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where law students interested in intellectual property law can learn, lead, and have fun 
while engaging in one of the most important areas of law developing in the global economy.
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This paper discusses the practical application of established financial economic 
methods in evaluating the economic relevance of the patents of an early-stage firm 
operating in a nascent technology field. It does so using the example of Ambature, 
an Arizona-based high technology startup whose business model consists of 
licensing high temperature superconductivity. The patent analysis is performed 
from the perspective of this startup going into its first institutional round of funding.  
This study aims to facilitate the task of investing in early-stage technology firms 
while at the same time helping patent owners get a better grasp of how to put their 
intellectual property to work. In doing so,-the paper aims to promote active markets 
for patented technology.  

I. Scoping Investment Opportunities in Emerging Technologies 

In a post-credit crunch era, investors face low interest rates and are eagerly 
looking for alternative ways to put their money to work. Can new inventions 'and 
patents offer such an alternative? Adequately valuing potential returns on an 
investment and weighing them against the risk profile of the investment is crucial to 
any type of financial decision. Patents are no exception to that. The adequate 
valuation of patents thus plays a crucial role in vital markets for technology while at 
the same time allowing investors to make educated investment decisions. In spite 
of this, investors lack adequate information and knowledge about the valuation of 
patents as well the importance of patent valuation in an investment decision.  

The major challenge does not seem to be that patents cannot be valued for 
financial purposes, nor disposed of any intrinsic features that would prevent the 
establishment of secondary markets for innovation. The challenge is that investors 
are rather ignorant about patents and are not well informed on their risk and reward 
structures. Moreover, technology entrepreneurs seeking funding usually do not 
possess the necessary skill sets to communicate the value of patents. Current 
accounting standards, which reflect the value of patents only partially, do not make 
things easier.' This leads to market inefficiencies as valuable technology sits 
gathering dust while investors are not able to scope out potentially attractive 
financial opportunities. 2 A recent report issued by the European Commission calls 
for greater accountability in IP valuation, alongside a range of IP awareness raising 
mechanisms, to counteract this phenomenon.3 A similar position is being taken by 
the British Government, which has identified the lack of accredited valuation 
systems for patents as a major barrier to the promotion of intellectual property in 

1 See Roya Ghafele, Accounting for IP?, 5 J. INTELL. PROP. L. & PRAc. 521, 527 (2010) (discussing 
the problems with fair-value IP accounting).  

2 See id. at 527-28 (discussing problems with current IP markets).  
3 See Final Report from the Expert Group on Intellectual Property Valuation, European Comm'n, at 

7, 22-23, 57, 91 (Nov. 29, 2013), available at http://ec.europa.eu/research/innovation-union/pdf 
/KI-01-14 -460-EN-N-IPvaluationExpertGroup.pdf (detailing common problems with IP 
valuation and providing recommendations for improved IP valuation).
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financial markets.4 Certainly, the United States can offer a range of laudable 
exceptions such as Silicon Valley Bank, which has a decades-long track record of 
valuing patents.5 Yet institutions like these are the worthy exceptions, rather than 
the norm.  

Against this background, this paper's unique contribution is in showing how 
established financial economic methods. can be applied to value the patents of an 
early-stage firm operating in a nascent technology field. It does so using the 
example of Ambature, an Arizona-based startup seeking to license high-temperature 
superconductivity (HTS).6 The patent valuation is performed from the perspective 
of this startup going through its first institutional round of funding. In doing so, this 
article enhances the transparency of IP valuation and thus promotes access to 
funding of early-stage technology enterprises. Patents are often the most tangible 
assets that these firms dispose of. 7 Illustrating the potential use and value of their 
patents facilitates investment in early-stage technology by capturing the potential 
future revenue streams associated with their main business asset.8 

This paper is privileged to have access to otherwise confidential information.  
Ambature agreed to reveal to the public all information necessary for the patent 
valuation. By limiting the scope of the IP valuation to a very specific context, 
namely that of patents filed by a startup in the area of HTS for investment purposes 
only, this paper strongly reduces the complexity of the question of patent valuation 
and avoids the pitfall of trying to explain a multitude of patent valuation scenarios 
in varying contexts. It merely shows how patents can be valued within the narrow 
parameters of a company in this startup's situation and identifies the driving factors 
for the value of such patents. Thus, this paper does not claim to offer a one-size
fits-all approach to patent valuation.  

The paper is structured as follows. First, the need for patent valuation is 
established in light of an evolving patent paradigm, which views patents through an 
intangible-assets lens. Then the valuation methods of this paper are discussed in 
light of well-known financial valuation methods. The empirical part of the paper 
presents the specific context of HTS, the technology field this startup is active in.  

4 See Banking on IP? The Role of Intellectual. Property and Intangible Assets in Facilitating 
Business Finance, Intellectual Property Office, at 210, 214, 216-17 (Nov. 6, 2013) (by Martin 
Brassel & Kelvin King), available at http://www.ipo.gov.uk/ipresearch-bankingip.pdf [hereinafter 
Banking on IP?] (discussing barriers to IP markets in the U.K. and providing recommendations for 
overcoming these barriers).  

5 See About Silicon Valley Bank, SILICON VALLEY BANK, http://www.svb.com/about-silicon-valley
bank/ (last visited Jan. 9. 2015) (disclosing that Silicon Valley Bank's clients include 50% "of all 
venture capital-backed tech and life science companies in the US"); History & Timeline, SILICON 
VALLEY BANK, http://www.svb.com/Company/History-Timeline/ (last visited Jan. 9, 2015) 
(cataloging opening of first office in 1983).  

6 Corporate Info, AMBATURE, http://ambature.com/corporate-info/ (last visited Jan. 9, 2015).  
7 Banking on IP?,supra note 4, at 20.  
8 See id. at 209-10, 216-17 (discussing IP investor concerns and recommending ways to ease these 

concerns).

85



TEXAS INTELLECTUAL PROPERTY LAW JOURNAL

The article concludes by offering the estimated value of the patents of this specific 
startup and by underlining the preliminary role of patent valuation in making an 
investment decision in hopes of promoting IP financial markets.  

II. The Need for Patent Valuation 

The valuation of the portfolio of pending and granted patents of a startup often 
remains the best guess of the firm's value. 9 Because the value of an early stage 
business cannot be assessed directly, the valuation must be determined by the 
conditional probability that a patent will contribute to firm performance given the 
firm's intrinsic features." Patent filing has thus been repeatedly cited as a means 
for startups to accelerate the receipt of funding." As a consequence, startups have 
come to use patents to signal quality and to preserve their right to exclude others 
from a market. 12 Ambature, the startup analysed here, illustrates that patent filing 
also serves as a means to form strategic alliances, access markets, and promote open 
innovation.  

To successfully invest in a firm that owns early-stage technology patents, one 
must first understand the nature of patents and their economic features. Patents are 
temporary monopoly rights granted by the state to overcome market failures 
associated with the provision of knowledge. 13 The patent system provides inventors 
with an opportunity (but by no means a guarantee) to recover research and 
development (R&D) costs and eventually make a profit on an invention.4 In this 
sense, patents institutionalize a commercial paradigm over knowledge relations and 
allow knowledge and inventions to be placed into a market system. 15 In the absence 
of a functioning patent system as a market for knowledge, ideas and creativity 

9 See id. at 21 ("Many [small and medium sized enterprises] are asset rich and cash poor, but 
crucially their 'assets' are typically in intangibles rather than physical tangible assets .... ").  

10 See Mark A. Lemley & Carl Shapiro, Patent Holdup and Royalty Stacking, 85 TEX. L. REv. 1991, 
1995-97 (2007) (detailing a basic economic model for negotiated patent royalty rates).  

" See, e.g., David H. Hsu & Rosemarie H. Ziedonis,-Resources as Dual Sources of Advantage: 
Implications for Valuing Entrepreneurial-Firm Patents, 34 STRATEGIC MGMT. J. 761, 772 (2013) 
("[W]hile patents are generally important across founding teams, teams without IPO experience 
benefit more from patents in attracting prominent VCs in the initial round of funding.").  

12 See Uschi Backes-Gellner & Arndt Werner, Entrepreneurial Signaling via Education: A Success 
Factor in Innovative Start-Ups, 29 SMALL Bus. ECON. 173, 187 (2007) (discussing the use of 
patents as a signal for quality); Stuart J.H. Graham & Ted Sichelman, Why Do Start-Ups Patent?, 
23 BERKELEY TECH. L.J. 1063, 1081 (2008) (discussing the use of patents in market exclusion).  

13 See Ian David McClure, Commoditizing Intellectual Property Rights: The Practicability of a 
Commercialized and Transparent International IPR Market and the Need for International 
Standards, 6 BUFF. INTELL. PROP. L.J. 13, 16 (2008) ("In essence, a government-granted monopoly 
is endowed to the rights owner for all prospective opportunities to manage that idea."). See 
generally U.S. CONST. art. I, 8, cl. 8 (stating that patents promote scientific progress "by securing 
for limited Times to Authors and Inventors the exclusive Right to their respective Writings and 
Discoveries"); 35 U.S.C. 154(a)(2) (2013) (defining a patent term as 20 years).  

14 See John E. Dubiansky, An Analysis for the Valuation of Venture Capital-Funded Startup Firm 
Patents, 12 B.U. J. SCI. & TECH. L. 170, 173-74 (2006) (discussing the income-generating 
opportunities available to a patent owner).  15 See id. at 171-72 (discussing the emergence of a market for intellectual assets).
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would not be activated because there would be no system through which to realize 
their tradable worth.  

The introduction of a functioning patent system "renders embedded and tacit 

knowledge codifiable, functional and manageable." 16 Furthermore, it "enables the 

generation of surplus value."" By disaggregating an invention from its owner, 

patents are legally packaged for the transfer of ownership through a transaction and 

have value in themselves.18 Patents are thus resources of multiple advantages as 

they relate to commercial transactions. Patents, viewed through an intangible assets 

perspective, have the potential to become a "versatile article of trade" which bears 

intrinsic value uncoupled from the underlying business model.19 

A series of recent patent transactions underlines the argument. Nokia sold its 

mobile-phone business units to Microsoft in the fourth quarter of 2013 but kept its 

patent portfolio. 20 Similarly, Google sold Motorola to Lenovo in early 2014 but 

retained its patents.21 In 2011, 6,000 patents of the bankrupt Nortel Networks 

Corporation, worth $4.5 billion USD, were sold to Rockstar Consortium, a group of 

buyers composed of technology giants such as Apple, Microsoft, and Sony.2 2 In 

2014, speculators predicted that Blackberry could make a similar move and sell its 

patents to increase its cash reserves. 23 At the time, analysts estimated that 

Blackberry could expect some $2 billion USD for its patents.24 But which patents 

have the potential to generate billions of dollars and which don't? 

Patents are probabilistic property rights.25 High degrees of uncertainty are 

explained by legal, technological, and market risks. Essentially, they provide the 

16 Roya Ghafele & Benjamin Gibert, Promoting Intellectual Property Monetization in Developing 

Countries, 13 (World Bank, Policy Research Working Paper No. 6143, 2012), available at 

http://dx.doi.org/10.1596/1813-9450-6143.  
17 Id.  

18 See Anne Kelley, Practicing in the Patent Marketplace, 78 U. CHI. L. REV. 115, 123 (2011) 

(describing various patent transfer transactions and associated challenges).  
19 McClure, supra note 13, at 14; see id. at 127-28 (providing an example of a conceptual valuation 

model).  
20 Press Release, Nokia Corporation, Nokia to Sell Devices & Services Business to Microsoft in EUR 

5.44 Billion All-cash Transaction (Sept. 3, 2013), available at http://company.nokia.com/ 

en/news/press-releases/20133/09/03/nokia-to-sell-devices-services-business-to-microsoft-in-eur
544-billion-all-cash-transaction.  

21 Press Release, Google, Lenovo to Acquire Motorola Mobility from Google (Jan. 29, 2014), 

available at http://investor.google.com/releases/2014/0129.html.  
22 Peg Brickley, Nortel $4.5-Billion Patent Sale to Apple, Microsoft, Others Approved, WALL ST. J., 

July 11, 2013, available at http://online.wsj.com/news/articles/SB1000142405270230381 
2104576440161959082234; Pedro Hernandez, Apple and Microsoft's Rockstar Patent Group May 

Sell IP, EWEEK (Dec. 27, 2013), http://www.eweek.com/mobile/apple-and-microsofts-rockstar
patent-group-may-sell-ip.html.  

23 Sarah Cohen, Potential Buyers Wait for BlackBerry's Patents, FoRBES (Feb. 5, 2014, 11:00 AM), 

http://www.forbes.com/sites/sarahcohen/2014/02/05/potential-buyers-wait-for-blackberrys-patents.  
24 Id.  

25 Lemley & Shapiro, supra note 10, at 2004, 2019.
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patent owner with an option-but by no means a guarantee-to generate income.2 6 

While legal risks depend on the validity of the patent, technological and market 
risks are explained by the fact that technologies are subject to cycles and may 
become obsolete at some point or not be viable altogether. The value of a patent is 
thus based on the conditional probability that a firm will actually succeed in 
profiting from its patents given a range of heterogeneous risk factors.  

III. Drivers of Patent Value 

Since the early 1990s, there has been burgeoning academic literature that seeks 
to capture the value of patents through the analysis of publicly available indicators 
such as forward citations and the number of patent families. 27 A good example of 
this school of thought is the work of Tomo Fischer and Jan Leidinger, who studied 
Ocean Tomo's patent auction data and found that patent value is driven by both 
forward citations and the number of patent families. 2 8 While the study of easily 
compared patent matrixes comes in handy, it is seriously limited as a sole method 
for assessing patent value because it provides no insight into how a firm manages its 
patents or intends to put its patents to work. Also, it does not lend itself to the 
valuation of patents owned by startups in a nascent technology field. Such firms 
tend to own forward-looking portfolios, often characterized by patents for "nascent 
technologies that do not yet have any 'dominant designs', or ... [whose] 
ecosystems are rapidly changing." 29 

In nascent technology fields, a firm should be sure to build a patent fortress 
around an emerging technology space to make it very expensive or even impossible 
for competitors to invent around a firm's patented technology space.30 Patents of 
startups are, by their very nature, future-oriented because startups need to make sure 
they are not left out of future markets. 31 Looking at the capabilities that a firm has 
to unlock an emerging market is the only way to capture this key indicator. 32 

26 See supra notes 14-15 and accompanying text.  
27 See, e.g., Dietmar Harhoff, Francis Narin, F. M. Scherer & Katrin Vopel, Citation Frequency and 

the Value of Patented Inventions, 81 REv. ECON. & STATISTICS 511, 511 (1999) ("[P]atents of 
relatively high economic value are cited more frequently than are low-value patents."). See 
generally Adam B. Jaffe, Manuel Trajtenberg & Rebecca Henderson, Geographic Localization of 
Knowledge Spillovers as Evidenced by Patent Citations, 108 Q.J. ECON. 577, 580, 583 (1993) 
(discussing the use of patent citations and related issues).  

28 Timo Fischer & Jan Leidinger, Testing Patent Value Indicators on Directly Observed Patent 
Value-An Empirical Analysis of Ocean Tomo Patent Auctions, 43 RES. PoL'Y 519, 520, 526-27 
(2014) ("We find that forward citations and family size are significant indicators for patent 
value .... ").  

29 Mikael Collan & Kalevi Kylheiko, Forward-Looking Valuation of Strategic Patent Portfolios 
Under Structural Uncertainty, 18 J. INTELL. PROP. RTS. 230, 230 (2013).  

30 See Graham & Sichelman, supra note 12, at 1068-69, 1081 (discussing the benefits of "blocking" 
and "preemptive" patenting).  

31 See Collan & Kylheiko, supra note 29, at 230-31 (discussing the nature of future-oriented 
patents).  

32 See supra Partl.
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Patents in such specific contexts can thus be understood as internal resources 
that have the potential to provide their owner with a competitive advantage. This 
study conceptualizes patents as a bundle of productive resources whose purpose, 
along with external resources, is to foster the production and sale of goods and 
services at a profit. 33 In doing so, it takes advantage of management research 
conducted on the resource-based theory of the firm.34 Patents may therefore be 
understood as a source of economic rent for a firm since patents are costly to invent 
around and provide a temporary protection from imitation by other firms.35 

The value of patents is intertwined with the value of the underlying goods and 
services that they protect. According to Barney, "[Patent] resources are valuable 
when they enable a firm to develop and implement strategies that have the effect of 
lowering a firm's net costs and/or increasing a firm's net revenues beyond what 
would have been the case." 36 Thus, it is not the resources themselves that are 
valuable, but only the strategic opportunities they offer that are valuable. This is 
commensurate with Dubiansky's observation that patents have no intrinsic value.3 7 

The drivers of the commercial value of patents can be understood by looking at the 
peculiar features of the patent resources and investigating how they help a firm 
deliver goods and services more effectively than its rivals.3 8 Only then can one 
assess the rent-generating potential of the resources and understand how the firm 
could best exploit its patent resources.  

IV. Patent Valuation Techniques 

An early-stage firm can use its patents to bring a technology to market itself, or 
it can license its patents to third parties so that others can bring the technology to 
market.39 An early-stage firm can also use its patents to manage competition by 
either seeking to prevent competitors from accessing a given technology space or by 
using them as a bargaining chip to form strategic alliances with firms operating in 
the same technology space.40 So, the value of the patents can be grasped by 

33 See EDITH PENROSE, THE THEORY OF THE GROWTH OF THE FIRM 28 (4th ed. 2009) (providing an 

analogous description of business firms).  
34 See Yasemin Y. Kor & Joseph T. Mahoney, Edith Penrose's (1959) Contributions to the 

Resource-Based View of Strategic Management, 41 J. MGMT. STUD. 183, 188-89 (2004), for a 
discussion on Penrose's contribution to the resource-based theory of the firm.  

35 See Richard P. Rumelt, Theory, Strategy, and Entrepreneurship, in 2 INTERNATIONAL HANDBOOK 
SERIES ON ENTREPRENEURSHIP 11, 18-19 (Sharon A. Alvarez et al. eds., 2005) (discussing the 
factors that contribute to increased economic rent).  

36 Jay B. Barney & Ash M. Arikan, The Resource-based View: Origins and Implications, in THE 
BLACKWELL HANDBOOK OF STRATEGIC MANAGEMENT 124, 138 (Michael A. Hitt, et al. eds., 2001).  

3 See Dubiansky, supra note 14, at 173 ("A patent is worth nothing on its own. It is nothing more 
than a property interest in a right to make or sell an invention.").  

38 See PENROSE, supra note 33, at 21-22 (discussing the characteristics and usage of productive 
resources retained by firms).  

39 Dubiansky, supra note 14, at 173.  
40 See Graham & Sichelman, supra note 12, at 1066, 1068-69 (discussing potential incentives for 

startup companies to file patents).
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assessing the potential future royalty revenues or by evaluating the costs 
competitors would incur if they tried to invent around the patents.41 The paragraphs 
below explain how such business opportunities can be reflected in financial models.  

In the same manner that startups are valued, patents can be valued using cost-, 
market-, and income-based approaches. 42 The income-based approach assesses the 
value of a patent based on the net present value of the future income streams that 
the patent can generate. 43 Accordingly, the income-based approach assumes that 
the value of a patent is based on these future returns.4 4 The future income streams 
are calculated using either a discounted-cash-flow or a real-options approach.4 5 The 
discounted-cash-flow approach takes the cash flow forecasts for the useful life of 
the patent and adjusts them to account for the risks involved in income generation.4 6 

The real-options approach treats the patent as if it were an option that the owner can 
exercise if and when the benefits of patent use outweigh the costs of 
implementation. 47  This approach has found its application in Monte Carlo 
simulations, which have found relatively little use among patent valuation 
professionals. 48 This is so because it is a dynamic approach that reflects the 
consequences of duration and risks of licensing transactions. It is probably the most 
widely applied approach in practice. It is cautioned, however, that the real-options 
method does not allow one to grasp that proprietary technology is subject to 
technology life cycles. This is because technological relevance varies over the 
useful life of a patent asset, while the real-options method uses a constant discount 
rate throughout the life span. 49 

The relief-from-royalty approach looks at patent value as the price that a 
company aiming to commercialize the technology would be willing to pay for a 
license. 50 It can also express the amount of profit the startup may expect by making 
and selling the patent itself. This is done by means of comparison and identification 

41 See Roya Ghafele, Benjamin Gibert & James Malackowski, Emerging IP Monetisation Solutions: 
The Institutionalisation of an IP Exchange, 5 INT'L J. INTELL. PROP. MGMT. 115, 128 (2012).  

42 Dubiansky, supra note 14, at 174.  
43 Mohan Rao, Valuing Intellectual Property in Licensing Transactions, LICENSING J., June-July 

2008, at 20, 24.  
4 Id.  
45 Dubiansky, supra note 14, at 175.  
46 Id.  

47 Id.  
48 Monte Carlo simulations are algorithms that use repeated random sampling to generate numerical 

results; they are not widely appropriate for patent valuation procedures. For an explanation of 
Monte Carlo simulations and how they can be used to distort the value of IP, see Patrina 
Ozurumba, Information Under-Load: Rethinking IP Valuation in the Context of U.S. Securities 
Regulation, 19 J. L. Bus. & ETHICS 89, 95-96 (2013).  

