a mechanism to ward off 
cases filed on facts with less than credible merits. In addition, it will likely impact the patent litigation 
reform bills currently being debated in the Senate. It has widely been reported that one of the major 
roadblocks to passing a patent litigation reform bill is the debate over the inclusion of modified fee-
shifting proposals. The Court’s decisions today have the potential to diffuse the debates and fast track 
a vote in the Senate. 
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