49 See, e.g., Paul Flignor & David Orozco, Intangible Asset & Intellectual Property Valuation: A 
Multidisciplinary Perspective, WORLD INTELL. PROP. ORG. 14 (June 2006), http://www.wipo.int 
/export/sites/www/sme/en/documents/pdf/IPValuation.pdf (cautioning use of real option options 
approach).  5 Dubiansky, supra note 14, at 173-74.
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of benchmark profits." From an investor's point of view, this method is helpful 
because it provides insight into the resale value of a patent. 52 This method helps the 
investor understand the value a patent license could have in the market rather than 
what the underlying technology's potential future cash flows could be.5 3 In doing 
so, the relief-from-royalty approach looks at a patent asset as if it were a piece of 
machinery or other service equipment being put on the market.54 This approach has 
its shortcomings because it is usually hard to find comparable royalty rates for 
similar patented technology. 55 

The market approach determines patent value using a benchmark method. By 
identifying comparable licensing transactions in a given technology field, this 
approach allows for the estimation of royalty rates that can be used to determine the 
commercial value of patents. 56 This method involves an understanding of evolving 
technology trends and a grasp of the transaction value of patents in this field.5 7 In 
theory, the market approach is very appealing; however, in practice, opaque and 
non-transparent licensing markets seriously hamper it.58 Identifying comparable 
licensing transactions requires substantial knowledge of licensing markets in a 
given technology field. 59 Several databases have been established in this regard.6 0 

However, the very nature of bilateral licensing transactions makes it difficult to get 
an in-depth understanding of the features and volume of current deals.6 1 Another 
shortcoming of this method is that it assumes that the market is best to determine 
value.  

The cost method gives insights into how difficult it could be for competitors to 
invent around the startup's patents.62 This approach tends to be relatively 
conservative in nature. 63 By looking at historic costs associated with creating the 
underlying invention, the cost method captures the sunk costs associated with patent 
creation.64 This method factors in opportunity costs associated with potential delays 

51 See GORDON V. SMITH & RUSSELL L. PARR, VALUATION OF INTELLECTUAL PROPERTY AND 

INTANGIBLE ASSETS 243-44 (3rd ed. 2000) (defining benchmark profits between an enhanced 
product and a commodity product).  

52 Dubiansky, supra note 14, at 174.  

53 Id.  

54 Id.  
5 See Ozurumba, supra note 48, at 94 (criticizing the market-based approach due to the inaccuracy 

of IP valuations based on rumors or distinct pieces of IP).  
56 Dubiansky, supra note 14. at 174; Kelley, supra note 18, at 124 n.56.  
57 Dubiansky, supra note 14. at 174-75.  
58 Id.  

59 Id.  

60 See generally THOMSON REUTERS, 2012 STATE OF INNOVATION 3-4 (2013) (utilizing the Derwent 
World Patents Index database), available at http://img.en25.com/Web/ThomsonReutersScience 
/1002126.pdf.  

61 Dubiansky, supra note 14, at 174-75.  
62 See Rao, supra note 43, at 21 (discussing the cost approach in the context of patent licensing).  
63 See generally Ghafele, Gibert & Malackowski, supra note 41, at 128 (discussing the cost approach 

in reference to unit license right (ULR) contracts).  
64 Dubiansky, supra note 14, at 174.
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and risks associated with the failure of replication. 65 In doing so, the cost method 
looks at historic costs and therefore avoids speculation. 66 This approach is most 
commonly used for accounting purposes. The cost approach has a couple of 
shortcomings as well. The value of a patent is more than the sum of its parts. In the 
absence of adequate ways to invent around a patent and of determining opportunity 
costs, the backward-looking nature of the historic-cost approach may not allow one 
to capture the dynamic opportunities and risks associated with patent ownership. 67 

V. Case Study of Ambature 

A. The Technology Sector: High-Temperature Superconductivity 

Ambature, which engages in the R&D of HTS and extremely low resistance 
(ELR) materials, filed the pending patents valued in this study. Ambature seeks to 
modify existing high-temperature superconducting materials such that zero to low 
electrical resistance is achieved at a temperature close to room temperature.6 8 This 
is groundbreaking research that has the potential to substantially transform the 
current functioning of a range of markets. Ambature focuses most of its research 
efforts on A-axis thin films because it believes this is essential to creating the effect 
of HTS and ELR on materials. These films are characterized by growing vertically 
along the A-axis, which leads to the ability to execute certain additional important 
applications. The synthetic material that Ambature seeks to develop could be used 
as a substitute for a range of materials in existing commercial applications and 
could bring products and services to market that currently do not exist.  

The firm describes itself as "an advanced materials, technology development, 
and intellectual property licensing company."6 9  Ambature's technical 
implementations include extremely low resistance nanowires, inductors, capacitors, 
transistors, rotating machines, bearing assemblies, transformers, power transmission 
components, fault current limiters, magnetic resonance imaging (MRI) components, 
Josephson junctions, quantum interference devices, antennas, filters, sensors, 
actuators, interconnects for system in package (SIP) applications, interconnects for 
micro-electromechanical systems (MEMS), interconnects for radio frequency (RF) 
circuits, integrated circuit devices, and energy storage devices. 70 

As of August 31, 2014, Ambature has received $15,759,722 in funding, mainly 
from high net worth individuals.7 1 Ambature's technology development is done 

65 Weston Anson, David Noble & Jemma Samala, IP Valuation: What Methods Are Used to Value 
Intellectual Property and Intangible Assets?, LICENSING J., Feb. 2014, at 1, 3.  

66 See id. at 2 (noting that the cost method can utilize hard, soft, and market historical costs).  
67 See Rao, supra note 43, at 22 (discussing the drawbacks of the cost approach).  
68 Ambature, Inc., Ambature Business Plan 4 (Apr. 2011) (confidential and proprietary) (on file with 

author).  
69 Id.  

70 U.S. Patent Application No. PCT/US2012/031554, at 1-2 (filed Mar. 30, 2012) (published as WO 
2012/135683 Al).  

71 Balance Sheet for Ambature, Inc. (Aug. 31, 2014) (confidential) (on file with author).
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within the facilities of Arizona State University (ASU), which is one of the few 
universities that possess the necessary physical infrastructure to undertake such 
research. A short overview of the technology field in which the firm operates helps 
to understand the transformative value of this type of R&D and thus contributes to 
determining the value of this firm, whose business model is primarily patent driven.  

B. Superconductivity: Potentially a Game Changer 

Superconductivity is a quantum mechanical phenomenon characterized by zero 
electrical resistance as a current flows through a material at certain temperatures. 72 

Superconductive materials also expulse magnetic fields when cooled below a 
characteristic temperature. 73 Over one hundred years ago, Dutch physicist Heike 
Kamerlingh Onnes discovered that the electrical resistivity of metallic conductors 
decreases as the temperature is lowered, and, that at the same time, the conductivity 
of the conductors becomes infinite. 74 Onnes received the Nobel Prize in Physics in 
1913 for his work in this area. 75 Since then, major scientific progress has been 
made, and, in 2009, a superconducting material operating at -2F was put forward 
for the first time.76 

In spite of these important scientific advances, there is still some way to go 
before superconductivity can be commercially applied on a large scale. This is 
because existing commercial applications of superconductivity depend to a large 
extent on expensive cooling systems, which are neither environmentally friendly 
nor commercially attractive in the long run.7 7 Thus, the major challenge remaining 
is to identify and modify superconducting materials such that zero to low resistance 
is achieved at close to room temperature. 78 .Should this major breakthrough be 
achieved on a large-scale commercial basis, this technology has the potential to 
fundamentally transform energy markets, as well as a range of other markets such 
as cell networks, quantum computing, sensor technology, and medical imaging.7 9 

Superconductors offer a series of advantages over ordinary conductors. Because of 
minimal energy losses, superconductors are energy and cost efficient. 80 This 
technology also helps reduce the size and weight of. motors, generators, and 

72 J. C. GALLOP, SQUIDS, THE JOSEPHSON EFFECTS AND SUPERCONDUCTING ELECTRONICS 3, 8 (1991).  

7 Id. at 3.  
74 Dirk van Delft & Peter Kes, The Discovery of Superconductivity, PHYSICS TODAY, Sept. 2010, at 

38, 38.  
75 The Nobel Prize in Physics 1913, NOBELPRIZE.ORG (last visited Oct. 26, 2014), http://www.nobel 

prize.org/nobel-prizes/physics/laureates/1913/.  
76 See ANDREW MCWILLIAMS, BCC RESEARCH, SUPERCONDUCTORS: TECHNOLOGIES AND GLOBAL 

MARKETS 12-14 (2014) (discussing the history of superconductivity) [hereinafter MCWILLIAMS 

(2014)].  
77 See ANDREW MCWILLIAMS, BCC RESEARCH, SUPERCONDUCTORS: TECHNOLOGIES AND GLOBAL 

MARKETS 7 (2008) (explaining the impracticality of superconductor cooling requirements) 
[hereinafter MCWILLIAMS (2008)].  

78 See MCWILLIAMS (2014), supra note 76, at 15-16 (discussing the limitations of superconductors).  
79 See id. at 18-19 tbl.1 (listing the major applications and end uses of superconductors).  
80 Id. at 14.
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supporting equipment.81 Because of their superior electrical performance and lower 
power consumption, superconductors can also overcome shortcomings of silicon
based electronics.82 In addition, they operate as sensors with close to zero noise.83 
Despite their advantages, superconductors also suffer from a range of limitations.  
These include their existing low temperature requirements, brittleness, and 
sensitivity to changing magnetic fields. 84 

VI. Ambature's Patent Strategy 

While Ambature plans to produce commercial materials that exhibit low 
resistance at close to room temperature, it does not seek to bring products to market 
by itself.85 Instead, it seeks to license its portfolio of issued and currently pending 
patents to corporations that have the necessary means to bring the technology to 
market. 86 By initially identifying one single strategic partner who can bring the 
technology to market per technology field, Ambature can tap into the advantages 
that big corporations bring to the table and thus realize many of the management 
tactics proposed by "open innovation." 87 Large firms can exploit innovative 
technology on a greater scale and thus derive considerable value from it due to their 
access to complementary assets necessary for the distribution, marketing, and 
manufacturing of products.88 

Ambature need not have all these complementary assets itself. By entering 
into strategic partnerships, it can significantly reduce its cost structure and rely on 
its patents as a medium of exchange. 89 As a firm specialized in "exploration," 
Ambature can license its patents to corporations that benefit from the economies of 
scale necessary to efficiently exploit them.9 0 The out-licensing of patent rights can 

81 Id. at 15.  
82 Id.  

83 See id. at 31 (noting, for example, that superconducting quantum interference devices, or SQUIDs, 
are utilized in extremely sensitive microscopes "allowing for the study of properties of matter that 
cannot otherwise be observed").  

84 MCWILLIAMS (2014), supra note 76, at 15.  85 Ambature Business Plan, supra note 68, at 4, 9.  
86 Id.  

87 See Henry Chesbrough & Roya Ghafele, Open Innovation and Intellectual Property: A Two-Sided 
Market Perspective, in NEW FRONTIERS IN OPEN INNOVATION 191, 204-06 (Henry Chesbrough, 
Wim Vanhaverbeke & Joel West eds., 2014) (suggesting that open innovation can enable 
intellectual-property assets to be traded to transfer technology and to share ideas).  

88 Ashish Arora, Andrea Fosfuri & Alfonso Gambardella, Markets for Technology and Their 
Implications for Corporate Strategy, 10 INDUS. & CORP. CHANGE 419, 427-28 (2001).  

89 See, e.g., id. at 439-40 (noting that Cambridge Display Technologies "entered into licensing and 
co-development and manufacturing deals with companies like Philips Electronics, Seiko-Epson, 
Hoechst and DuPont").  

90 See id. at 437, 441 (discussing the suitabilityof "exploitation" and "exploration" for large and 
small firms).
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also maximize profits, while optimizing R&D costs. 91 It can spur the efficient 
utilization of R&D output beyond the scope of core business and permit the sharing 
of risks associated with R&D investment. 92 Out-sourcing also gives Ambature, a 
startup firm, a chance to enhance its reputation while field-of-use restrictions of 
licensing agreements assure avoidance of target market-share dilution. 93 The 
philosophy behind Ambature's patent engine is to develop a portfolio that is 
difficult to invent around and easy to license because of the value added by the 
licensor. 94 

Key executives of Ambature can look back at over two decades of experience 
in IP licensing and litigation, 95 which bears the advantage of a strong track record in 
negotiating licensing agreements. Senior management of the firm also have an 
extensive network of potential licensees. 96 

While Ambature prefers to license its IP on amiable terms, it has developed 
two strategies to manage its costs and inherent risk for patent enforcement. The 
first strategy is to obtain IP infringement insurance, and the second strategy is to 
establish relationships with other IP licensing firms that will enforce Ambature's 
patents at the IP licensing firm's cost. These firms do this as part of their business 
model in exchange for a share of the litigation proceeds. 97 The latter decision to 
engage with patent assertion entities is driven by cost because recruiting in-house 
and outside counsel is expensive, particularly in light of an expensive process and 
uncertain outcome. 98 The drawback of this tactic is that patent assertion entities 
keep a significant portion of licensing fees and are, by and large, viewed as 
problematic. 99 The political debate on the harmful role of patent assertion entities is 
self-explanatory in this regard.  

A. Bilateral Licensing Markets Limit Ambature 

As a licensing company, Ambature will be pursuing a bilateral licensing 
model, which is the traditional model for the transfer of patent rights.10 The 

91 See e.g., id. at 436-37 (illustrating the profit and cost optimization using Dow Chemical's 

reorganization in 1994, which significantly grew patent licensing revenues while reducing R&D 
costs).  

92 See id. at 434-37 (discussing the licensing effect on R&D for several large companies); 
Dubiansky, supra note 14, at 183 (discussing the technical risks associated with R&D projects).  

93 See David J. Teece, Profiting from Technological Innovation: Implications for Integration, 
Collaboration, Licensing and Public Policy, 15 RES. POL'Y 285, 290 (1986) (discussing the use of 
contractual relationships by small companies for name recognition and reputation benefits).  

94 Ambature Business Plan, supra note 68, at 9.  
95 Id. at 5-6.  
96 Id.  

97 Graham & Sichelman, supra note 12, at 1076.  
98 See Kelley, supra note 18, at 119 (discussing patent assertion firms and their motivations).  
99 See Graham & Sichelman. supra note 12, at 1064-65, 1076 (discussing the tactics of "patent 

trolls").  
100 See Ashish Arora & Andrea Fosfuri, Licensing the Market for Technology, 52 J. EcoN. BEHAV. & 

ORG. 277, 277-78 (2003) (discussing the role of licensing in the technology industry).
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bilateral licensing model is, however, shackled with transaction costs, which can 
occasionally be so high that they mitigate the entire value that could potentially be 
generated.101 This model is thus frequently cited as an inefficient means of 
extracting value from technology.102 

All licensing deals are the result of "one-off' negotiations, essentially forcing 
parties to repeatedly go into enormous detail over every facet of the bargain in 
every licensing transaction.103 Ambature's licensing model will thus be hindered by 
the current licensing market structure, which is characterized by serious market 
shortcomings. The clandestine dynamics of these bilateral licensing transactions 
hinder Ambature, just like other market participants, from transferring its patent 
rights in a quick and easy way, effectively limiting the acceleration of technology 
commercialization.' 0 4 A too-intense collaboration with non-assertion entities may 
also expose the firm to a host of international criticism associated with these types 
of corporations.' 0 5 

VII. Ambature's Patent Portfolio 

Ambature has filed patents for what may be considered transformative 
technology. Most importantly, its A-axis thin film technology constitutes a novel 
approach to creating high-temperature superconductors.10 6 The firm is currently in 
the process of testing to what extents its materials can be used to achieve a 
superconducting effect at close to room temperature with lower rates of resistance.  

At the time of this writing, Ambature's patent portfolio comprises 171 issued 
and pending patents that cover a significant portion of the emerging 
superconducting sector.107 These patents were analysed for this study, although 
focus is given to a 700-page Patent Cooperation Treaty (PCT) patent, number WO 
2012/135683 Al.  

VIII. Market Factors 

With nascent technologies, there is always some uncertainty in projecting how 
soon and how extensively a technology will impact the marketplace.1 0 8 One way to 

101 See Dubiansky, supra note 14, at 188 ("There is potential risk of patent illiquidity due to the high 
transaction costs of a licensing deal.").  

102 See, e.g., Arora & Fosfuri, supra note 100, at 278-79 (discussing the inefficiencies and potential 
adverse effects of licensing activity).  

103 See Dubiansky, supra note 14, at 188-89 (explaining why transaction costs can contribute to the 
illiquidity of patents).  

104 See McClure, supra note 13, at 14, 18-19 (discussing the limitations of the current IP market and 
the need for increased transparency).  

105 See supra notes 97-99 and accompanying text.  
106 See U.S. Patent Application No. PCT/US2012/031554 (filed Mar. 30, 2012) (published as WO 

2012/135683 Al).  
107 Ambature's patent portfolio currently comprises 165 provisional applications (published in PCT 

application WO 2012/135683 Al), 5 granted patents, 9 pending utility applications, and additional 
pending international applications (information correct as of Oct. 15, 2014).  

108 See supra note 29 and accompanying text.
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assess the market impact of a nascent technology is to compare the projections of 
various financial analysts, which offer higher confidence in determining how the 
technology market will develop. The analysts, BCC Research, 10 9 Mulholland,"' 
and Global Industry Analysts,111 primarily study superconductor markets. Table 1 
below shows that analyst expectations for superconductor markets are relatively 
consistent. Interestingly, two consistent reports from the same analyst vary, with 
the later report being significantly more conservative on the market capture 
potential.112 This seems to indicate a confidence that the technology will bring 
about a fundamental change but with greater realism as to the initial pace of 
adoption.  

For the purpose of this valuation, this study relied on the figures of BCC11 3 

because its projections were the most conservative. In using the projections from 
the most conservative analyst report,"4 the risk from alternative, non
superconducting technologies is effectively eliminated because it is not included in 
the BCC projections.  

According to BCC, the superconductor market is expected to grow from the 
current level of approximately $2 billion to $3.3 billion in 2017.115 A conservative 
extrapolation of this projection gives a market size estimate of $8 billion by 2032, 
when the patents under investigation here will expire. 116 Table 1 below shows the 
analyst projections for the various sub-segments of the market for superconductors 
over the next ten years. Analyst projections show significant early growth in the 
field of superconducting magnets, particularly in health care (for MRIs) and 
"science, research, and technology development" (for particle accelerators and 
detectors).1 17 The projections also show important growth from a low base for 

109 See ANDREW MCWILLIAMS, BCC RESEARCH, SUPERCONDUCTORS: TECHNOLOGIES AND GLOBAL 

MARKETS 3 (2012) ("BCC Research has been tracking new developments in superconductivity 
since the publication of its first study of the superconductor industry over. 10 years ago.") 
[hereinafter MCWILLIAMS (2012)].  

110 See JOSEPH MULHOLLAND, THOMAS P. SHEAHEN & BEN MCCONNELL, ANALYSIS OF FUTURE PRICES 

AND MARKETS FOR HIGH TEMPERATURE SUPERCONDUCTORS, . available at http://web.oml.gov 

/sci/htsc/documents/pdf/Mulholland%20Report%20063003.pdf (discussing high temperature 
superconductors and their impact on the national electrical system for the next 25 years).  

1" See GLOBAL INDUS. ANALYSTS, INC., SUPERCONDUCTORS-A GLOBAL STRATEGIC BUSINESS 
REPORT (2014), available at http://www.strategyr.com/SuperconductorsSuperConductors_ 
Market_Report.asp.  

112 Compare MCWILLIAMS (2008), supra note 77, at 35 (anticipating a compound annual growth rate 
of .13.9% for 2008-2013), with MCWILLIAMS (2012), supra note 109, at 37 (anticipating a 
compound annual growth rate of 12.6% for 2012-2017).  

113 MCWILLIAMS (2012), supra note 109.  
114 Id.  
115 Id. at 37.  
116 See infra Table 1.  
117 See MCWILLIAMS (2012), supra note 109, at 65-66 (predicting a compound annual growth rate of 

3.6% for magnets used in health care and 7.5% for magnets used in science, research, and 
technology development).
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superconducting current leads and for superconducting RF/microwave filters (for 
use in cell towers). 11 8 

A. Ambature's Share of the Market for Superconductivity 

Obviously, the share of the market that can be grasped by Ambature is not 
equal to the total market size for superconductivity. Rather, its market opportunity 
constitutes only that fraction of the HTS technology sector that can be obtained by 
licensing its patents. In claiming its share of the market, Ambature will be 
constrained by competition, the bargaining power of potential licensors, and 
transaction costs associated with licensing arrangements. 119 

The value of Ambature's patent portfolio is furthermore influenced by external 
factors such as population growth and the demand for electricity, the costs of 
electricity and energy, and interest rates, which can be derived from fixed income 
futures. On the basis of this information, a weighted average of these various 
means of assessing the startup's share of the market was calculated.120 This 
combination of approaches assesses patent value beyond its legal and scientific 
scope and captures its economic value. The quantitative approach now presented 
was supplemented in the previous sections by a qualitative assessment of the firm's 
internal capability to take advantage of this market opportunity. In this way, the 
valuation model pays justice to theorists of the resource-based view of the firm."2 

118 See id. at 129, 147-48 (predicting a compound annual growth rate of 21.1% for current leads and 
4.6% for RF/microwave filters).  

119 See McClure, supra note 13, at 19 (discussing various potential difficulties in IP licensing).  
120 See infra Table 3 (listing Ambature's weighted average share as 25.8%).  
121 See supra notes 33-38 and accompanying text.
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1. Royalty Rates 

This study considers potential revenues from the out-licensing of elements of 

the portfolio for contemplated products and seeks comparable transactions to 

estimate likely terms. Since there are very few licensing transactions in the field of 

superconductivity, 23 licensing rates typical of the sectors where this technology 

could be applied were studied. Market value is estimated by assigning the typical 
royalty rates used in different markets to the number of products actually sold. Our 

internal analysis suggests that the average royalty rate for superconductivity 

technologies was around 3.5%.124 The typical royalty rate in industries where this 
technology could be applied was about 5.3%.125 As an additional check, the typical 

royalty rates used in the primary industries impacted by Ambature's technologies 

were also reviewed. These rates were consistent with the data discussed above and 

thus help justify the royalty rates used in this patent valuation.  

2. Patent Intensity 

A search of the patents filed with the United States Patent and Trademark 

Office (USPTO) over the last ten years in the area of HTS shows that Ambature 

owns over 50% of the patents issued or filed in this space. 126 Other patent offices 
are not included since every major development will involve filing with the USPTO 

either directly or through the Patent Cooperation Treaty (PCT) of the World 
Intellectual Property Organization (WIPO). This is a very conservative approach; 

we do not attempt to include any 2013 revenues and almost none in 2014 in our 

analysis because some patents will presumably be granted during 2014. However, 
with their delay in funding, that may not be the case now.  

123 See Kelley, supra note 18, at 135-36 (observing that licensing agreements are often confidential 

and require consent prior to disclosure, which is difficult and not feasible on a large scale). For an 

overview of the wide range of applications for superconductivity, see McWILLIAMS (2008), supra 

note 77, at 10.  
124 Internal Estimate by Oxfirst (confidential and proprietary) (on file with author).  
125 Id.  
126 See infra Table 2 (listing the number of high-temperature superconductivity patents held per 

company).
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Table 2: Comparison of HTS Patent Share for Major Industry Players '2
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Ambature's high share of HTS patents derives not just from a solid team of 
inventors-the lead inventor was ranked 8th among the one hundred top inventors 
worldwide 128-but also from the efficiency with which the IP has been harvested.  
Ambature's process includes gathering the R&D team for extensive meetings, 
during which all of the team's progress, ideas, technical breakthroughs, including 

127 Table created using data from USPTO Patent Full-Text and Image Database, U.S. PAT. & 
TRADEMARK OFF., http://patft.uspto.gov/netahtml/PTO/search-adv.htm (enter in "Query" box: 
(spec/(hts AND superconduct$) AND (ISD/20050101->20141231) AND an/"[company name]") 
(last visited Oct. 15, 2014).  

\28 Top Inventors for Class "Superconductor Technology: Apparatus, Material, Process," 
PATENTDOCS, http://www.faqs.org/patents/top/top-inventors-class-000325329/ (last visited Oct. 15, 
2014).
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theoretical future possibilities, are carefully documented. Priority is then 

established with a provisional application that is subsequently converted into a 

patent application. 129 As a result of this process, there is a breadth to Ambature's 

prospective patent portfolio that makes a range of potential licenses quite probable.  

This includes potential licenses for the superconducting material itself, the 

manufacture of the material, the arrangement of the material in coils or lattices, and 

the transmission of power to and from a device.  

3. Patent Claims Analysis 

The claims in Amiature's patents cover every currently contemplated aspect of 

superconductivity, including the materials, the manufacturing processes, and the 

products incorporating superconducting technology. 130  Some of these claims are 

very broad, such as the claims for computing, electrical, and mechanical devices, 

each of which comprises "a component formed at least in part of an extremely low 

resistance (ELR) material, the ELR material operating in an ELR state at 

temperatures greater than 150K."131 A claim's analysis shows that the number of 

claims in Ambature's patents is above the industry average. Ambature has an 

average of over 21 claims per patent, whereas the industry average is approximately 

17.132 The median for Ambature is 22 claims per patent compared to an industry 

median of 16 claims per patent.133 Table 3 below also compares the number of 

patents Ambature owns in HTS and ELR materials with the industry average over 

the last ten years.  

129 See 37 C.F.R. 1.53(c) (2014) (stating the requirements for a provisional application).  
130 See McWILLIAMS (2008), supra note 77, at 10 (listing major applications of superconductivity).  
131 U.S. Patent Application No. PCT/US2012/031554, at 395 (filed Mar. 30, 2012) (published as WO 

2012/135683 Al).  
132 Dennis Crouch, Claims in Issued Patents, PATENTLY-O (Feb. 22, 2013), http://patentlyo.com 

/patent/2013/02/claims-in-issued-patents.html.  
133 Id.
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Table 3: Benchmark of Ambature's Patents Claims Against Industry 
Average 134 

Quantitative Comparison 

Ambature 
Patents Share Weight 

No. of Ambature Superconducting Patents 2014 171 
No. of ELR Patents Dec.  
2013 3 
No. of ELR Patents Dec.  
2014 3.1 98.2% 0.0% 
No. HTS Patents 2013 1,033 
No. HTS Patents 2014 1,068 16.0% 70.0% 
No. Ambature HTS Patents Pending & Issued 171 16.0% 
No. of HTS Patents Applied for in Last Ten Years 356 

No. of HTS Patents Applied for in Last Ten Years 
in 2014 368 46.5% 15.0% 

No. HTS Patents Excluding Those Licensed by 
Ambature 1 
Ambature Share of Major AC Player Patents 171/334 51.0% 15.0% 
Weighted Average Ambature Share 25.8% 

Claims Average Median 
Industry 17 16 
Ambature 21 22 
% Difference 26% 38% 

134 Table created using data from Crouch, supra note 132, and U.S. PAT. & TRADEMARK OFF., supra 
note 127.
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B. How these Market Insights Inform the Income Method 

Table 4: Market Insights Gained135 

Two Year Patent Growth (Derwent, 2012) Ambature share of HTS Market (Analyst Reports) Weighting Coefficients (Share) 
Telecom 75,9%ShareTraditional 201 Marketk Nariker, 2004) 2,1% E.hare 0% 
Semiconductors -2,80% HTS Share of LTS and HTS 9.3% HTS Share 70% 

Medical Devices 15 % ech share o"gr isWacWtity ma t lMclenzie,2 11 20.0% recent ( r ) HT$ Share 15 
Average 1 year 3.40% Licensing share of Tech Share of SC market 25.0% % Major SC Players 15% 

Am. share of high tEh HTS licensing )USPTb) 25.8 
Predicated on: Licensing share of SC market (IPTechex, 2013) 4,3% Licensing Expenses 

Brokerage 
Fee 

*Ambature acquires sufficient funding to add (Hutter, 
all claims Ambature share of HTS Market 11% 2009) 22% 
*DOE maintains HTS support at current levels 

Based on these insights, Ambature's share of the HTS market can be predicted.  
This study conservatively estimates Ambature's share to be not more than 1.1% of 

the total market. This figure derives from the size of the HTS market as estimated 

by analysts, as well as from the licensing revenues that Ambature can expect to 

obtain in this market. The latter, as previously discussed, was derived from the 

patent data accumulated from the USPTO (claim's analysis, claim's intensity, and 

subject matter of the claims), as well as from Derwent's outlook on the two-year 

patent growth in the sectors where Ambature is most likely to close licensing 

deals. 136 

The respective metrics are shown in Table 4 above. Because Ambature is a 

startup active in a nascent technology field, it is not possible to substantiate the 

weighting coefficients used with solid data. While this may not seem very rigid, it 

is preferable to a typical practitioner's process, which only uses one single method.  

Using a range of different coefficients allows for errors inherent in each approach to 

be minimized.  

To allow for the costs of monetizing the portfolio, it is assumed that it will be 
monetized through a patent broker, and that a fee of 22% will be charged. This fee 

is justified with reference to major patent brokers, which charge about 25%.137 

Because of the size of the portfolio, it is very likely that Ambature will obtain a 

discount of at least 3%.138 Again, this is a conservative assumption because the 

company could likely license its own technology more efficiently and with lower 

135 Table created using data from Ole Tonnesen & Jacob Ostergaard, High Temperature 

Superconducting Cables, in HIGH TEMPERATURE SUPERCONDUCTIVITY 2: ENGINEERING 

APPLICATIONS 537, 563 (Anant V. Narlikar ed., 2004); MCWILLIAMS (2012), supra note 109; 
MULHOLLAND ET AL., supra note 110; THOMSON REUTERS, supra note 60, at 5; IP Landscaping, IP 
TECHNOLOGY EXCHANGE, http://iptechex.net/ip-analytics/; Jackie Hutter, An Introduction to Patent 

Monetization Resources for Corporations and Entrepreneurs, IP ASSET MAXIMIZER BLOG (Mar.  

20, 2009), http://ipassetmaximizerblog.com/an-introduction-to-patent-monetization-resources-for
corporations-and-entrepreneurs/; and U.S. PAT. & TRADEMARK OFF., supra note 127.  

136 See discussion supra Part VIII.A; THOMSON REUTERS, supra note 60, at 5.  
137 Hutter, supra note 135.  
138 This discount percentage is based on confidential internal estimates.
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overhead costs. Additionally, a patent broker will most likely offer a greater 
discount for such a significant portfolio. 139 

C. Determining Value by Income Method 

1. Determining the Net Present Value 

To determine the net present value, a discount rate must be calculated. This 
was done by averaging the results of three methods: (1) the weighted average cost 
of capital (WACC) method, (2) the venture capital (VC) method, and (3) the capital 
asset pricing model (CAPM) method. 140 As shown in Table 5, each of these was 
close in estimating the discount rate. The discount rate used in the calculation of 
the present value assumes a substantial level of risk, which is normally associated 
with a business venture.  

Table 5: Establishment of Underlying Indicators for the Patent 
Valuation 1 41 

O v e rv e o f I I n d ic a to r W C W i h e v rgso t o a i a)M t o 
Market Risk Premium 5 WACC (Weighted Average Cost of Capita Weight 
Effecive Dismint Rat730 . ot I cit 15% 
US/ROW ratio 22.45% Weighting Equity 100% 

Betas Weighting Debt 0 
m.Super o nd ctrw C p. Inc 1 86 R:sk Adjusted WACC 3.. 33 

Supef conductorr Techs. Inc 1.86 Risk Adjusted WACC 30.00% 33.3

World GDP 74.7 

*Ambature acquires sufficient funding to add all claims 
*D E nwains ITS su p0 at firrettIe eeff

VC Approach 35.00% 33.3% 

CAPM 

R5 R3 freeat .... 70 
1.58 

R5 mat R eturn 17% 

RI Return on Asset 16.97% 33.3%

139 See Colleen Chien, Startups and Patent Trolls, 17 STAN. TEC-. L. REV. 461, 482 (2014) 
(specifying patent broker fees averaging 15-25%).  

140 See, e.g., Eugene F. Fama & Kenneth R. French, The Capital Asset Pricing Model: Theory and 
Evidence, 18 J. ECON. PERSP. 25, 29 (2004) (specifying the equation for CAPM).  

141 Table created using data from INTERNATIONAL MONETARY FUND, WORLD ECONOMIC OUTLOOK: 
LEGACIES, CLOUDS, UNCERTAINTIES (2014), available at http://www.imf.org/extemal/pubs/ft/weo 
/2 014/02/weodata/index.aspx; Pablo Fernandez, Javier Aguirreamalloa & Luis Corres Avendano, 
Market Risk Premium Used in 82 Countries in 2012: A Survey with 7,192 Answers 4 (IESE Bus.  
Sch., Working Paper No. WP-1059-E, 2013), available at http://ssrn.com/abstract=2084213; 
Murray Z. Frank & Tao Shen, Investment, Q, and the Weighted Average Cost of Capital 5 (Apr. 4, 
2012) (unpublished manuscript), available at http://cn.ckgsb.com/Userfiles/doc/Investment 
,% 2 0Q,% 2 0and%20the%20Weighted%20Average%20Cost%200fo20Capital.pdf; American 
Superconductor Corp., REUTERS.COM, http://www.reuters.com/finance/stocks/overview?symbol 
=AMSC.O (last visited Jan. 10, 2015); and Superconductor Technologies Inc., REUTERS.COM, 
http://www.reuters.com/finance/stocks/overview?symbol=SCON.PH (last visited Jan. 10, 2015).



2015] Patents in High Technology Investments: A Case Study Analysis

According to Fernandez, Aguirreamalloa, and Avendano, the highest risk 
premium for the U.S. market in 2012 was 15%.142 This exceedingly high-risk 
premium of 15% was used because Ambature is an early-stage company that 
operates in a nascent technology field. This is a very conservative assumption 
because Ambature is adopting a pure IP-licensing model of a patent portfolio that is 
either issued or close to being issued. As such, the business and technology risks 
reflected in the risk rate are most likely lower. These insights provide an adjusted 
expectation of the revenues to be expected from the Ambature share of licensing 
revenues in the HTS field.  

2. Patent Value Adjusted by Life Cycle 

Ambature's revenue streams can be calculated using an estimate of its market 
share and by assuming the share will remain constant. The goal is to measure the 
value of the current portfolio, not the value of the future patent portfolio, which can 
be expected to grow substantially as the firm continues its research in the area. 143 

This is an important distinction, as it is the patent portfolio, not the company that is 
being valued. One can expect the company to continue to acquire patents, and 
hence grow in value, but that should not be reflected in this revenue stream, which 
is only taking anticipated revenues from the current portfolio into consideration.  

D. Determining Value by the Cost Method 

As the claims in this portfolio are quite broad, current value was determined by 
considering the costs of creating the portfolio. 144 This provides an indication as to 
what it may cost someone else to invent around the portfolio. With this method, the 
value was calculated by taking the total investment in cash or deferred costs and 
then subtracting the value of the current physical and financial assets, as well as any 
amortization, although there were none in this case. Following the cost method, the 
combined cost of the amount of funds invested so far; the accounts payable for asset 
creation; the expenditures on the research phase plus the accounts payable on 
research related expenditures; the organizational costs; and the cash the company 
holds at hand is $21.12 million USD. Thus, the value of the company's portfolio 
would be around $21 million USD.

142 Fernandez, Aguirreamalloa & Avendano, supra note 141, at 4.  
143 See EVERETT M. ROGERS, DIFFUSION OF INNOVATIONS 300-64 (5th ed. 2003) (describing diffusion 

networks and how they achieve critical mass as the rate of growth accelerates).  
144 See infra Table 6.
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Table 6: Costs of Creating the Portfolio145 

CostsValue USD $ Million 

Total Funds Invested So Far.156 
Accounts payable regarding asset creation 5.44 
Organizational & Cash_0.083 

Valuation Cost Method 21.12 

IX. Weighted Average of Patent Valuation Methods 

Based on these insights, a weighted average of the distinct valuation methods 
was calculated to provide insights on the value of the patent portfolio of 
Ambature.14 6 This study estimates the patent portfolio to be worth $124.5 million.  
It must be noted that the weighting coefficients constitute a value judgment that 
cannot be justified with a rigorous scientific method due to the absence of data.  
This is one of the challenges associated with the valuation-of early-stage technology 
firms. In spite of this, the weighing of various methods is indeed preferable to only 
using one single method, as the use of several weighting coefficients allows one to 
minimize errors inherent in each individual approach.  

Table 7: Patent Value by Weighted Average' 47
________ 

Value ($ Million) Million -Weighting 

Valuation Cost Method $ 21.12 15% 
Income Method informed by Market Insights $142.8 85% 

Value (Weight Adjusted) $ 124.5 

It is cautioned that the valuation of the patent portfolio is predicated on the 
assumption that the firm will successfully conclude the prosecution of the pending 
patents in its portfolio with the patents being granted and most of the claims being 
accepted by the patent examiner; that the firm will continue to raise the capital 
needed to find licensees; and that the firm will assert its patents if needed. The 
weight-adjusted value is also based on the assumption that the firm will continue to 
have access to its original inventors so as to be able to count on their assistance in 
implementing technologies and defending its patents. Finally, this valuation also 
reflects the assumption that it is actually possible to leverage superconductivity at 
close to room temperature on a commercial basis.  

In determining the value of the Ambature portfolio, this study consistently 
erred on the side of the more conservative option by assuming that the future of the 
superconducting market will reflect the actual market and that no further work 

145 Table created using data from Ambature, Inc., Ambature Balance Sheet (Aug. 2014) (confidential) 
(on file with author).  

146 See infra Table 7.  
147 Table created using data from Tables 4, 5, and 6 and internal OxFirst estimations for the weighting 

between the two valuation methods.
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would be performed on this existing core technology. 148 Thus, the valuation 
represents the current value of the existing portfolio of patents filed by Ambature.  
The valuation is also restricted in that any additional IP resulting from licenses with 
grantbacks is not considered part of this portfolio but would instead be considered 
part of a separate portfolio. In reality, this portfolio will probably continue to grow 
in value due to increasing recognition in the field and the accumulation of grantback 
rights. 149 

X. Conclusions 

While there is sound evidence that economic growth is driven by technological 
innovation,150 Arrow already demonstrated fifty years ago that competitive markets 
fail to provide socially optimal levels of technology investment.15 1 Technological 
innovation is surrounded by uncertainty, imperfect monitoring, and, in some cases, 
imperfect intellectual property rights.152 Investors are eager to maximize returns on 
investments, and, while many are ready to accept a higher risk rate for higher 
returns, all investors, no matter whether early- or late-stage, are eager to adequately 
manage risk.  

Certainly, risks associated with early-stage technologies, such as technological 
viability, uncertainty about the size of a potential market, and lack of precedent, 
make the valuation of early-stage technology firms a non-obvious task to investors.  
However, an enhanced understanding of the investable value of patents can reveal 
important pieces of information that an investor needs to determine the risk/reward 
profile of an investment.  

Yet, it is precisely this piece of information that often goes missing. Investors 
usually invest in companies and not in patents per se. As such, they consider 
patents, at best, through a legal lens. However, this view hardly allows investors to 
grasp the actual value of the patents.15 3 The inaccurate understanding of the 
business proposition of patents, paired with a bias that they can't be valued, is a key 
challenge in financing technology. 154 Ambature illustrates this problem.  
Ambature's entire business strategy is built around licensing its patent portfolio. A 

148 See discussion supra Part VIII.C.  
149 See ROGERS, supra note 143, at 300-64.  
150 See Paul M. Romer, Endogenous Technological Change, 98 J. POL. ECON. S71, S71-72, S99 

(1990) (discussing the economic effects of technological change).  
151 See Kenneth J. Arrow, Economic Welfare and the Allocation of Resources for Invention, in THE 

RATE AND DIRECTION OF INVENTIVE ACTIVITY: ECONOMIC AND SOCIAL FACTORS 609, 619, 622 
(Harold M. Groves ed., 1962) (discussing the incentives to invent in competitive markets).  

152 See Mark Rogers, Firm Performance and Investment in R&D and Intellectual Property 3 

(Melbourne Inst. of Applied Econ. & Soc. Research, Working Paper No. 15/02, 2002) (discussing 
potential impediments to R&D activity), available at http://melbourneinstitute.com/downloads/ 
workingpaperseries/wp2002n15.pdf.  

153 See Kelley, supra note 18, at 124 ("Patent valuation is inherently challenging, as is readily 
apparent from the difficulty federal district courts and juries have in deciding damages for patent 
infringement.").  

154 See id. at 128 (discussing the difficulties of patent valuation).
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valuation of its patent portfolio is thus of paramount importance for potential 
investors because this is what will make or break the firm's business success.  

The biggest obstacle in grasping the investable worth of patents seems to be 
the myth that they cannot be valued and therefore should not be considered a useful 
metric in making an investment decision. This paper has countered this myth by 
showing how patents can be valued using commonly accepted financial valuation 
metrics. It illustrates that the problem is not a lack of available patent valuation 
methods, but a limited understanding of how to apply them in making investment 
decisions. As patents play an increasingly important role in corporate strategy, their 
accurate valuation remains a major obstacle to their emergence as a tradable asset 
class.155 Though there are several generally accepted ways to measure the value of 
patents, further transparency in patent valuation procedures may render investments 
in nascent technologies significantly more efficient and profitable. Overcoming this 
barrier to lending is the single most important contribution of this paper.  

Several limitations persist, however. Patents are the legal dress of an invention 
and are therefore, by their very nature, unique. Thus, it is not possible to have an 
automated approach to patent valuation. Just like a legal opinion, a patent valuation 
remains an opinion on the financial worth of patents at a given point in time.156 
Another important limitation is imposed by the use of data sources that inform the 
valuation model. Ultimately, a patent valuation is only as accurate as the 
underlying analyst reports it refers to in its model. As Collan and Kyliheiko rightly 
point out, this is an important caveat that needs to be understood when using a 
patent valuation in an investment decision.157 Analysts have been known to provide 
erroneous information in the past. Information used for a patent valuation provides 
no exception to that. In spite of these shortcomings, this paper posits that patent 
valuations constitute a crucial, yet so far ill-perceived tool in investment 
decisions.158 

155 European Comm'n, supra note 3, at 5.  
156 Id.  
157 See Collan & Kyliheiko, supra note 29, at 240 (noting that "it is not possible to get 

answers/valuations that are any more accurate than the accuracy of the expert opinions and 
judgment that is used as an input" in the valuation calculations).  158 The text of the contribution cannot be made available on a website in any form, including online 
viewing or download-and-print accessibility. The photocopying of this article, in whole or in part, 
is allowed for educational purposes only. This intellectual property analysis and valuation opinion 
was prepared and authored by Oxfirst, an independent registered advisory, on behalf of Ambature.  
Oxfirst has been compensated by Ambature to prepare this intellectual property analysis and 
valuation opinion. This research material does not constitute an offer or solicitation to make 
financial, managerial, policy or economic decisions on the basis of its content. It has been 
undertaken to the best of the authors' abilities. It should not be so construed, nor should it or any 
part of it form the basis of, or be relied on in connection with, any contract or commitment 
whatsoever. The information in our research has not been independently verified and no 
representation or warranty, express or implied, is made as to the accuracy or completeness of any 
information obtained from third parties. Our research should not be taken as specific advice on the 
merits of any economic, financial or managerial decision. Readers should consider our research as
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only a single factor in making any type of decision. No member of the authors accepts any liability 
whatsoever for any direct or consequential loss howsoever arising, directly or indirectly, from any 
use of our research or its contents. The recommendations provided in this study should only be 
read as an indication, yet it is emphasized that the decision on any type of investment remains with 
the sole authority of the investor.
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I. Introduction 

Patent law is and has always been a delicatebalance between promoting the 
sciences and arts and providing a short-term monopoly on the use of inventions.' 
The United States Patent and Trademark Office (USPTO) was established in part to 
facilitate the granting and cataloging of patents. With the enactment of the America 
Invents Act (AIA) in 2011, Congress ushered in the largest change to the United 
States' patent policy in a generation. As a part of this new administrative regime, 
the Patent Trial and Appeals Board (PTAB) succeeded the previous Board of Patent 
Appeals and Interferences (BPAI).  

As a part and parcel to the new board, Congress scrapped the previous Inter 
Partes Reexamination (IPX) proceeding and replaced it with a new Inter Partes Re
view (IPR) proceeding. The new proceeding aspired to create an alternative legal 
forum where the public could challenge the monopoly conferred on patent owners 
without resorting to the federal court system. As a result, the new procedure is not 
only much faster than other options, but also utilizes an experienced board of Ad
ministrative Patent Judges (APJs) to resolve the most technical disputes relating to 
the sciences and arts. Armed with such a board, the hope is that society is served 
with a better balance between the rights of the inventor and the rights of the public.  

However, as the laws and procedures change, patent owners and patent licen
sees must adapt to the new opportunities to advance their interests. Against this 
backdrop, a thorough picture of both the IPR proceeding and its interaction with 
district court litigation is now required to obtain optimal results.  

In this paper, I describe the changes to inter partes challenges under the AIA.  
This foundation in Part II includes the key distinctions between the IPR and IPX 
proceedings. Congress did not simply rewrap the same package and place a new 
name on it. Instead, the IPR proceeding reflects a balance between the advantages 
of the old proceeding and the establishment of the PTAB. The result is a more ad

1 See U.S. CONST. art. I, 8, cl. 8 ("The Congress shall have power to ... promote the progress of 
science and useful arts, by securing for limited times to authors and inventors the exclusive right to 
their respective writings and discoveries.").
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vanced tribunal permitting nearly any party to challenge any patent where results 
are available as quickly as possible.  

In Part III, the implications of the changes become apparent when analyzing 
the initial IPR statistics. While the previous IPX proceeding took years to develop 
into a mature forum, the IPR proceeding has rapidly grown into a necessary option 
for patent owners and challengers alike.  

The PTAB is the premier tribunal for patent issues. These statistics suggest 
that district courts are more likely than before to grant requests to stay litigation 
pending a USPTO proceeding. In Part IV, I discuss the new alternative to district 
court litigation and the challenges that parties face. As a result of the changes, par
ties must consider how the proceeding interacts with district court litigation to avoid 
unnecessary expenses and wasted resources. Moreover, a new type of forum shop
ping has emerged where the power of district judges to manage their dockets results 
in varied views.  

In Part V, I discuss the ability to use the new proceedings to encourage settle
ment. While settlement can be beneficial to parties, IPRs also have many risks, 
which are explored in Part VI. Finally, in Part VII, I explore the future of IPRs and 
a few of the additional changes that have been proposed.  

II. Changes to Inter Partes Challenges Under the AIA 

In 2011, Congress passed the America Invents Act.2 While the law is primari
ly known for shifting the United States' policy on patents from a first-to-invent sys
tem to a first-to-file system, the law also transformed the existing IPX into an IPR.3 

Starting on September 16, 2012, IPXs were phased out and IPRs were phased in.4 

Congress created a new proceeding to provide an effective avenue for direct chal
lenges to the validity of patents that could serve as an alternative to traditional pa
tent litigation.5 Before considering the impact of the new procedure, it is important 
to understand how the new procedure differs from the previous.  

A. Availability of Proceeding 

Any party may file a request for an IPR within one year of service in a lawsuit 
involving the same patent. 6 Moreover, any party who has filed a civil action in dis
trict court challenging the validity of a patent is estopped from filing an IPR on the 

2 Leahy-Smith America Invents Act, Pub. L. No. 112-29, 125 Stat. 284 (2011) (codified in scattered 

sections of 35 U.S.C.).  
Id. 6(d), 321-329, 125 Stat. at 305-06.  

4 Id. 8(b).  
5 See Melissa F. Wasserman, The Changing Guard of Patent Law: Chevron Deference for the PTO, 

54 WM. & MARY L. REv. 1959, 1983 (2013) (noting the repeated references in the AIA's legisla
tive history to trial-like proceedings).  

6 37 C.F.R. 42.101 (2014).
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same patent.' This restriction, however, does not apply to counterclaims challeng
ing the validity of a patent.8 

In addition to offering anyone other than the patent owner the ability to file a 
petition, the IPR proceeding also provides for joinder.' Joinder helps the PTAB 
manage its caseload and docket. If the PTAB institutes parallel reviews of the same 
patent, it can join the proceedings and issue joint opinions. Thus, IPRs are available 
to more parties because of the PTAB's ability to handle the expected number of pe
titions.  

The availability of the IPR proceeding differs significantly from the IPX pro
ceeding. When Congress introduced the IPX proceeding in.1999,10 an effort to re
duce the number of requests before the USPTO limited the enforceability of the 
proceeding to patents filed after November 29, 1999. Effectively, the majority of 
granted patents were exempt from IPX proceedings. In contrast, Congress expand
ed the scope of IPRs by extending the proceeding to all issued patents." An IPR is 
available either nine months after the grant of the patent or after the termination of 
the post grant review (PGR) if a PGR is initiated.12 

B. Duration and Procedure 

One major complaint of the previous IPX proceeding was the unbounded dura
tion. The average duration of IPXs ranged from 30.38 to 42.05 months (2.53 to 
3.50 years) in fiscal year 2013.13 In response, Congress limited IPRs to a one-year 
period between the initiation of a review and the final determination. 14 This one
year period is distinct from the three-month period a patentee has to file an initial 
response to the challenger and the three-month period for the PTAB to evaluate the 
request and initiate a proceeding. Nevertheless, IPRs should typically complete 
within eighteen months of filing with two notable exceptions. First, the PTAB can 
extend the review period from twelve to eighteen months with a showing of good 
cause. 15 Second, if a proceeding is joined with another, the PTAB "may adjust the 
time periods." 16 

After a petitioner files an IPR, the USPTO permits the owner of the patent at 
issue to file a preliminary response within three months.17 The response is optional 

7Id 

8 35 U.S.C. 315(a)(3) (2013).  
9 35 U.S.C. 315(c).  
10 Optional Inter Partes Reexamination Procedure Act of 1999, Pub. L. No. 106-113, 4601-08, 

113 Stat. 1501, 1501A-567 to -572 (1999) (codified as amended at 35 U.S.C. 311-18 (2006)).  
" 35 U.S.C. 311 (2013).  
12 37 C.F.R. 42.102(a) (2014).  
13 U.S. PATENT AND TRADEMARK OFFICE, REEXAMINATIONS - FY 2013 (2013), available at 

http://www.uspto.gov/patents/stats/ReexaminationoperationalstatisticF_14_Q3.pdf.  

14 35 U.S.C. 316(a)(11) (2013).  
15 Id 
16 Id 

17 37 C.F.R. 42.107(b) (2014).
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for the patent owner, but is "limited to setting forth the reasons why no inter partes 
review should be instituted."'8 This limitation excludes new testimonial evidence, 
such as an affidavit.19 Although claim amendments are not permitted during the 

preliminary response,20 a patent owner may disclaim a patent claim to avoid the in
stitution of an IPR on that particular claim.2 

Once the preliminary response phase of the IPR completes, either by the filing 
of a response by the patent owner or an expiration of the three-month period, the 
PTAB has three months to determine if an IPR should be instituted.22 Interestingly, 
the PTAB's decision is final and not appealable in court.23 In order for an IPR to be 
instituted, at least one challenged claim must meet a threshold inquiry.24 This 
threshold is defined as a "reasonable likelihood [of success] that the petitioner 
would prevail."25 

The statutory one-year limit for a final written decision begins as soon as the 

PTAB makes a decision on the petition. During this term, the parties alternate in 

discovery, motions, and arguments.26 First, the patent owner receives three months 
for discovery. 2 7 At the end of this period, the patent owner must file a response to 
the petition and if desired, file a motion to amend its claims.2 8 Then, the petitioner 
receives three months for discovery at the end of which a reply brief to the patent 

owner's response must be filed, along with an opposition to claim amendments if 

applicable. 29 After the first round of discovery, the response periods accelerate with 
the patent owner receiving only one month for further discovery and briefing.3 0 At 

the parties' request, the PTAB will schedule an oral hearing where the parties may 

present their arguments and the PTAB may hear live testimony. 31 Finally, the 

PTAB will issue a final decision after oral arguments are complete but before the 
statutory period ends. 32 

18 Id. 42.107(a).  

19 See id. 42.107(c) (excluding "new testimony evidence ... except as authorized by the Board").  
20 Id. 42.107(d).  
21 Id. 42.107(e).  
22 35 U.S.C. 314(b) (2013).  
23 See Dominion Dealer Solutions, LLC v. Lee, No. 3:13CV00699, 2014 WL 1572061, at *7 (E.D.  

Va. Apr. 18, 2014) (dismissing petitioner's challenge in federal court).  
24 35 U.S.C. 314(a).  
25 Id.  

26 See Office Patent Trial Practice Guide, 77 Fed. Reg. 48,756-01, 48,757 (Aug. 14, 2012) (showing 
the representative timeline.  

27 Id.  
28 Id 

29 Id. at 48,757-58.  
30 Id.  
31 Id. at 48,768.  
32 Office Patent Trial Practice Guide, 77 Fed. Reg. at 48,768.
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C. Patent Office Fees 

Despite the shortened duration for IPRs, the USPTO requires significantly 
higher fees for IPRs due to the increased demands on the PTAB. Through a final 
decision, the IPX fee was $8,800.33 In contrast, the IPR fee is $23,000.34 Under 
both schemes, if the PTAB declines to institute a review, the USPTO will issue a 
refund for $7,970 and $14,000 respectively.35 A key distinction between the two 
proceedings is the fee for excess claims. IPRs require $200 for each claim in excess 
of twenty during the request phase of the proceeding and $400 for each claim in ex
cess of fifteen during the review phase. 36 IPXs did not have separate fees for filing 
and review. 37 Moreover, the USPTO previously charged only $210 for each inde
pendent claim in excess of three and $50 for each claim in excess of twenty.3 8 

Thus, the new proceeding is significantly more expensive, particularly for proceed
ings involving an excess number of claims.  

D. Basis for Instituting Review 

Both IPR and IPX proceedings provide for a similar threshold for granting a 
petition. If at least one claim in the petition has a reasonable likelihood of success 
for the petitioner, the PTAB can institute review.3 9 . The original IPX proceeding 
had a lower standard equivalent to ex parte reexaminations where "a substantial 
new question of patentability" is required. 40 Parts III and IV will consider the im
plications of the elevated standard for instituting review on the USPTO and on a pe
titioner's overall strategy in attacking the validity of a patent.  

E. Composition of Tribunal 

In addition to elevating the standard for instituting review, Congress notably 
changed the composition of post-grant proceeding tribunals with the enactment of 
the AIA. IPXs were conducted, just as ex parte reexaminations are, by examiners. 41 

At the end of a reexamination, parties could appeal to the BPAI. 42 

With the AIA, however, Congress converted the BPAI's examinational pro
ceeding into an adjudicative one.43 Thus, IPRs are designated to be handled by the 

33 37 C.F.R. 1.20(c)(2) (2008).  
34 Id. 42.15(a)(1)-(2) (2014).  
35 Id. 1.26(c)(2), 42.15(a)(2) (2014) (specifying refunds for IPXs and IPRs respectively).  
36 Id. 42.15(a)(3)-(4).  
37 Id. 1.20 (2008).  
38 Id. 1.20(c)(3)-(4).  
39 35 U.S.C. 314(a) (2013); 35 U.S.C. 312(a)(3) (2011).  
40 Flo Healthcare Solutions, LLC v. Kappos, 697 F.3d 1367, 1370 (Fed. Cir. 2012).  
41 35 U.S.C. 314(a) (2006) (referring to 35 U.S.C.@ 132-33 (2006)).  
42 Id. 315 (2006) (referring to 35 U.S.C. 134, 141-44 (2006)).  
43 H.R. REP. No. 112-98, pt. 1, at 46-47 (2011), reprinted in 2011 U.S.C.C.A.N. 67, 77; see Abbott 

Labs. v. Cordis Corp., 710 F.3d 1318, 1326 (Fed. Cir. 2013) (noting the differences between the 
new and old proceedings).
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PTAB, 44 effectively recognizing that examiners are not equipped to conduct the re
view. The USPTO has also delegated to the PTAB the power to determine if an 
IPR should be instituted.45 For a given petition, the panel consists of at least three 

APJs within the PTAB.4 6 The result is a proceeding before the PTAB that is much 
more "trial-like" than the IPXs before the BPAI.4 7 

F. Standard of Evidentiary Review and Discovery 

In contrast to the shift in the composition of the tribunals, both IPRs and IPXs 

have the same standard of evidentiary review. 48 A key distinction between inter 

partes challenges in the USPTO and district court litigation lies in the evidentiary 
standards for patent invalidity. In district courts, the party challenging the legitima

cy of a patent claim must prove invalidity by clear and convincing evidence.4 9 In 
the USPTO, however, the petitioner must prove invalidity by a preponderance of 

the evidence.50 With the relaxed standard of evidentiary review before the USPTO, 
a fragmented adjudication may result where a patent is held invalid before the 
USPTO, but held valid before a district court judge. 5 

Despite having identical evidentiary standards, a key distinction between the 

new and old proceeding lies in discovery. IPXs significantly limited discovery be

cause they are not "contested" proceedings under federal law.52 In contrast, IPRs 
are contested proceedings under federal law, and thus, the USPTO can grant sub

poenas during the discovery phase of the proceeding. 5 3 Thus, parties may leverage 
the USPTO's power to subpoena witnesses during the discovery phases of the IPR 
proceeding. 54 

G. Estoppel and Settlement 

After the completion of an inter partes proceeding, both the IPX and the IPR 

estop parties from asserting any ground that was "raised or reasonably could have 

44 35 U.S.C. 316(c) (2013).  
45 37 C.F.R. 42.4(a) (2014) (designating the PTAB "on behalf of the Director").  
46 35 U.S.C. 6(c) (2013); 37 C.F.R. 42.2 (2014).  
47 See Wasserman, supra note 5.  
48 Microsoft Corp. v. i4i Ltd. P'ship, 131 S. Ct. 2238, 2252 (2011) ("Through it all, the evidentiary 

standard adopted in [35 U.S.C] 282 has gone untouched.").  
49 Id. at 2242.  
5 35 U.S.C. 316(e) (2013); 37 C.F.R. 42.1(d) (2014); U.S. Patent & Trademark Office, Manual 

of Patent Examining Procedure 706 (9th ed. Mar. 2014).  
51 See David L. McCombs: et al., Federal Circuit Appeals from the PTAB: A New Game or Just the 

Same Old Practice?, 95 J. PAT. & TRADEMARK OFF. Soc'Y 240, 246 (2013) (discussing different 
standards of review for invalidity determinations and the implications for the Federal Circuit).  

52 See Abbott Labs. v. Cordis Corp., 710 F.3d 1318, 1320, 1328 (Fed. Cir. 2013) (holding that 35 
U.S.C. 24 (2011) does not permit the USPTO to grant subpoenas in IPX proceedings).  

* Id. at 1320.  
54 See supra Part II.B (reviewing procedure for conducting IPRs).
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raised" before the tribunal. 55 The new proceeding, however, adds three key distinc
tions.  

First, estoppel now attaches earlier. Instead of attaching at the end of all ap
peals, estoppel from IPR attaches from the date of the PTAB's final written deci
sion.56 Therefore, if a party appeals the result of an IPR to the Federal Circuit, es
toppel attaches prior to the appeal.  

Second, estoppel now applies not only in district court, but before the Interna
tional Trade Commission (ITC) and the USPTO too.57 Suppose that an alleged in
fringer unsuccessfully contests a patent claim in an IPR but appeals the decision to 
the Federal Circuit. 58 If the alleged infringer is subsequently subject to an ITC pro
ceeding on the same patent claim, it is estopped from making an argument on any 
ground that was raised or reasonably could have been raised during the post-grant 
proceeding, despite the possibility that the Federal Circuit could reverse the PTAB's 
decision.  

Finally, IPRs are independent of any district court litigation. A party who 
challenges the validity of a patent in both district court and the USPTO may en
counter a conundrum. Under the older proceeding, if the district court found the pa
tent to be valid first, the BPAI would vacate the related IPX.5 9 Thus, the challenger 
would receive only one bite at the apple. Under the new proceeding, however, the 
PTAB continues its related proceeding regardless of the result in district court.  
Conceivably, this suggests that IPR petitioners may receive not one, but rather two 
chances to invalidate a patent claim.  

Notwithstanding the changes discussed previously, one of the most significant 
differences between the proceedings lies in settlement. Under IPXs, Congress and 
the USPTO did not explicitly define the implications of settlement. Instead, parties 
had two unlikely options. First, parties could vacate the proceeding under the paral
lel district court estoppel provision with a consent judgment from a district court 
stating that the alleged infringer had not met its burden of proof for invalidity.60 

Second, the requestor of the proceeding could file a statement of non

" 35 U.S.C. 315(e) (2013) (IPR); 35 U.S.C. 315(c) (2006) (IPX).  
56 Id. 315(e).  
5 Id.  
58 The law is ambiguous regarding patent claims or grounds of unpatentability challenged by the peti

tioner but denied review by the PTAB. For an example of how the PTAB has interpreted the es
toppel provision, see Amkor Tech., Inc. v. Tessera, Inc., No. IPR2013-00242, 2014 WL 1329360 
(P.T.A.B. Jan. 10, 2014) (denying request to reconsider earlier decision to deny review of cumula
tive grounds of unpatentability).  

59 35 U.S.C. 317(b) (2006); William Hannah, Major Change, New Chapter: How Inter Partes Re
view and Post Grant Review Proceedings Created by the America Invents Act Will Shape Litiga
tion Strategies, 17 INTELL. PROP. L. BULL. 27, 42 (2012) ("Under Inter Partes Reexamination, set
tlement terminations rarely took place.").  

60 See id.
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participation. 6' The complexities of these options effectively discouraged settle

ment when the dispute involved an IPX.  

In contrast, Congress provided IPRs with explicit provisions for settlement.6 2 

The PTAB will terminate any IPR if both the petitioner and the patent owner make 

a joint request.63 Under this scenario, no estoppel attaches to the petitioner and the 

PTAB will refrain from adding the settlement agreement to the official file history 

of the patent or patents at issue. 64 The USPTO provides only one exception: if the 

PTAB decides the petition on its merits before the parties reach a settlement, it may 

decline to terminate the IPR proceeding. 65 Nevertheless, the settlement provision 

for IPRs should encourage parties to settle more often than before.  

III. Statistics of Inter Partes Review 

The new proceedings have proved exceedingly popular, fueled by the changes 

from the IPX proceedings. The USPTO originally estimated that only 460 petitions 

would be filed.66 Yet, in fiscal year 2013, 514 IPR petitions were filed with the 
PTAB. 67 In contrast, IPXs were not nearly as popular as expected. The USPTO 

had estimated that 400 petitions would be filed in fiscal year 2000, the first year of 

availability.68 Once accessible, however, no petitioner filed a single request until 

2001.69 This result was likely caused by the limited availability of the proceeding 
where only patents filed subsequent to November 29, 1999 were subject to IPXs.70 

Nevertheless, IPX filings did not eclipse the initial projection of 400 petitions until 

61 See Scott A. McKeown, Settlement Agreements & Patent Reexamination, PATENTS POST-GRANT 

(Jan. 4, 2012), http://www.patentspostgrant.com/lang/en/2012/01/settlement-agreements-patent
reexamination (describing the procedure for using a statement of non-participation "as a basis for a 

petition under 37 CFR 1.183 to waive Rule 955 such that an interview may be conducted in the 

IPX proceeding"); Settlement, THE PTO LITIGATION CENTER, http://ptolitigationcenter.com/2009/ 

09/settlement (last visited Apr. 23, 2014) (discussing the difficulties with terminating an IPX and 

noting that "[w]hen the third party steps out of the reexamination, the inter partes reexamination 

effectively turns ex parte in nature").  
62 35 U.S.C. 317 (2013).  
63 Id. 317(a).  
64 Id.  
65 Id.  

66 Changes to Implement Inter Partes Review Proceedings, 77 Fed. Reg. 7041-01, 7055 (proposed 

Feb. 10, 2012) (to be codified at 37 C.F.R. pt. 42).  
67 Patent Trial and Appeal Board, AIA Progress Statistics, USPTO.GOV (Jan. 1, 2015), 

http://www.uspto.gov/ip/boards/bpai/stats/aia_statistics_1_1_2015.pdf.  
68 UNITED STATES PATENT AND TRADEMARK OFFICE, REPORT TO CONGRESS ON INTER PARTES 

REEXAMINATION 5 (2004), available at http://www.uspto.gov/web/offices/dcom/olia/reports/ 
reexamreport.pdf.  

69 Id.  
70 See U.S. Patent & Trademark Office, Manual of Patent Examining Procedure 2601 (9th ed. Mar.  

2014).
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fiscal year 2012-12 years later.7 1 Considering the tepid reception to IPXs, IPRs 
certainly appear to be more popular.  

A. Managing Administrative Resources 

Since its institution in 2012, the popularity of IPRs continues to grow. Along 
with 17 petitions filed in the first few days in fiscal year 2012 and 514 petitions 
filed in fiscal year 2013, 1,310 petitions were filed in fiscal year 2014.72 IPRs have 
also proven to be more popular than other proceedings under the AIA, including 
Covered Business Method (CBM) reviews.73 

With the number of petitions far exceeding the USPTO's expectations, several 
concerns regarding the agency's ability to manage its docket have arisen. The 
USPTO originally proposed several mechanisms to help control the flow of re
quests. 74 

First, the USPTO could increase the filing and institution fees for IPRs. Given 
that existing fees are based upon the estimated number of hours of work for each 
IPR, the USPTO could justify an increase by showing that the PTAB is unable to 
manage its workload. For example, if the USPTO is struggling to attract sufficient 
numbers of qualified talent, the USPTO may increase the estimated hourly cost for 
APJs. Accordingly, an increase in fees could be implemented in a number of ways 
including the base fee, excess claim fees, or reducing the number of claims included 
in the base fee.  

Second, the USPTO could limit the number of claims in an instituted IPR to 
reduce the overall load on the PTAB's docket. Congress has only defined the rea
sonable likelihood of success standard as a minimum bar for the USPTO to fol
low. 75 If the USPTO desires to reduce the number of filings, it could establish an 
elevated standard to discourage weaker petitions. Such a change may also have im
plications for parallel district court litigation as discussed further in Part IV.  

Third, the USPTO could be more aggressive in consolidating IPRs between 
parties and patents. .Congress granted the agency the flexibility in managing its 
docket. 76 In effect, this approach would group together more proceedings to im

71 See Inter Partes Reexamination Filing Data, USPTO.GOV (Sept. 30, 2013), 
http://www.uspto.gov/patents/stats/interparte historicalstatsroll upEOY2013.pdf (reporting 
530 IPX filings in fiscal year 2012).  

72 See Patent Trial and Appeal Board, supra note 67.  
73 Id 

74 See Changes to Implement Inter Partes Review Proceedings, 77 Fed. Reg. 7041-01, 7055 (pro
posed Feb. 10, 2012) (to be codified at 37 C.F.R. pt. 42) (calculating burdens on parties and 
board).  

75 See 35 U.S.C. 314(a) (2013) ("The Director may not authorize an inter partes review ... un
less ... there is a reasonable likelihood that the petitioner would prevail with respect to at least 1 
of the claims challenged in the petition.").  

76 Id. 315(c)-(d) (2013) (defining procedures for joinder and multiple proceedings).
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prove the PTAB's efficiency. Furthermore, joinder and consolidation of petitions 
may grant the PTAB additional time to adjudicate disputes. 7 7 

Despite the benefits of the three options above, however, the USPTO's ap
proach has been to grow into its new role. Instead of increasing fees, raising stand
ards for instituting review, or increasing the length of its review, the USPTO has fo
cused on expanding the size of the PTAB by increasing the number of APJs by 
more than 30%.78 

B. Technology Distribution 

Behind the remarkable demand for IPRs are the electrical and computer indus
tries. The USPTO reports that as of September 5, 2014, over 70% of post-grant 
proceedings are filed for electrical and computer patents. 7 9 These types of patents 
stand in contrast to mechanical, chemical, biology, biotechnology, and pharmaceu
tical patents, which cumulatively account for approximately 28% of the filings.80 

This data, however, is not entirely surprising. Patent litigation in the computer, 
electronics, software, and telecommunications industries historically has resulted in 
many of the largest median damage awards. 1  Moreover, non-practicing patent 
holders in these areas have a significantly lower success rate in litigation. 8 2 Soft
ware non-practicing entities, in particular, have a meager success rate near 15%.83 
In contrast, medical device non-practicing entities have a success rate near 40%.84 
Furthermore, a significant number of IPRs are filed against non-practicing patent 
holders. 85 Nearly 40% of all IPR petitions prior to 2014 have been filed against 
their patents. 86 Therefore, parties accused of infringement by a non-practicing enti
ty in litigation before a district court will often use IPRs as a tool in their defense.  

77 See id. 316(a)(1 1) (2013) (granting the PTAB the power to "adjust the time periods ... in the 
case of joinder").  

78 Linda Homer & Scott Boalick, Patent Public Advisory Committee Quarterly Meeting: Patent Trial 

and Appeal Board Update, USPTO.GOV (Feb. 12, 2014), http://www.uspto.gov/about/advisory/ 
ppac/ppacmeetings.jsp (navigate to "February 12, 2014" then follow hyperlink "PTAB Update & 
Discussion") (disclosing that the PTAB will hire 57 additional judges in fiscal year 2014 for a total 
of 236 judges).  

79 Patent Trial and Appeal Board, AlA Progress Statistics, USPTO.GOV (Sept. 25, 2014), http:// 
www.uspto.gov/ip/boards/bpai/stats/aia_statistics_09_25_2014.pdf (reporting 1,467 petitions for 
electrical and computer technologies).  

80 Id.  
81 PRICEWATERHOUSECOOPERS, 2013 PATENT LITIGATION STUDY 15 (2013).  

82 Id. at 16, 18.  
83 Id. at18.  
84 Id.  

85 RPX CORPORATION, 2013 NPE LITIGATION REPORT 40 (2013), available at http://www.  

rpxcorp.com/wp-contentiuploads/2014/01/RPX-2013-NPE-Litigation-Report.pdf.  
86 Id. at 5.
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C. Preliminary Responses 

After a petitioner files an IPR with the USPTO, a patent owner has three 
months to submit an optional preliminary response.87 In fact, approximately 25% of 
patent owners waive their preliminary response. 88 

One reason for this behavior lies in the USPTO's procedures. A patent owner 
has three options when a petitioner files an IPR against one of its patents: file a pre
liminary response, do not file a preliminary response, or file an election waiver.8 9 If 
the patent owner files an election waiver, the PTAB expedites the IPR by treating 
the waiver as a response to the petition without arguing the merits.90 A patent own
er looking to accelerate the decision to institute review can file a waiver soon after 
receiving service from the petitioner.  

Another more plausible reason for this behavior lies in estoppel. The USPTO 
expressly states that a patent owner "is precluded from taking action inconsistent 
with [an] adverse judgment" in a future proceeding.91 Furthermore, any argument 
that the patent owner makes in a preliminary response has the potential to create 
prosecution history estoppel, narrowing the scope of a claim during construction by 
a district court. 92 These risks chill the patent owner's desire to file a preliminary re
sponse. Patent owners are more likely to avoid filing a preliminary response or to 
prefer filing an election waiver. Thus, these reasons may explain the trend toward 
election waivers.  

D. PTAB Trials 

In 2013 and 2014, the PTAB instituted over 700 trials for IPRs.93 More im
portantly, in 2013 it granted over 80% of the petitions on the grounds that a chal
lenge to at least one claim has a reasonable likelihood of success on the merits.9 4 

There is, however, a minor trend toward fewer petitions being instituted with 
around a 9.5% decline between fiscal year 2013 and fiscal year 2014.95 Neverthe

87 35 U.S.C. 313 (2013); 37 C.F.R. 42.107(b) (2014).  
88 See Patent and Trial Appeal Board, supra note 79 (reporting 63 and 202 waived preliminary re

sponses in fiscal year 2013 and 2014 respectively, and 237 and 820 filed preliminary responses in 
fiscal year 2013 and 2014 respectively).  

89 37 C.F.R. 42.107.  
90 See id. 42.107(b).  
91 Id. 42.73(d)(3) (2014) (specifying patent owner estoppel before the USPTO). The USPTO has 

not addressed the specific issue of whether or not an adverse judgment would result from an un
successful preliminary response to an IPR petition.  

92 See InTouch Techs., Inc. v. VGO Commc'ns, Inc., 751 F.3d 1327, 1341 (Fed. Cir. 2014) (narrow
ing the trial court's construction of a "call back mechanism" due to prosecution history estoppel 
created during reexamination).  

93 Patent Trial and Appeal Board, AIA Progress Statistics, USPTO.GOV (Jan. 1, 2015), http://www.  
uspto.gov/ip/boards/bpai/stats/aiastatistics_1_1_2015.pdf.  

94 Id. The PTAB does not report the percentage of requested claims that are granted review.  
95 Id. (reporting 167 of 203 petitions instituted in 2013, and 557 of 765 petitions instituted in 2014).
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less, the PTAB continues to institute reviews at a high rate that benefits petition
ers.9 6 

Also, the PTAB has disposed of 573 IPRs.9 7 Nearly 58% of these disposals are 
due to settlements between the parties.98 These settlements rarely estop parties in 
subsequent USPTO proceedings or in litigation. 99 Interestingly, fiscal year 2013 
ended with a settlement rate at 95%, while fiscal year 2014 ended at a mere 55%.100 
This trend suggests that settlement rates may decline in the future as the PTAB is
sues more final written decisions and the expectancy model of IPRs is established.  
If this holds true, the PTAB will likely issue more final written decisions than the 
sixty-four issued thus far in fiscal year 2015.101 

IV. Staying District Court Litigation 

Driven by the popularity of IPRs, district courts are increasingly faced with re
quests to stay litigation pending the final decision from the PTAB. If successful, 
parties can avoid litigation costs and can benefit from the speed of the PTAB pro
ceeding to reach a rapid resolution. Not all district courts, however, deal with re
quests to stay in the same manner and most consider many factors to manage their 
dockets effectively. Thus, movants should be prepared to persuade judges who are 
either reluctant to defer to the USPTO or who misunderstand the differences be
tween the BPAI and the PTAB.  

A. Factors Balanced by District Courts 

The legal standard for motions to stay varies slightly between jurisdictions.  
The most cited formulation includes three factors: "(1) whether a stay would unduly 
prejudice or present a clear tactical disadvantage to the non-moving party; (2) 
whether a stay will simplify the issues in question and trial of the case; and (3) 
whether discovery is complete and whether a trial date has been set."10 2 In addition 
to these factors, the Federal Circuit has cautioned district courts to avoid granting 

96 For a detailed analysis of how IPRs benefit petitioners, see Michelle Carniaux & Julia Tanase, IPR 

and CBM Statistics, IPR BLOG (Apr. 7, 2014), http://interpartesreviewblog.com/ipr-cbm-statistics/.  
97 See Patent Trial and Appeal Board, supra note 94.  
98 Id. (reporting 329 of 573 disposals have resulted in settlements).  

99 See supra Part II.G (reviewing settlement provisions).  
100 See Patent Trial and Appeal Board, supra note 94 (reporting 38 of 41 disposals resulting in settle

ments in 2013 and 210 of 380 disposals resulting in settlements in 2014).  
101 Id.  
102 Xerox Corp. v. 3Com Corp., 69 F. Supp. 2d 404, 406.(W.D.N.Y. 1999), quoted in Soverain Soft

ware LLC v. Amazon.Com, Inc., 356 F. Supp. 2d 660, 662 (E.D. Tex. 2005); see Peach State Labs, 
Inc. v. Envtl. Mfg. Solutions, LLC, No. 6:09-CV-395-ORL-28, 2012 WL 503839, at *3 (M.D.  
Fla.), report and recommendation adopted, No. 6:09-CV-395-ORL-28, 2012 WL 503837 (M.D.  
Fla. Feb. 15, 2012) (stating the third factor as "whether a stay will reduce the burden of litigation 
on the parties and on the court").
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both a preliminary injunction and a motion to stay in the same case. 0 A party 
seeking to stay district court litigation should ensure that these three factors weigh 
in favor of the court granting the motion.  

1. Undue Prejudice 

To evaluate the first factor-undue prejudice to the non-moving party-courts 
frame their analysis around four issues or sub-factors: delay in filing an IPR, delay 
in filing a motion to stay, the status of an IPR, and the relationship between the par
ties.14 

a. Delay in Filing IPR 

A court may deny a motion to stay when the moving party unreasonably delays 
in filing an IPR, which suggests a dilatory intent.5 While there is no bright line 
rule, courts determine the reasonableness of the delay by looking either at when the 
moving party could have filed an IPR or when the moving party should have filed 
an IPR in relation to milestones in the litigation.  

For example, if a movant files an ex parte reexamination first and then files an 
IPR, a court may be reluctant to stay the case.106 In Wintek, the movant could have 
filed an IPR but instead chose to file an ex parte reexamination.'1 7 After filing the 
reexamination with the USPTO, the movant requested a stay from the district 
court.108 The patent owner, who disfavored the slow speed of the proceeding and 
the limited estoppel provisions, successfully opposed the stay.10 9 In response, the 
movant filed two IPRs and brought a renewed motion to stay."0 Because the mo
vant delayed in filing the IPR by nearly five months, the court found that the mo
vant had not been diligent and denied the motion to stay."' Thus, movants should 
be mindful of filing an IPR from the outset of litigation because even a five-month 
delay can needlessly increase litigation costs with parallel proceedings.  

103 See Procter & Gamble Co. v. Kraft Foods Global, Inc., 549 F.3d 842, 849 (Fed. Cir. 2008) (noting 
that both preliminary injunctions and motions to stay depend on whether or not there is a "substan
tial issue of patent validity").  

104 See Ever Win Int'l Corp. v. RadioShack Corp., 902 F. Supp. 2d 503, 508 (D. Del 2012) (defining 
the four sub-factors as "(1) the timing of the request for reexamination; (2) the timing of the re
quest for stay; (3) the status of reexamination proceedings; and (4) the relationship of the parties").  

105 See Belden Techs. Inc. v. Superior Essex Commc'ns LP, No. 08-63-SLR, 2010 WL 3522327, at *2 
(D. Del. Sept. 2, 2010) ("A request for reexamination made well after the onset of litigation fol
lowed by a subsequent request to stay may lead to an inference that the moving party is seeking an 
inappropriate tactical advantage.").  

106 See TPK Touch Solutions, Inc v. Wintek Electro-Optics Corp., No. 3:13-CV-02218-JST, 2013 WL 
6021324, at *5 (N.D. Cal. Nov. 13, 2013) (denying the motion to stay where movant "had enough 
information to request IPR immediately after [the] action was filed, but did not").  

107 Id 
108 Id. at *1.  
109 Id.  
110 Id.  

"1 Id. at *5-6.
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b. Delay in Requesting Stay 

A court may also deny a delayed request to stay. In an egregious case, a mo
vant waited until only seven business hours remained before jury selection to file a 
motion to stay. 112 Unsurprisingly, the court noted that such a delay "weighs heavily 

against a stay" and denied the motion. 3 In contrast, a court may find no dilatory 
motive when the movant waits less than three months after receiving the complaint 
to file an IPR and a motion to stay.114 Thus, movants must show diligence in filing 
an IPR and then requesting a stay of litigation.  

In addition to a delay in filing an IPR, a court may also evaluate the status of 
an IPR as an alternative method of determining if the movant delayed in requesting 
a stay. The USPTO must decide whether to institute review and complete the re
view within eighteen months.1 15 If a petitioner delays between filing an IPR and a 
motion to stay, and the PTAB has decided to institute review, a court may deny the 
motion because the proceeding before the PTAB would complete more quickly than 
any milestones in the litigation. 16 Because IPRs reach a final decision much faster 
than IPXs,117 movants must file a request for a stay earlier than under the pre-AIA 
legal regime.  

For example, the movant in Nexans filed four IPRs in November and Decem
ber of 2012.118 The PTAB instituted review on all petitions in June 2013,119 but the 
movant delayed in filing a motion to stay. Instead of immediately filing a motion, 
the movant waited until the court denied its motion to dismiss-mere months before 
the conclusion of the IPRs. 120 Despite the movant filing the IPRs prior to the filing 
of the patent infringement suit, Judge Fallon reasoned that a stay was disfavored be
cause the PTAB would issue a decision in May 2014, which was well before the 
close of fact discovery in February 2015.121 Thus, the movant was unable to use a 
stay to reduce litigation costs while pursuing multiple IPRs.  

c. Status of IPR 

Courts take opposing views of the IPR procedure, which is divided into two 
primary stages: (1) the IPR petition is submitted and (2) the IPR petition is granted.  

112 Personalized Media Commc'ns, LLC v. Zynga, Inc., No. 2:12-CV-00068-JRG-RSP, slip op. at 3 

(E.D. Tex. Nov. 8, 2013).  
113 Id 
114 See Neste Oil OYJ v. Dynamic Fuels, LLC, No. 1:12-CV-01744-GMS, 2013 WL 3353984, at *2 

(D. Del. July 2, 2013) ("Given the prompt filing of both the petition for inter partes review and the 
motion to stay, the court cannot discern an improper dilatory motive.").  

115 See supra Part II.B (charting the IPR timeline).  
116 Nexans Inc. v. Belden Inc., No. 12-1491-SLR-SRF, 2014 WL 651913, at *3 (D. Del.), report and 

recommendation adopted, No. CV 12-1491-SLR/SRF, 2014 WL 1232218 (D. Del. Mar. 12, 2014).  
117 See supra Part II.B (comparing the IPX and IPR durations).  
118 Nexans, 2014 WL 651913 at *1-2.  
119 Id. at *2.  
120 Id. at *3.  
121 Id.
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In many cases, if a party requests a stay before the PTAB has granted the petition, 
the court will decline to stay the proceedings without prejudice. 122 In some cases, 
however, a court may find it convenient to stay the case while the PTAB determines 
whether or not to grant a petition. 123 Given that most unsuccessful motions are de
nied without prejudice, a movant should file a motion prior to the PTAB's initial 
decision. If the motion is unsuccessful, the movant should renew the motion after 
the PTAB institutes review.  

d. Relationship of Parties 

Notwithstanding the previous considerations, the relationship between the 
moving and non-moving parties is often the dispositive factor in denying a motion 
to stay litigation. If the two parties are direct competitors where any delay could 
damage a competitor's market position, a court is unlikely to grant a stay. 124 In 
Team Technologies, the parties were competitors for tooth-whitening products, and 
the court determined that placing the litigation on hold would increase the harm to 
the patent owner, particularly because the patents were due to expire soon.125 Inter
estingly, the court noted that the plaintiff did not need to seek a preliminary injunc
tion to receive consideration of competitive harm. 126 

But mere competition may not be enough. If other competitors exist in the 
same market and the plaintiff fails to bring a motion for a preliminary injunction, a 
court may slightly favor a stay. 127 A court may also consider the remaining duration 
of the patent term to estimate the magnitude of harm. Thus, a direct competitor of
ten cannot stay district court litigation while challenging a patent in an IPR unless 
other competitors exist in the market or the patent term is far from expiration. This 
consideration, along with the timely filing of an IPR and a motion to stay, will bene
fit a movant seeking to avoid undue prejudice to the non-moving party.  

2. Issue Simplification 

To evaluate the second factor in a motion to stay-if an IPR will simplify the 
issues in the case-courts look at the scope of the IPR. A few courts will also eval

122 See, e.g., Nat'l Oilwell Varco, L.P. v. Pason Sys. USA Corp., No. A-12-CA-1113-SS, 2013 WL 
6097578, at *1 (W.D. Tex. June 20, 2013) (declining to stay IPR without prejudice).  123 See, e.g., Grobler v. Sony Computer Entm't Am. LLC, No. 12-CV-01526-JST, 2013 WL 8445750, 
at *1 (N.D. Cal. June 6, 2013) (noting that the PTAB's decision will provide intrinsic evidence 
useful for claim construction).  

124 Procter & Gamble Co. v. Team Techs., Inc., No. 1:12-CV-552, 2013 WL 4830950, *2 (S.D. Ohio 
Sept. 10, 2013).  

125 Id 
126 Id. (citing Universal Elecs., Inc. v. Universal Remote Control, Inc., 943 F. Supp. 2d 1028, 1031 

(C.D. Cal. 2013)).  
127 TruePosition, Inc., v. Polaris Wireless, Inc., No. 1:12-CV-646-RGA/MPT, 2013 WL 5701529, at 

*5 (D. Del.), report and recommendation adopted, No. 1: 12-CV-646-RGA, 2013 WL 6020798 (D.  
Del. Nov. 12, 2013).
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uate the statistical success rates for IPRs to determine the likelihood that a given is
sue will be simplified. 12 8 

While it seems that courts decide motions to stay in a binary fashion, one size 
does not fit all. Courts exercise broad discretion in managing cases on their docket.  
Accordingly, motions to stay are often granted or denied in part. In some cases, a 
court will issue a partial stay for a few of the patents in a case.129 Courts will even 
restrict stays on certain causes of action while continuing others. 130 Moreover, 
courts will look at related actions by the same patent holder against multiple de
fendants where an IPR will not simplify issues for all of the parties. Judge Stark, 
for example, denied a motion to stay when a case was related to thirteen other ac
tions before the same court. 131 Judge Gilstrap also denied a motion to stay when the 

patent was involved in five active cases.132 

Surprisingly, on occasion, courts will stay the entire litigation despite the mo
vant failing to challenge all the asserted patents in IPRs. 133 This holistic approach 
prevents a court from analyzing issue simplification on a patent-by-patent basis.134 

Accused infringers may find the simplified holistic approach beneficial when a pa
tent owner asserts an army of patents in the same litigation,. However, an IPR can 
only simplify a case if the petitioner challenges the relevant patent claims. Suppose 
that a petitioner chooses to omit certain claims from its IPR or that the PTAB refus
es to grant review of certain claims in the petition. In this scenario, the results of 
the IPR may never simplify the relevant issues before the district court. Applying 
this reasoning, a court would likely decide that a motion to stay is unwarranted. 135 

Thus, a court may apply the holistic approach to deny a motion to stay for an entire 
case when a movant fails to challenge all the patents or patent claims before the 
USPTO. 13 6 

128 See, e.g., RR Donnelley & Sons Co. v. Xerox Corp., No. 1:12-cv-06198, 2013 WL 6645472, at *3 
(N.D. Ill. Dec. 16, 2013) (evaluating the statistical success rate for IPRs); Neste Oil OYJ v. Dy
namic Fuels, LLC, No. 1:12-CV-01744-GMS, 2013 WL 3353984, at *4 (D. Del. July 2, 2013) 
(taking the statistical success rate for IPRs into account).  

129 See, e.g., Encap, LLC v. Scotts Co., No. 1:11-cv-00685, slip op. at 6 (E.D. Wis. Nov. 7, 2013) 
(denying and lifting stay or patents that were not subject to challenge before the USPTO).  

130 See, e.g., Lifescan, Inc. v. Shasta Techs., LLC, No. 1:11-cv-04494, slip op. at 2 (N.D. Cal. Oct. 8, 
2013) (staying third count in amended complaint related to patent subject to IPR).  

131 Clouding IP LLC v. SAP AG, No. 1:13-cv-01456, slip op. at 1 (D. Del. Jan. 21, 2014).  
132 Lennon Image Techs., LLC v. Lumondi Inc., No. 2:13-cv-235-JRG, slip op. at 3 (E. D. Tex. Jan. 6, 

2014) (movant failed to show how stay in one case would affect the other four cases).  
133 e-Watch, Inc. v. ACTi Corp., No. CIV SA-12-CA-695, 2013 WL 6334304, at *1 (W.D. Tex. Aug.  

26, 2013).  
134 Overland Storage, Inc. v. BTD AG, No. 3:10-CV-1700, slip op. at 14 (S.D. Cal. Feb. 11, 2014).  
135 See Procter & Gamble Co. v. Team Techs., Inc., No. 1:12-CV-552, 2013 WL 4830950, at *3-4 

(S.D. Ohio Sept. 10, 2013) (addressing why an IPR that the PTAB will likely reject will not sim
plify the issues for trial).  

136 See RR Donnelley & Sons Co. v. Xerox Corp., No. 1:12-CV-06198, 2013 WL 6645472, at *3-4 
(N.D. Ill. Dec. 16, 2013).
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Courts are also split on how to weigh the IPR statistics. Some courts refuse to 
rely on mere statistics to assume that an IPR petition will be granted or that an IPR 
will invalidate a patent. 13 7 Perhaps courts are too aware that USPTO statistics are 
ephemeral. IPX success rates steadily declined over the years as more petitions 
were filed.13 8 It is possible that courts expect the same trend to occur with IPRs.  
Nevertheless, other courts rely on the statistics as persuasive evidence. Judge Sleet, 
for example, has reasoned that the PTAB's elevated standard for instituting review 
and the PTO's history of cancelling claims results in "a greater likelihood that the 
PTO will cancel at least some of the challenged claims."139 

Thus, a movant in a motion to stay must thoroughly analyze whether or not the 
stay will simplify the issues in the litigation. Issue simplification is not simple.  
Courts consider a multitude of issues-the patents and patent claims, the parties 
joined in litigation and in the IPR, the number and scope of the IPRs, and the 
USPTO statistics on IPRs-to determine if a stay will simplify the issues.' 40 

3. Stage of Litigation 

To evaluate the third factor-if discovery.is complete and whether a trial date 
has been set-courts center the analysis around efficiency.141 First, a court may 
look at the amount of work remaining in a litigation.142 Second, a court may look at 
the amount of work complete in a litigation.143 Finally, a court may look at the case 
schedule for milestones, including the end of fact discovery and the Markman hear
ing.144 The third factor often leverages the undue prejudice factor to compare the 
stage of litigation to the stage of the IPR proceeding. As a result, the stage of litiga
tion often receives only passing consideration.' 45 

137 See, e.g., id at *3.  
138 See Inter Partes Reexamination Filing Data, supra note 71 (reporting all claims canceled in 67% 

of IPXs with certificates issued through 2008 and 31% of IPXs with certificates issued through 
2013).  

139 Neste Oil OYJ v. Dynamic Fuels, LLC, No. 1:12-CV-01744-GMS, 2013 WL 3353984, at *4 (D.  
Del. July 2, 2013).  

140 See, e.g., id. at 4-5 (taking into consideration statistics, patent claims, and the parties joined in liti
gation and IPR).  

141 See SenoRx, Inc. v. Hologic, Inc., No. 12-173-LPS-CJB, 2013 WL 144255, at *5 (D. Del. Jan. 11, 
2013) ("Granting such a stay early in a case ... advance[s] judicial efficiency and maximize[s] the 
likelihood that neither the Court nor the parties .expend their assets addressing invalid claims.") (in
ternal quotation marks omitted).  

142 See, e.g., Neste Oil, 2013 WL 3353984, at *5.  
143 Id 

44 See, e.g., Softview LLC v. Apple Inc., No. 1:10-CV-00389-LPS, slip op. at 3-4 (D. Del. Sept. 4, 
2013) (granting motion to stay after considering that "fact discovery [wa]s complete, as [wa]s the 
Markman process").  

'4 See, e.g., Neste Oil, 2013 WL 3353984, at *5 (devoting slightly more than a scintilla of analysis 
within the stage of litigation discussion).
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B. Statistics on Staying Litigation Pending Inter Partes Reviews 

Since the USPTO began offering IPR proceedings in 2012, there has been a 

steady growth in the number of district court motions to stay litigation. With over 

170 motions to date, 146 a picture is developing in which parties strategically manage 

legal costs by shifting forums from district court to the USPTO.  

In over 60% of the motions, a particular party will move to request a stay 

without the agreement of the opposing party.147 While it may seem that litigious 

parties would always oppose each other's motions, nearly 30% of motions include 

an agreement or stipulation between the parties. 148 Moreover, multiple parties and 

renewed motions often result in multiple motions to stay in a given dispute. 14 9 

Nevertheless, the trend toward requesting stays in litigation is apparent with an 

average grant rate above 70%.15 When a motion is disputed between the parties, 

courts have granted the stays at about a 60% rate.151 This statistic shows a slight in

crease from motions to stay associated with IPX proceedings where courts granted 

only about half of the motions.152 

When both a patent owner and an accused infringer agree to stay litigation, a 

court will almost certainly grant a request. Notably, courts grant nearly 98% of re

quests in which the parties stipulate or agree to a stay.153 This data suggests that 

courts recognize the inherent value in the USPTO as an alternate forum.  

The aggregate data, however, does not tell the full story. Despite the number 

of motions mirroring the most common forums for patent litigation,154 grant rates 

vary significantly from one forum to another. This raises fears of forum shopping, 

which routinely concern Congress and the Federal Circuit. In the District of Dela

ware, for example, Judge Sleet has granted nine out of ten motions to stay.15 5 The 

Northern District of California similarly grants motions to stay at an 84% rate. 1 56 In 

contrast, the Eastern District of Texas has granted fewer than 55% of the requests.15 7 

A significant number of the requests granted in the district represent motions 

146 See infra Appendix I (showing 172 total motions to stay with a final ruling).  
147 Id. (showing 109 motions by party out of 172 total motions).  
148 Id. (showing 49 stipulated or agreed motions out of 172 total motions).  
149 Id. (summarizing 141 cases out of 222 in which only one motion was filed).  
150 Id. (showing courts granting 123 out of 172 motions to stay).  
151 See infra Appendix II (summarizing that 66 stays were granted while 40 stays were denied).  
152 Matthew A. Smith, Stay, Suspension and Merger: Considerations for Concurrent Proceedings In

volving Inter Partes Reexamination, 90 J. PAT. & TRADEMARK OFF. Soc'y 657, 664 (2008).  

153 See infra Appendix II (showing courts granting 48 out of 49 motions to stay).  

154 See infra Appendix III (showing the top five courts as the Northern District of California, the Dis

trict of Delaware, the Central District of California, the Eastern District of Texas, and the Northern 

District of Illinois).  
155 Id. (listing results for Judge Gregory M. Sleet in DED).  
156 Id. (listing 21 of 25 motions granted).  

157 Id. (listing 6 of 11 motions granted).
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brought by stipulation between the parties. 15 8 Strikingly, courts in the district grant 
fewer than 30% of requests when the parties dispute the motion to stay. 15 9 Thus, fo
rum shopping may be a critical issue for parties looking to reduce the costs of litiga
tion with a stay.  

Although there are significant differences between forums, district courts have 
granted motions to stay more often for IPRs than IPXs. 160 In totality, there are sev
eral motivating factors that justify this change. First, IPRs complete much more 
quickly than IPXs.161 While IPXs take 30.38 to 42.05 months on average, IPRs 
complete within two years. 162 Second, the estoppel provisions for IPRs attach more 
quickly than in IPXs. 16 3 With IPRs, estoppel attaches as soon as the PTAB renders 
a final decision.164 In contrast, IPX estoppel attaches only after a final decision by 
the Federal Circuit, which may add ten months to the lengthy proceeding. 165 Third, 
IPRs permit the PTAB to join parties and petitions to promote efficiency. 16 6 Fourth, 
IPRs are a useful tool for all patents, regardless of the date of filing. Under the pre
vious proceeding, patents filed before November 29, 1999, were exempt from scru
tiny. 167 Finally, IPRs permit parties to settle rather than complete the review. Dis
trict courts strongly favor settlement discussions between parties to help control 
their dockets and IPRs enhance the probability of settlement, saving precious judi
cial resources. 168 Thus, the PTAB provides an alternative to litigating patent inva
lidity in district court and has the potential to benefit patent owners, accused in
fringers, and the judicial system.  

V. A Settlement.Tool 

In addition to serving as an alternative to litigation where patents are invalidat
ed or narrowed in scope, IPRs also serve as a useful tool in inducing parties entan
gled in litigation to settle. The primary driver of settlements is often the cost of liti
gation. An IPR is significantly cheaper than district court litigation, but a petitioner 
must tailor the filing of the IPR to the particular dispute. With the aforementioned 
estoppel provisions, patent owners may favor settlement over the risk of exhausting 
their patent rights. On the other hand, an alleged infringer may consider an IPR as a 
tool in avoiding treble damages for willful infringement. The true value of IPRs as 

158 See infra Appendix I (listing 3 of 6 granted motions requested by stipulation).  
159 Id. (listing 2 of 7 motions granted).  
160 See supra text accompanying notes 151-52.  
161 See supra Part II.B (comparing IPR and IPX durations).  
162 Id 
163 See supra Part II.G (comparing IPR and IPX estoppel).  
164 Id 
165 See Median Time to Disposition in Cases Terminated After Hearing or Submission, U.S. COURT OF 

APPEALS FOR THE FEDERAL CIRCUIT, http://www.cafc.uscourts.gov (last visited Jan. 8, 2014) (navi
gate to "The Court" menu; then navigate to "Statistics" hyperlink; then follow the detailed table of 
data "2004-2013" hyperlink).  

166 See supra Part II.A (discussing joinder).  
167 See supra Part III.  
168 See supra Part II.G (discussing settlement provisions for IPRs).
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a settlement tool, however, is inversely dependent on the number of claims and pa

tents at issue in the dispute.  

A. Litigation Costs 

One of the most compelling sources of settlement lies in avoiding future litiga

tion costs. If future litigation costs approach the expected benefit of continued liti

gation, a rational party may wish to settle a dispute rather than continue to litigate 

it. 69 Patent litigation, in particular, can be expensive. According to the most recent 

survey conducted by the American Intellectual Property Law Association (AIPLA), 

the minimum cost of a patent litigation from filing through the end of discovery is 

$350,000.170 If the case involves more than $25 million at risk, the median cost ris

es to $3 million.171 If a party wishes to litigate the case through the end of the trial, 

the total inclusive cost of the litigation ranges from $700,000 to $5.5 million. 172 

In comparison, the cost of litigating an IPR is relatively low. The USPTO has 

estimated that the average IPR will cost $193,000.173 While this cost would natural

ly increase with additional claims, patents, or both, the cost tradeoff between litiga

tion and USPTO proceedings is an important consideration. As.the claims at issue 

increase, more IPRs need to be filed and the costs for a given IPR increase. If 

claims in litigation are spread across multiple patents, then a motion to stay is most 

often granted when all The claims across all the patents are challenged in IPRs. 174 

Petitioners, however, can defray the costs of USPTO proceedings by sharing them 

with other interested parties, not unlike district court litigation costs.  

B. Timing 

To maximize the probability of settlement, a petitioner must carefully time the 

filing of an IPR. She must have had notice of the patent's existence, via a freedom

to-operate search or a demand letter, and sufficient time to prepare an IPR petition.  

The USPTO estimates that the preparation of an IPR petition for filing will require 

135 attorney hours or $46,000 with a median billing rate of $340 an hour.175 Even 

when a party knows there is a strong case for invalidating a known patent, it may 

169 See, e.g., Keith Leffler & Cristofer Leffler, Efficiency Trade-Offs in Patent Litigation Settlements: 

Analysis Gone Astray?, 39 U.S.F. L. REV. 33, 38-39 (2004) (discussing congruent interests be
tween patent challengers and consumers, and the role of private settlement agreements).  

170 AM. INTELLECTUAL PROP. LAW Ass'N, REPORT OF THE ECONOMIC SURVEY 2013, at 34 (2013).  

171 Id.  
172 Id.  
173 Changes to Implement Inter Partes Review Proceedings, 77 Fed. Reg. 7041-01, 7057 (proposed 

Feb. 10, 2012) (to be codified at 37 C.F.R. pt. 42) (estimating that a "60% weighting factor should 

capture the typical costs of an inter partes review" where the basis is $322,000, the average report

ed cost of two-party interference proceedings through the end of the preliminary motion phase).  

174 See supra Part IV.A.2 (addressing how courts determine if an IPR will simplify the relevant is
sues).  

175 Changes to Implement Inter Partes Review Proceedings, 77 Fed. Reg. 7041-01, 7057 (proposed 
Feb. 10, 2012) (to be codified at 37 C.F.R. pt. 42) (estimating that IPR filings will cost the same as 
IPX filings).
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wait to file an IPR and file suit in district court first to defer the investment neces
sary to prepare a petition.  

In contrast, filing an IPR related to existing litigation is an easier proposition.  
There are two primary advantages for an alleged infringer to file an IPR. First, the 
filing of an IPR may compel a court to stay proceedings pending the resolution of 
the IPR. This avenue has the potential to save the defendant significant sums of 
money by shifting much of the invalidity litigation to another forum. Second, the 
filing of an IPR may compel the patent owner to settle because of the threat of an 
IPR invalidating the patent. If the patent owner is suing many alleged infringers, 
filing an IPR represents a risk to the patentee. If the patent, or particularly valuable 
claims within the patent, are subject to an IPR and the PTAB finds them invalid, the 
patent owner would be estopped in district court from arguing against invalidity and 
would be estopped from bringing additional infringement actions. Thus, a potential 
infringer of a patent often will wait for district court litigation to commence before 
considering an IPR. Conversely, a patent owner can benefit when the accused in
fringer files suit first, particularly if the patent owner includes a claim challenging 
the validity of the patent.176 

C. Estoppel 

Because estoppel applies to both the petitioner and the patent owner, settle
ment may be a mutually beneficial interest between the parties. A patent owner 
may want to settle to avoid being estopped from arguing alternative positions in dis
trict court or from bringing subsequent cases against other alleged infringers. A pe
titioner may want to settle to avoid the risk of litigation in court or the threat of a 
jury trial.177 

The balance, however, is in the petitioner's favor if the PTAB institutes a re
view. By granting review, the PTAB is stating in effect that the petitioner has a 
genuine argument. Given that the standard for instituting review is similar to how 
district courts determine preliminary injunctions, it would not be unreasonable to 
expect that settlement rates after the institution of an IPR mirror settlement rates in 
district court after a judge grants a motion for preliminary injunction. Moreover, a 
substantial majority of patent claims reviewed by the PTAB have been invalidated, 
leading to a perception of the PTAB as a patent killer. 17 8 A patent owner, therefore, 
may strongly consider settlement to avoid the risks of estoppel.  

176 See 37 C.F.R. 42.101(a) (2014) (prohibiting petitioners who previously "challeng[ed] the validity 
of a claim of the patent" in court from filing an IPR).  

177 See John R. Allison, Mark A. Lemley & Joshua Walker, Patent Quality and Settlement Among Re
peat Patent Litigants, 99 GEO. L.J. 677, 681, 694 (2011) (noting that 9.2% cases win on the merits 
and 89.6% of cases settle).  

178 See Scott A. McKeown, PTAB Closely Scrutinizes Petition Grounds, PATENTS POST-GRANT 
(April 18, 2013), http://www.patentspostgrant.com/lang/en/2013/0 4 /ipr-petition-grounds-closely
scrutinized (describing "patent killer" sentiment).
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D. Willfulness 

In addition to using IPRs to avoid district court litigation, alleged infringers 

may be tempted to file IPRs after obtaining an opinion of counsel. Doing so would 

certainly bolster a potential defense to willfulness in a future patent litigation. 1 79 

The cost of doing so, however, may be prohibitive. IPRs cost significantly more 

than mere legal opinions with a median cost of $193,000.180 In contrast, patent 

opinions range in cost between $10,000 and $100,000.181 Only with the complicat

ed opinions that cost closer to $100,000 does any post-grant proceeding make fi

nancial sense. Even in these cases, however, multiple IPRs may increase costs be

yond the median amount estimated by the USPTO. Thus, a detailed economic 

analysis is necessary to determine the best course in each situation.  

An alleged infringer, however, may be more interested in an ex parte reexami

nation as a more cost-effective approach. Ex parte reexaminations filings start at 

$12,000,182 and the AIPLA has reported that the median filing charge is only 

$15,000.183 If an infringement action has not been filed, ex parte reexaminations 

also benefit from anonymity where the USPTO does not reveal a petitioner's identi

ty to the patent owner. Thus, a petitioner may avoid the threat of a parallel district 

court litigation with an ex parte reexamination. A successful willfulness defense 

using USPTO proceedings may discourage a patent owner from filing suit, or may 

encourage a patent owner to settle after losing the ability to collect treble damages.  

VI. Risks 

While IPRs can be a cost effective means of invalidating patents and can in

duce settlements, there are also many risks in the process. Most importantly, peti

tioners can only challenge patents on limited grounds. Meanwhile, a patent owner 

may amend claims during an IPR. Petitioners are often hamstrung by restrictive 

page limit requirements and estoppel considerations. Finally, joint defense petitions 

to the PTAB can be difficult to manage and may impose limitations on the positions 

a party may take.  

A. Limitations of Invalidity Challenges 

A petitioner for an IPR is not free to assert any grounds for review. Instead, 

Congress limited petitioners to issues related to prior art. 184 Petitioners may not as

sert a prior public use, on sale bar, or something, other than a patent or printed pub

179 See Ultratec, Inc. v. Sorenson Commc'ns, Inc., No. 3:13-CV-00346, 2014 WL 4265847, at *35 

(W.D. Wis. Aug. 28, 2014) (reasoning that IPRs "should be entitled to more weight in the reasona

bleness analysis than was given to the prior re-examination procedure").  

180 See supra note 170 and accompanying text.  
181 See Kimberly A. Moore, Empirical Statistics on Willful Patent Infringement, 14 FED. CIR. B.J. 227, 

228 n.5 (2004) (noting that patent opinions can cost $100,000 or more).  

182 U.S. Patent & Trademark Office, Manual of Patent Examining Procedure 1.20 (9th ed. Mar.  

2014).  
183 AM. INTELLECTUAL PROP. LAW Ass'N, supra note 167, at 27.  
184 See 35 U.S.C. 311(b) (2013) (limiting petitions to section 102 or 103).
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lication. Also, petitioners may not assert any grounds for review under 112, in
cluding written description, enablement, best mode, and indefiniteness.18 5 

Courts have used these limitations to reason that IPRs will not simplify all the 
invalidity issues in a dispute. In contrast, PGRs permit any grounds for review ex
cept for best mode. 186 Courts may reason that because of the narrow scope of IPRs, 
a motion to stay in litigation is inappropriate. 187 This risk, however, is likely deter
mined on a case-by-case basis where a court ruling on a motion to stay will consider 
both the magnitude and strength of the invalidity issues relative to the scope of the 
PTAB proceeding.  

B. Patent Owner Amendments 

One of the risks of any post-grant proceeding lies in the patent owner's ability 
to amend the claims. To combat this risk, the PTAB has defined strict limits on the 
patent owner's freedom to amend claims where "only one substitute claim. . . [can] 
replace each challenged claim." 188 Amendments must relate to the grounds of inva
lidity raised during the PTAB's review.189 Most importantly, a patent owner has a 
high burden for each proposed substitute claim where at least a patentable distinc
tion over the prior art must be made. 190 Thus, claim amendments are difficult for 
patent owners where "mere conclusory statement[s] . . . [are] on its face inade
quate." 191 

C. Page Limits 

Unlike district courts, the PTAB strictly enforces page limitations for all fil
ings.192 Parties are limited to sixty pages for a petition and fifteen pages for a mo
tion.193 In contrast, IPXs did not have any page limits. 94 IPXs permitted petitions 
with several hundred pages and did not require parties to select a narrow set of the 

185 See 37 C.F.R. 42.104(b)(3) (2014) (requiring a petitioner to provide a suggested claim construc
tion).  

186 Id. 42.204 (2014).  
187 See TruePosition, Inc. v. Polaris Wireless, Inc., No. 1:12-CV-00646, 2013 WL 5701529, at *3 (D.  

Del.), report and recommendation adopted, No. CV 12-646-RGA, 2013 WL 6020798 (D. Del.  
Nov. 12, 2013) (noting the lack of review of issues under 112 during IPRs).  188 Idle Free Sys., Inc. v. Bergstrom, Inc., No. IPR2012-00027, 2013 WL 5947697, at *3 (P.T.A.B.  
June 11, 2013).  

189 37 C.F.R. 42.121 (2014).  
190 Idle, 2013 WL 5947697, at *4.  
191 Id. at *5.  
192 See Idle Free Sys., Inc. v. Bergstrom, Inc., No. IPR2012-00027, Paper 26, at *2 (P.T.A.B. June 18, 

2013) (finding "no good reason ... to authorize additional pages for the motion").  
37 C.F.R. 42.24(a)(1) (2014).  194 Changes to Implement Inter Partes Review Proceedings, 77 Fed. Reg. 7041-01, 7053 (proposed 
Feb. 10, 2012) (to be codified at 37 C.F.R. pt. 42) (noting the "lengthy and unwarranted delays" 
when "parties had little incentive to focus the issues for decision").
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most persuasive arguments. 195 The only page limit exception that survives the tran
sition from IPX proceedings to IPR proceedings is the exemption for appendices 
and declarations. 196 Under the PTAB's confinement, parties may prefer to settle ra
ther than select which arguments to make under such a restricted limit where estop
pel attaches before an appeal to the Federal Circuit.  

D. Joint Petitions 

While the risks associated with the scope of IPRs, patent owner amendments, 
and page limits are well known, one of the more complicated risks with IPRs lies in 
joint defense groups. Joint defense group agreements often are drafted before par
ties decide to file an IPR petition. An agreement, however, may control a party's 
ability to file a petition or impose a duty on a party to inform members of the group 
before filing. In some situations, agreements may even state that all parties must 
join the IPR filing.  

Parties may also agree to joint petitions to save on the costs of an IPR. Before 
making this decision, however, a party should consider whether or not it wishes to 
subscribe to the group's approach to the proceeding. If a party within the group 

wishes to change direction after the IPR is instituted by replacing its representation, 
the PTAB is much less forgiving than district court judges and will likely deny the 
request, forcing the retention of the original representation. 19 7 

In addition to the PTAB's scrutiny of joint defense groups, courts have evalu
ated individual parties in joint defense groups with particular concern when consid
ering motions to stay. 198 Forming a joint defense group may preclude any stays in 
litigation because of the undue prejudice on the patent owner and the efficiency of 
the group. Thus, joint defense groups present challenges before both the PTAB and 
the district court when filing an IPR.  

E. Evidence in Jury Trial 

While the benefits of filing an IPR may be great, petitioners face significant 
risks associated with the PTAB's decision to institute review. If the PTAB does not 

195 Andrei Lancu, Ben Haber & Elizabeth Iglesias, Inter Partes Review Is the New Normal: What Has 

Been Lost? What Has Been Gained?, 40 AIPLA Q.J. 539, 570 (2012) (providing an example of a 
petition several hundred pages in length).  

196 Id. at 547.  
197 See Ryan Davis, Apple Stuck with Norton Rose Fulbright in AIA Review, LAw360 (Mar. 28, 2014, 

7:09 PM), http://www.law360.com/articles/522940/apple-stuck-with-norton-rose-fulbright-in-aia
review (discussing PTAB's refusal to allow one petitioner to split with joint petitioners without 

consent from the patent owner).  
198 See Parallel Networks, LLC v. KOG Games Inc., No. 1:13-cv-00178, slip op. at 1 (D. Del. Feb. 5, 

2014) (granting motion to stay for all parties except for Ignite Techs. because one of the patents 
subject to an IPR was not asserted against them); Am. Vehicular Scis. LLC v. Toyota Motor Corp., 
No. 6:12-cv-00404, slip op. at 3 (E.D. Tex. Feb. 19, 2014) (granting stay only for Toyota).
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grant review, evidence of this failure may be admissible at trial in district court. 19 9 

Any jury who hears such evidence is unlikely to be convinced of a patent claim's 
invalidity in light of the PTAB's decision and the perceived status of the USPTO as 
an expert on patent matters. 200 Thus, a court may exclude evidence of a pending 
IPR due to the prejudicial, confusing, and often misleading nature of USPTO pro
ceedings. 20 1 

VII. Future of Inter Partes Reviews 

Although the IPR proceeding was recently instituted, Congress is continually 
considering changes, to the law to improve the viability of the PTAB as a forum.  
While parallel challenges continue to be a problem for patent owners and alleged 
infringers alike,202 several other issues have arisen.203 

A. Relaxation of Estoppel Provision 

Some practitioners have called for a relaxation in the estoppel provisions.204 
During the negotiations for the original AIA, Congress initially proposed to phase 
out the IPX proceeding and replace it with the PGR proceeding. 205 Then, a com
promise resulted in the creation of the IPR proceeding, but Congress failed to adopt 
the relaxed "actually raised" estoppel standard and maintained the "could have 
raised" language instead. 206 To correct its oversight, Congress is now considering a 
proposal to replace the "could have raised" estoppel standard with an "actually 
raised" standard for both PGRs and IPRs. 20 7 While this proposal seems to benefit 
petitioners who file IPRs, the impact is far from clear. Under a relaxed estoppel 
standard, district courts will likely be more hesitant to grant requests to stay litiga

199 For an analysis of why such evidence should be prohibited, see InterDigital Commc'ns, Inc. v.  
Nokia Corp., No. 1:13-CV-00010-RGA, slip op. at 1-2 (D. Del. Sept. 19, 2014).  

200 See Ryan Davis, BlackBerry Can't Mention AIA Review at Patent Trial, LAw360 (Mar. 28, 2014, 
5:37 PM), http://www.law 3 60.com/articles/522936/blackberry-can-t-mention-aiareview-at-patent
trial (granting patent owner's motion in limine to preclude alleged infringer from "offering evi
dence of the pending inter partes review process").  

201 See Server Tech., Inc. v. Am. Power Conversion Corp., No. 3:06-CV-00698-LRH, 2014 WL 
1308617, at *4 (D. Nev. Mar. 31, 2014) (excluding evidence from a pending reexamination be
cause of its prejudicial effect and risk of confusing the jury).  

202 See Charles Gorenstein, Is It Time for a Patch To Be Applied to the AIA?, LAw360 (May 16, 2014, 
12:44 PM), http:///www.law360.com/articles/535185/is-it-time-for-a-patch-to-be-applied-to-the
aia (discussing problems with parallel litigation).  

203 See 158 CONG. REc. H7455-01 (statement of Rep. Smith) (proposing a correction that was later 
ratified for the dead zone of patents filed under the previous regime, but after the institution of IPR 
proceedings).  

204 See Small Businesses and Patent Abuse: Hearing Before the S. Judiciary Comm., 113th Cong.  
(2013), 2013 WL 6628582 (statement of Philip S. Johnson, Chief Intellectual Property Counsel, 
Johnson & Johnson).  

205 Jeffrey P. Kushan, The Fruits of the Convoluted Road to Patent Reform: The New Invalidity Pro
ceedings of the Patent and Trademark Office, 30 YALE L. & PoL'Y REv. 385, 400 (2012).  

206 Id. at 401.  

207 See Small Businesses and Patent Abuse, supra note 201 (referring to the elimination of the original 
AIA estoppel provision).
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tion when a petitioner is not estopped on any grounds other than what was actually 
raised before the PTAB. Thus, Congress may delay any changes to the estoppel 
standard until the impacts are evaluated in depth.  

B. Unification of Claim Interpretation Standards 

In addition to the potential for a shift in estoppel provisions, Congress is con
sidering the unification of claim interpretation standards between the PTAB and dis
trict courts.208 The PTAB currently follows the "broadest reasonable interpretation" 
standard. 209 In contrast, district courts use the "plain and ordinary meaning" stand
ard.210 A unification of standards would support the view of some judges and avoid 
the problems that result when district courts arrive at a claim interpretation that con
flicts with the USPTO. Moreover, district courts may be more willing to grant re
quests to stay litigation if the PTAB provides the same claim construction that the 
court would otherwise provide. This change would also discourage forum shopping 
between district courts and the PTAB to invalidate patents. Thus, these proposed 
changes may improve the viability of the PTAB and the IPR proceeding.  

VIII. Conclusion 

While the AIA did usher the United States into a modern patent priority sys
tem, it also provided a viable alternative tribunal to challenge issued patents. The 
efficient IPR proceedings before the PTAB stand in contrast to the unduly long IPX 
proceedings before the BPAI. Many other differences between the two proceedings 
reflect a desire to enable the USPTO to be the specialized tribunal for issues of pa

tent validity. To a large extent, the popularity of the proceeding since institution 
has affirmed this aspiration. Moreover, motions to stay litigation before district 
courts are granted at increasing rates.  

As a part of a settlement toolbox, patent owners and challengers alike should 
consider the use of IPRs to avoid the burdens of litigation while protecting their in
terests. Nevertheless, IPRs have their risks. Limited grounds for challenging pa
tents and restrictive page limit requirements force parties to focus the review on the 
key issues. Despite this criticism, Congress appears amenable to further streamlin
ing the IPR process to bolster the capability of the USPTO. Patent litigants, there

fore, should be mindful of the new proceeding to navigate district court litigation 
with the best balance between costs, patent rights, and the public's interest.  

208 See Small Businesses and Patent Abuse: Hearing Before the S. Judiciary Comm., 113th Cong., 
2013 WL 6673629 (statement of Q. Todd Dickinson, Executive Director, American Intellectual 

Property Law Association'.  
209 Flo Healthcare Solutions, LLC v. Kappos, 697 F.3d 1367, 1382-83 (Fed. Cir. 2012) (Newman, J., 

additional views).  
210 See, e.g., Phillips v. AWH Corp., No. 97MK212(CBS), 2002 WL 32827996, at *11 (D. Colo. Nov.  

22, 2002) (adopting the plain meaning of the claim term); Toro Co. v. White Consol. Indus., Inc., 
920 F. Supp. 1008, 1016 (D. Minn. 1996) (reviewing the ordinary meaning of the claim language); 
Vitronics Corp. v. Conceptronic, Inc., No. C-91-696-L, 1992 WL 515321, at *5 (D.N.H. July 20, 
1992) (noting that claim terms should be given their ordinary and accustomed meaning).
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Appendix I. Motions to Stay Pending Inter Partes Reviews

Bennett Regulator 5-12-cv
Guards, Inc. v. Atlanta 01040 8/1/2013 Stipulated/ Granted John R.  

Gas Light Co. (OHIND) Agreed Adams 
Pentair Water Pool and 2-13-ev- Motion by 
Spa Inc. v. Fail-Safe 01321 12/30/2013 Mty Granted Lynn 
LLC (WIED) Party Adelman 

Cheetah Orrni, LCC v. 11-c- /2 Motion by Francis M.  
UA00255 6/7/20 13 onry Granted Aler 

USA (COFC) Party Allegra 

Streetspace, Inc. v. William H.  
Gogpe, Inc. 04574 12/4/2013 Sue Sponte N/A Willsm H.  

(CAND) 
Evolutionary 3-13-cv- Motion by William H.  
Intelligence, LLC v. 04201 1/9/2014 Party Granted Alsup 

Apple Inc. (CAND) 
Game Controller 

Technology LLC v. 1-13-cv
Sony Computer 22795 10/25/2013 Motion by Denied ecila M.  
Entertainment (FLSD) Party Altonaga 
American, LLC 
Riverbed Technology, 1-1 I -cv
Inc. v. Silver Peak 00484 9/11/2013 Motion by Granted Richard G.  
Systems, Inc. (DED) Party Andrews 

Walker igitalLLC v. 1-1 l-cv- Si uae/R c ad G 0 9 i r sf op D D // 0 3A re r ne n r w 
Walker Digital LLC v. 1-11-cv Stipulated/ Richard G.  

MicrsoftCor. 0091 /11/013Granted 

Microsoft Corp. (DED) Agreed Andrews 

Walker Digital LLC v. 009 7/11/2013 Stipulated/ Gaed Richard G.  
Microsoft Corp. (DED) Agreed Andrews 

TruePosition, Inc. v. 1-12-cv- Review of Richard G.  
Polaris Wireless, Inc. 00646 11/12/2013 Magistrate Denied Andrews (DED) Report Re 

TruePosition, Inc. v. 1-12-ev- Motion by Richard G.  
Polaris Wireless, Inc. 00646 11/12/2013 Party N/A Andrews (DED) 

ViiV Healthcare Co. v. 1-12-cv- Motion by Richard G.  
Mylan Inc. 01065 9/17/2013 Party Denied Andrews 

My lan Inc. (D ED ) 

Parallel Networks, LLC 1_-13-cv- Motion by Richard G.  
v. KOG Games Inc. 0D178 2/5/2014 Party Granted Andrews 

e-Watch, Inc. v. 4-13-cv- Motion to Nanc F 
Avigilon Corp. 00347 12/17/2013 Clarify Granted Atlas (TXSD) Order Re
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e-Watch, Inc. V 007 1/ Motion by N/A Nancy F.  
Avigi Ion Corp. (TXSD) Party Atlas 

MGT Gaming, Inc. v. 3-13-cv- Motion by Denied F. Keith Ball 
WMS Gaming, Inc. 00691 12/13/2013 Party 

(MSSD) 

Warsaw Orthopedic Inc. 38 2/28/204 Stipulated/ Cathy Ann 
v. NuVasive Inc. (CASD) Agreed Bencivengo 

Warsaw Orthopedic Inc. 3-12-cv- Motion to Cathy Ann 
v. NuVasive Inc. 02738 2/18/2014 Clarify N/A Bencivengo 

(CASD) Order Re 

Warsaw Orthopedic Inc. 38 1/10/2014 Motion by N/A Cathy Ann 
v. NuVasive Inc. (CAS) Party Bencivengo 

Warsaw Orthopedic Inc. 3-12-cv Motion by Other Cathy Ann 
v. NuVasive Inc. 02738 5/30/2013 Party Bencivengo (CASD) 

812cv
Star EnviroTech., Inc. v. -812 4/3/2013 Motion by Granted Jesus G.  
Redline Detection, LLC (CACD) Party Bernal 

e-Watch, Inc. v -12-cv- Review of 

Mobotix Corp. 00492 6/14/2013 Magistrate Granted Fred Biery 
(TXWD) Report Re 

e-Watc, Inc.v. r,-12-ev- Mto e-Watch, Inc . 0049 6/14/2013 Motion by N/A Fred Biery 
Mobotix Corp. (TXW/D) Party 

e-Watch, Inc. v. ACTi 5-12-cv- Review of 
00695 8/26/2013 Magistrate Granted Fred Biery 

Corp. (TXWD) Report Re 

e-Watch, Inc. v. ACTi 5-12v- N Motion by 
Corp. 00695 8/26/201 3 Mot by A Fred Biery 

(TXWD) Party 
Proctor & Gamble Co. I-12-cv
v. Team Technologies, 00552 2/11/2014 Motion Denied Black 
Inc. (O-ISD) 
Proctor & Gamble Co. 1 -12-cv- Motion by Timothy S 
v. Team Technologies, )0552 9/10/2013 Party N/ Black 
Inc. (O1I SD) 

NUtech Ventures v. 0226 5/30/2013 Motion by Granted Christopher 
Norman Noble, Inc. (OHND) Party A. Boyko 

Fiber, LLC v. Ciena 00840c 7/18/2013 Stipulated/ Philip A.  
Corp. D) Agreed Granted Brimmer
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Destination Maternity 2 -12 32v 4 Motion by Anita B.  
Corp. v. Target Corp. (PAED) Party Brody 

Princeton Digital Image I-12-cv- Motion by Chr 
Corp. v. Harmonix 01461 1/15/2014 Granted Br e 
Music (DED) Party Burke 

CTP Innovations, LCC 3-13-cv
v. American Printing 00582 8/8/2013 Stipulated! Granted Todd 
Co., Inc. (TNMD) Agreed Campbell 
CTP Innovations, LLC 1-13-cv
v. Benson Integrated 02166 8/23/2013 Motion by Granted Julie .  
Marketing (GAND) Party Carnes 

CTP Innovations, LLC 23-cv- Stipulated/ Julie E.  
v. Rohrer Corp. 02171 8/23/2013 Agreed Granted Carnes (GAND) Are 

Otto Bock lealthCare 03v- 12/16/2013 Motion by Denied Cormac J.  
LP v. Ossur Hf (CACD) Party Carney 

Signal Enhancement 8-12-cv
Technologies LLC v. 02072 1/30/2014 Stipulated David 0.  
Broadcom Corp. (CACD) Grentee 

eCharge Licensing, LLC c5 1/16/2014 Stipulated/ Edmond E.  
v. Square, Inc. (I ND) Agreed Granted Chang 

eCharge Licensing, LLC 1-13-cv- Stipulated/ Edmond E.  
v. Square, Inc. (ILND) Agreed N/A Chang 

Samuels v, TriVascular 3-13 -cv- dStipulated/ Edward M Cr.02261 8/28/2013 SiAted! Edanard Che C orp. (CAND) Agreed Chen 

Evoluntary Intelligence, 3-13-cv- Motion by 
LLC v. Foursquare 04203 1/10/2014 M ty Granted Maxine M.  
Labs, Inc. (CAND) Party Chesney 

Magna Electronics, Inc. 2-13-cv- Motion by Avern C.  
V. Valeo, Inc. 11376 12/9/2013 Party Granted Cohn MIXED ) 

RR Donnelley & Sons I-12-cv- Motion to Sharon 

Co. v. Xerox Corp. 06198 3/17/2014 Clarify Denied Johnson 
(ILND) Order Re Coleman 
l -12-cv- Sharon 

RR Donnelley & Sons 0128 Motion by Nhnron 
Co. v. Xerox Corp. 06198 12/16/2013 Party N/A Johnson 

(ILND) Coleman 
Wildcat Licensing WI, 3-13-cv
LLC v. Johnson 00328 1/22/2014 Stipulated! William M.  
Controls, Inc. (WIWD) Agreed Conley
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IP Co. V. Tropos ~ Motion by Granted Clarence 
Networks, Inc. GAND) Party Cooper 

WhitServe LLC v. 3-06-cv- Motion by Alfred V.  
Computer Packages, 01935 3/4/2014 Party Denied Covello 
Inc. (CTD) 
Ultratec, Inc. v. 3-13-cv- Motion by Barbara 1.  
Sorenson 00346 11/14/2013 M ty Denied B rab.  
Communications, Inc. (WIWD) Party Crabb 
TAS Energy, Inc. v. San 3-12-cv- Motion by Gonzalo P.  
Diego Gas & Electric 02777 2/26/2014 Party Granted Curiel 
Co. (CASD) 
Automatic 
Manufacturing Systems, 6012- 11/21/2013 Motion by Granted Roy B.  
Inc. v. Primera (FLMD) Party Dalton, Jr.  
Technology, Inc.  
Automatic 
Manufacturing Systems, 01727 -5/13/2013 Motion by N/A Roy B.  
Inc. v. Primera (FLMD) Party Dalton, Jr.  
Technology, Inc.  
PersonalWeb 5-13-cv- Motion by Edward J 
Technologies LLC v. 01356 1/13/2014 Party Granted Davila 
Facebook Inc. (CAND) 

Pride Mobility Products 2-13-cv- Motion by Legrome D.  
Corp. v. Permobil, Inc. (PAED) Party Davis 

Uniloc USA, Inc. v. 6-12-cv- Stipulated/ Leonard 
Distinctive 00462 8/6/2013 Aed Granted Dad 
Developments Ltd. (TXED) Agreed Davis 

Pentair Water Pool and 5-11-cv
Spa, Inc. v. Hayward 00459 1/31/2014 Renewed Other James C.  

Industries, Inc. (NCED) Motion Dever, III 

Escort Inc. v. K-40 1-12-cv- Motion by Electont I e 400937 5/20/2013 Mty Granted Susan J. Dlott 
(OH SD) 

Everlight Electronics 4-12-cv- Motion by Denied Gershwin A.  
Co. v. Nichia Corp. 11758 4/30/2013 Party Drain (MIED) 

Unwired Planet, LLC v. 3-12 Motion by Miranda M.  
Google, Inc. VD) 1/27/2014 Party Granted Du 

Bernina International 2-12-cv- Stipulated/ 
AG v. Handi Quilter, 07079 7/1/2013 Agreed Granted Jan E. Dubois 
Inc. (PAED)
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Interface. Inc. v. Tandus -13-ev- Motion by William S.  
Flooring, Inc. 0335 1/22/2014 Party Granted Duffey, Jr 

Interface, Inc. v. J&J 1-13-cv- Stipulated/ William S.  
Industries, Inc. 03353 1/22/2014 Agreed Granted Duffey, Jr (GAND) 

Interface, Inc. v. Tandus 4-13-cv- Motion by William S.  
Flooring, Inc. 00046 11/5/2013 Party Granted Duffey, Jr (GANLD)Pat 

Interface, Inc. v. J&J 4-13-cv- Stipulated/ William S.  
Industries, Inc. 00047 1/22/2014 Agreed Granted Duffey, Jr (GAND) Are 

Nexans, Inc. v. Belden, I-12-cv- 2/19/2014 Motion by N/A Sherry R.  
Inc. (DED) Party Fallon 

Centria v. ATAS 2-13-cv- Stipulated/ Nora Barry 
International, Inc. 00309 5/16/2013 Agreed Granted Fischer (PAWD) 

Centria v. ATAS 2-13-cv- Motion by Nora Barry 
International, Inc. (PAW/) Party Fischer 

Westinghouse Electric 2-13-v Motion by Nora Barry 
Co. LLC v. Zetec, Inc. 01124 2/13/2014 Party N/A Fischer (PAWD)Pat 

Westinghouse Electric 2-13-cv- Motion by Nora Barry 
Co. LLC v. Zetec, Inc. 0 24 1/29/2014 Party N/A Fischer 

Westinghouse Electric 2-3 1-cv- Motion by Nora Barry 
Co. LLC v. Zetec, Inc. 01124 3/3/2014 Party Demed Fischer (PAWD)Pat 
Aqua Products, Inc. v. l-12-ev
Zodiac Pool Systems, 09342 9/24/2013 Motion by Granted Katherine B.  
Inc. (NYSD) Party Forrest 
Aqua Products, Inc. v. 1-12-cv- Mo N/A 
Zodiac Pool Systems, 09342 9/9/2013 tion by Katherine B.  
Inc. (NYSD) Party Forrest 
Aqua Products, Inc. v. 1-12-ev- Mo N/A 
Zodiac Pool Systems, 09342 7/29/2013 tion by NA Katherine B.  
Inc. (NYSD) Party Forrest 

ComplementSoft, LCC 1-12-cv- Motion by Jeffrey T.  
v. SAS Institute Inc. 0772 5/8/2013 y Granted Gilbert 

Lennon Image 2-13-ev
Technologies, LLC v. 00238 1/6/2014 Motion by Denied Rodney 
Lumondi Inc. (TXED) Party Gilstrap
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Black & Decker, Inc. V. 1-13-cv- Motion by Joan b.  
Positec USA, Inc. 03075 10/1/2013 Party Granted Gottschall Posiec SA, nc.(ILND) 

Pi-Net International, 5-12-cv- Motion by Paul S.  Inc. v. Focus Business 04958 10/17/2013 Prty Granted Grewal 
Bank (CAND) 
Pi-Net International, 5-12-cv- Motion to Paul S.  
Inc. v. Focus Business 04958 10/3/2013 . N/A 
Bank (CAND) Reconsider Grewal 
Pi-Net International, 5-12-cv- Motion by Paul S.  Inc. v. Focus Business 04958 8/16/2013 Party N/A Grewal 
Bank (CAND) 

Pi-Net International, 5-12-cv- Motion by Other Paul S.  
Inc. v. Presidio Bank 04962 8/19/2013 Party Grewal (CAND) 

Encap LLC v. Scotts 1-11-cv- Motion by William C.  
Co. 00685 11/7/2013 Party Denied Griesbach (WIED) 
Universal Electronics, 8-12-cv- Motion by Andrew J.  
Inc. v. Universal 00329 5/2/2013 Party Denied Guilford 
Remote Control Inc. (CACD) 
Pi-Net International, 2-12-cv- Philip S 
Inc. v. Enterprise 03970 7/2/2013 Sua Sponte Granted Gutierrez 
Holdings, Inc. (CACD) 
Pi-Net International, 2-12-cv- Motion to Philip S 
Inc. v. Avis Budget 04036 8/5/2013 . Denied 
Group, Inc. (CACD) Reconsider Gutierrez 

Pi-Net International, 2-12-cvM 
I.v.AeRtACa, 04303 5/29/2013 Motion by Denied Philip S.  Inc. v. Ace Rent A Car, Party Gutierrez 

Inc. (CACD) 

Pi-Net International Inc. 2-12-cv- Motion to Philip S.  
v. Hertz Corp. (CACD) Reconsider Gutierrez 

Pi-Net International Inc. 2-/2-cv- Motion b Phili S.  
v.HrzCr.100 12 6/5/2013 Mtoby Granted PhlpS 

v. Hertz Corp. (CACD) Party Gutierrez 

Perfect Surgical 4-12-cv- ted/ Phyllis J.  
Techniques, Inc. v. 05967 12/30/2013 Stipulaed Granted Hylis.  
Olympus Surgical (CAND) Agreed Hamilton 
Advanced Connection 4-12-cv- Stipulated/ Phyllis J.  Technology Inc. v. 06487 12/10/2013 Agipud Granted 
Hewlett-Packard Co. (CAND) Agreed Hamilton
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Advanced Connection 
Technology Inc. v. 4-12-cv- tb Phyllis J.  
Toshiba America 06489 11/27/2013 Motiony Granted Hamilton 
Information Systems, (CAND) Party 
Inc.  

SAP America, Inc. v. 413v- 10/15/2013 Stipulated/ Granted .itJ.  
Pi-net International, Inc. (CAND) Agreed Hamilton 

e-Watch, Inc. v. FLIR 4-13-cv- Motion to George C.  
Systems, Inc. 00638 9/27/2013 Clarify N/A Hanks, Jr.  

_ __ (TXSD) Order Re 

CTP Innovations, LLC 3-13- Stipulated/ William J.  
v. Dickinson Press, Inc. 00601 8/13/2013 Agreed Granted Haynes, Jr.  (TN MD) Are ans r 

CTP Innovations, LLC 3-13-cv- Stipulated/ William J.  
v. MPI Label Systems (TNMD) Agreed Haynes, Jr.  

CTP Innovations, LLC c 8/8/2013 Stipulated/ William J.  
v. Textile Printing Co. (TNMD) Agreed Haynes, Jr.  

CTP Innovations, LCC 3-13-cv- Stipulated/ William J.  
v. Jet Printing, LCC (TNMD) Agreed Haynes, Jr.  

CTP Innovations, LCC 3-13-cy- Stipulated/ William J.  
v. Walsworth Publishing 00586 8/8/2013 Aed Granted Waynes Jr 
Co. (TNMD) Agreed Haynes, Jr.  

5-12-cv- Objection 
US Nutraceuticals, LLC 0-2-6 to Order of Wm. Terrell 
v. Cyanotech Corp. (F0MD) Magistrate Hodges (FLMD) Judge Re 

US Nutraceuticals, LLC 5-12-c 3/10/2014 Motion by Denied Wm. Terrell 
v. Cyanotech Corp. (FL MD) Party Hodges 

5- 12-cv- Objection 
US Nutraceuticals, LLC 00266 1 to Order of Wm. Terrell 
v. Cyanotech Corp. 1/15/2013 Magistrate N/A Hodges (FLMD) Judge Re 

US Nutraccuticals, LLC 5-12-cv- Motion by Wm. Terrell 
v. Cyanotech Corp. 00366 11/15/2013 Party Hodges (FLMD) 
Whalen Furnitre 3-1 l-cv- Mo 
Manufacturing, Inc. v. 02958 7/12/2013 tion by Denied Marilyn L.  
Z-Line Designs, Inc. (CASD) Party Huff 

CSP Technologies, Inc. 4-13-cv
v. Clariant Produkte 00142 3/6/2014 Motion by Denied William G.  
Deutschland GmbH (INSD) Party Hussmann, Jr.
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Ariosa Diagnostics, Inc. 3-11-cv- Motion by Denied Susan Iliston 
v. Sequenom, Inc. 06391 6/11/2013 Party 

(CAND) 

Verinata Health, Inc. V. 3-12-cv- Motion by Denied Susan Iliston 
Ariosa Diagnostics, Inc. 1CAND) Party 

Evolutionary 3-13-cv- Motion by 
Intelligence, LLC v. 04202 1/23/2014 Party Granted Susan Illston 
Facebook, Inc. (CAND) 

Norred v. Medtronic, 2-13-cv- Motion by Teresa J.  
02061 2/12/2014 M ioby Granted TesaJ 

Inc. (KSD) Party James 

Acorne Enterprises, 3-12-cv- Stipulated/ Robert C.  
LLC v. Euro-Pro 00602 12/4/2013 Agreed Granted Jones 
Operating LLC (NVD) 

Altus Partners, LLC v. 00822- 3/4/2014 Stipulated/ Robert F.  

Globus Medical, Inc. (PAED) Agreed Kelly 

Bergstrom, Inc. v. Idle 3-12-cv- Motion by Matthew F.  

Free Systems, Inc. (ILND) Party Kennelly 

Taylor Publishing Co. v. 3-13-cv- Stipulated/ 
02222 8/21/2013 tiu' Granted Ed Kinkeade 

CTP Innovations LLC (TXND) Agreed 

e-Watch, Inc. v. FLIR 4-13-cv- Motion by 
SsesIn.00638 8/8/2013 Pry Granted Sim Lake 

Systems, Inc. (TXSD) Party 

US Nutraceuticals, LLC 5-12-cv- 1/28/2014 Renewed N/A Philip R.  

v. Cyanotech Corp. (F1D) Motion Lanmens 

US Nutraceuticals, LLC 5-12-cv- Motion by N/A Philip R.  
v. Cyanotech Corp. 00366 10/15/2013 Party Lammens 

(FLMD) ___ 

Sliver State Intellectual 2-12-cv- Stipulated/ Peggy A.  
Technologies, Inc. v. 01308 12/11/2013 Agreed Granted Leen 
FourSquare Labs, Inc. (NVD) A 

Clearlamp, LLC v. LKQ 1-12-cv- Stipulated/ 02533 /1/203 Siplatd/Granted Joan Lefkow 
Corp. 0253L417/01 Agreed 

1- l2-cv
Clearlamp, LLC v. LKQ 02533 10/18/2012 Motion by N/A Joan Letkow 

Corp. (ILND) Party 

Fellowes, Inc. v. Acco 1-10-cv- Stipulated/ Harry D.  

Brands Corp. (ILND) Agreed Leinenweber
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OpinionLab, Inc. v. 15 Motion by Harry D 
Qualtrics Labs, Inc. (ILND) Party Leinenweber 

Merck & CIE v. 6-12-cv- Stipulated/ 
Macoven 00027 7/3/2013 A treed Granted John D. Love 

(TXED) 
Unifi Scientific 
Batteries, LLC v. Sony 6-12-cv-Mtiny 
Mobile 00224 1/14/2014 Motion by Denied John D. Love 

Mobile ~ (TXED)Pay 
Communications 
American Vehicular 6-12-cv- Mot 
Sciences LLC v. Toyota 00404 2/19/2014 tion by Granted John D. Love 
Motor Corp. (TXED) Party 
American Vehicular 6-12-cv
Sciences LLC v. Toyota 00404 1/8/2014 Motion by N/A John D. Love 
Motor Corp. (TXED) Party 
American Vehicular 6-12-cv
Sciences LLC v. Toyota 00404 11/21/2013 Motion by N/A John D. Love 
Motor Corp. (TXED) Party 

e-Watch, Inc. v, 512-c- 5/21/2013 Motion by Pamela A, 
Mobotix Corp. (TXWD) Party N/A Mathy 

e-Watch, Inc. v. ACTi 5-12-cv- Motion by Pamela A.  
Corp. 00695 8/9/2013 Party N/A Mathy (TXWD) 

Sunless, Inc. v. 4-13-/- Motion by John T.  
Heartland Tanning, Inc. 066 3/4/2014 Party Granted Maughiner 

Cutsforth, Inc. v. 0-12-cv- Motion by Janie S.  
LEMM Liquidating Co. (MND) 6/6/2013 Party Granted Mayeron 

Cutsforth, [nc. v. 0-12-v Motion by Janie S.  
LEMM Liquidating Co. (MND) 00 6/5/2013 Party N/A Mayeron 

CTP Innovations, LLC 1-13-cv
v. Edwards Brothers, 01183 8/12/2013 Stipulated/ Granted Jon Phipps 
Inc. (TNWD) Agreed McCalla 
B E Technology, LLC v. 2-12-cv- Jon Phis 
Amazon Digital 02767 12/6/2013 Motion by Granted J cnPhpp 
Services, Inc. (TNWD) Party McCalla 
One StockDuq 2-12-cv
Holdings, LCC v. 03037 11/12/2013 Renewed Granted Jon Phipps 
Becton, Dickinson and (TNWD) Motion McCalla 
Co.
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One StockDuq 2-12-cv
Holdings, LCC v. 03037 5/6/2013 Motion by N/A Jon Phipps 
Becton, Dickinson and (TNWD) Party McCalla 
Co.  
AngleFix Technology, 2-13-cv- Motion by Jon Phipps 
LLC v. Smith & 02281 12/27/2013 Party Denied McCalla 
Nephew, Inc. (TNWD) 
CTP Innovations, LCC 2-13-ev- Stipulated/ Jon Phipps 
v. Magna IV Color 02422 8/9/2013 Agreed Granted McCalla 
Imaging, Inc. (TNWD) 

Endotach LLC v. Cook l-13 -cv- Motion to Larry J.  
Medical Incorporated 01135 3/5/2014 Modify N/A McKinney 

(INSD) Order Re 

Endotach LLC v. Cook U 3-cv- 3/5/2014 Motion by Denied Larry J.  
Medical Incorporated INSD) Party McKinney 

Endotach LLC v. Cook 113-cv- Motion to Larry J.  
Medical Incorporated (INSD) Reconsider McKinney 

Endotach LLC v. Cook 1 -/282- Motion by N/A Larry J.  
Medical Incorporated 01135 1/28/2014 Party McKinney 

(NSD) 

Capriola Corp. v. Larose 8-12-cv- Motion by Steven D.  
Industries, LLC (FLMD) Party Merryday 

e-Watch, Inc. v. Lorex 4-12-cv- Motion by Gray H.  
Technology, Inc. 03314 9/26/2013 Party Granted Miller 

(TXSD) 
Network-1 Security 6-11-cv- Motion to K. Nicole 
Solutions, Inc. v. 00492 12/30/2013 Modify Granted Mitchell 
Alcatel-Lucent (TXED) Order Re 

Schwendinann v. 0-11-cv- Motion by Ann D 
Arkwright Advanced 00820 12/26/2013 Moty Granted Montgomery 
Coating, Inc. (MND) 
Dane Technologies v. 0-12-cv- Motion by . Ann D.  
Gatekeeper Systems, 02730 8/20/2013 Party Dened Montgomery 
Inc. (MND) 

Smart Plates, LCC v. 2-13-cv- Stipulated/ 
Caesrem eath Ic. 00540 10/2/2013 Sgipud Granted Susie Morgan 

Carestreamn Health, Inc (LAED) Agreed 

Lippert Components 3-13-cv- Motion by Christopher A 
Manufacturing, Inc. v. 00697 1/16/2014 Moty Denied ChtereA 
Al-Ko Kober, LLC (INND) Party Nuechterlein 
ICON Health & Fitness 1-13-cy
v. Johnson Health Tech 00112 10/4/2013 Stipulated/ Granted David Nuffer 
North America (UTD Agreed
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ResMed Inc. v. Apex 8-13-cv- 10/4/2013 Motion by Granted Beverly Reid 
Medical Corp. (CACD) Party O'Connell 

LifeScan Scotland, Ltd. 34 b-cv
V. Shasta Technologies, 04494 10/8/2013 M ty Granted W icH 
LLC (CAND) Party Orrick 
Evoluntary Intelligence, 3-13-cv
LLC v. LivingSocial, 04205 1/17/2014 Motion by Granted Wiam 
Inc. (CAND) Party Orrick 
Achates Reference 2-11-cv
Publishing, Inc. v. 00294 5/31/2013 Stipulated/ Granted Roy S. Payne 
Symantec Corp. (TXED) Agreed 
Achates Reference 2-11l-cv-Stpled 
Publishing, Inc. v. 00294 4/5/2013 Stipulated/ N/A Roy S. Payne 
Symantec Corp. (TXED) Agreed 
Personalized Media 2-12-cv
Communications, LLC 00068 11/8/2013 Motion by Denied Roy S. Payne 
v. Zynga, Inc. (TX ED) Party 
Light Transformation 
Technologies LLC v. 2-12-v 8 Motion by 
Lighting Science Group 00826 3/28/2014 Party Denied Roy S. Payne 

(TXED) Corp.  
Light Transformation 

Techologes LC v. 2-12ev-Motion by Technologies LLnce Group 00826 3/27/2014 Party N/A Roy S. Payne 
Ligtn S(TXED) Corp.  

CTP Innovations, LLC 2-13-cv Motion by 
v. IntegraColor 000484 10/11/2013 Party Granted Roy S. Payne 

(TXED) 

Rensselaer Polytechnic 1-13-cv- Motion by David E.  
Institute v. Apple Inc. 063 1/15/2014 Party Dened Peebles 

John Mezzalingua 5-12-cv
Associates, Inc. Corning 00911 3/13/2014 Motion by Denied David E.  
Gilbert, Inc. (NYND) Party Peebles 
John Mezzalingua 5-12-cv
Associates, Inc. Corning 00911 7/16/2013 Motion by N/A David E.  
Gilbert, Inc. (NYND) Party Peebles 

EveryMD LLC v. 208 12/16/2013 Stipulated/ Mariana R.  
Facebook, Inc. (CACD) Agreed Granted Pfaelzer 

EveryMD.com LLC v. 063-c 1/15/2014 Stipulated/ Mariana R.  
Google Inc. (CACD) Agreed Pfaelzer
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Derma Sciences, Inc. v. 3-12-cv- Motion by Denied Joel A. Pisano 
Manukamed Ltd. 0388 7/8/01 Party 

Kowalski v. Hawaii I1- .cv- Motion by . Richard L.  
International Seafood, 00795 6/14/2013 Pty Denied 
Inc. (HID) P 

Prolitec, Inc. v. ScentAir 2-12-cv- Stipulated/ Rudolph T.  

Technologies, Inc. (WIED) Agreed Randa 

Arnouse Digital Devices 5-11-cv- Motion by Christina 
Corp. v. Motorola 00155 11/5/2012 Party Granted Reiss 
Mobility, Inc. (VTD) 

Zillow, Inc. v. Trulia, 2-12-cv- Motion by James L.  
In.01549 10/7/2013 Pry Granted Rbr 

(WAWD) 

Nexans, Inc. v. Belden, 4 3/22/cv- Motion by Sue L.  
In.01491 3/12/2014 Pry Denied Rbno 

1-12-cy- Review of Sue L.  Nexans, Inc. v. Belden' 01491 3/12/2014 Magistrate N/A Roens.  
(DED) Report Re 

Wasica Finance GmbH 1-13-cv- Stipulated/ Sue L.  
v. Schrader International 01353 3/11/2014 Agreed Granted Robinson 
Inc. (DED) 
Western Falcon, Inc. v. 4-13-cv- Stipulated/ Lee H.  
Moore Rod & Pipe, 02963 2/4/2014 Agreed Granted Rosenthal 
LLC (TXSD) 

Select Brands, Inc. v. 2-13-cv- Motion by Gerald L.  

Sensio, Inc. (KSD) Party Ruslifelt 

Evolutionary 4-13-cv- Motion by Donna M.  
Intelligence, LLC v. 03587 12/18/2013 Granted Ryu 
Yelp, Inc. (CAND) 

Evolutionary 4-13-cv- Motion by Donna M.  
Intelligence, LLC v. 03587 12/18/2013 Moty N/A Ryu 
Yelp, Inc. (CAND) 

Overland Storage, Inc. 3-10-cv- Renewed Janis L.  
V. DTAG01700 2/11/2014 Motion Granted Smatn 

v. BDT AG (Germany) CASDSammarto 

Overland Storage, Inc. 310v- 12/10/2013 Motion by N/A Janis L.  

v. BDT AG (Germany) (CASD) Party Sammartino 

Overland Storage, Inc. 3-12-cv- Stipulated/ Janis L.  

v. Qualstar Corp. (CASD) Agreed Sammartino
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Trustees of Boston 1-12-cv
University v. Everlight 11935 7/11/2013 Motion by Denied F Dennis 
Electronics (MAD) Party Saylor, LY 
Trustees of Boston 1-12-cv
University v. Epistar 12326 7/19/2013 Motion by Denied F. Dennis 
Corp. (MAD) Party Saylor, IV 

Moti B0647 3/27/2014 Motion by Richard A.  
Software LLC 00T7X327D)1 Party Other Schell 

SSW Holding Co. v. 3-12-cv Motion by Charles R.  
Schott Gemtron Corp. (6 8W/) Party Simpson, III ' (KYWD) 8/1PrySmsnII 
Comcast Cable1-1cv 
Communications LLC 1/77 Motion by Gra Gregory M 
v. Bear Creek 071 7/17/2013 Party Grnted eertM 
Technologies, Inc. (DED) 
Trustees of Columbia 1-12-cv
University in New York 00376 4/1/2013 Stipulated/ GregoryM.  
v. Illumina, Inc. (DED) Agreed Sleet 
FlumanEyes 1-12-cv
Technologies Ltd. v. 00398 12/2/2013 Motion by Granted GregoryM 
Sony Electronics, Inc. (DED) Party Sleet 
AlP Acquisition LLC v. 1-12-cv- Motion by Gre 
Level 3 00617 1/9/2014 Party Granted egory M.  
Communications, LLC (DED) Sleet 
AIP Acquisition LLC v. 1-12-cv
Level 3 00617 12/27/2013 Sua Sponte N/A Gregory M.  
Communications, LLC (DED) Sleet 

Schubert v. OSRAM 1-12-cv- Stipulated/ Gregory M.  
AG 00923 10/31/2013 tiAet rned Gree (DED) Agreed Sleet 

Davol, inc. v. Atrium I2-cv- Motion by Gregory M.  
Medical Corp. 00958 6/17/2013 Party nied Sleet (DED) 
Phison Electronics 1-12-cv
Corp. v. PNY 01478 11/6/2013 Stipulated/ GGre 
Technologies Inc. (DED) Agreed Sleet 

1-12-cv-Moinb GrGe Neste Oil Oyj v. 1742/22- Motion by Gregory M.  
Dynamic Fuels LLC 01744 7/2/2013 Party noted Sleet DED) 
In re: Bear Creek 1-12-md- Motion to 
Technologies Inc.'s 02344 8/6/2013 Modify Granted Gregory M.  
Patent Litigation (DED) Order Re Sleet 

TPK America LLC v. 112/26/2013 Stipulated/ Gregory M.  
WitkCr.DEDJ) Agreed Gatd Sleet
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Click-to-Call 1-12-c- Motion by 
Technologies LP v. 00465 12/5/2013 Party Granted Sam Sparks 
AT&T, Inc. (TXWD) 

Click-to-Call 1-12-cv- Motion by 
Technologies LP v. 00468 11/26/2013 Party Granted Sam Sparks 
Oracle Corp. (TXWD) 
National Oilwell Varco 1-12-cv- Motion by 
v. Omron Oilfield & 00773 6/10/2013 Party Denied Sam Sparks 

Marine, Inc. (TXWD) _ 

National Oilwell Varco 1-12-cv- Motion by 
v. Pason Systems USA, 01113 6/20/2013 Party Denied Sar Sparks 
Corp. (TXWD) 

SoftView LLC v. Apple 100c- 9/4/2013 Motion by Granted Leonard P.  

Inc. (DED) /4/01 Party y Gatd Stark 
(DED) 

General Electric Co. v. I-12-cv- Motion by Leonard .  
Kontera Technologies, 00525 12/4/2013 Party Granted Stark 
Inc. (DED) 

General Electric Co. v. 1-12-cv- Renewed Leonard P.  

Vibrant Media, Inc. 00526 12/4/2013 Motion Granted Stark 
(DED) 

General Electric Co. V. 1-12-cy- 5/3/2013 Motion by N/A Leonard P.  
Vibrant Media, Inc. (DED) Party Stark 

1-12-cv
ZOLL Medical Corp. v. 01778 12/16/2013 Motion by Granted Leonard P.  

Respironics Inc. (DED) Party Stark 

Clouding IP LLC v, 1-13-cv- Motion by Leonard P.  
Clodin AG LCD01456 1/21/2014 Party Dne tr 

(DED) 
Semiconductor Energy 8-12-cv- Motion by Josephine L.  
Laboratory Co. v. 00021 12/19/2012 Party Granted Staton 
Chimei Innolux Corp. (CACD) 

AutoAlert, Inc. v. 8-1 2-cv- Motion by Josephine L.  
Dominion Dealer 01661 5/22/2013 y Granted Staton 
Solutions, LLC (CACD) 

TruePosition, Inc. v. 1-1 2-cv- Motion by N/A Mary Pat 
Polaris Wireless, Inc. 0066DE/1/)1 Party Thynge 

Grobler v. Sony 3-12-cv- Motion by 
Computer Entertainment 01526 7/29/2013 Party Granted Jon S. Tigar 
America LLC (CAND) 
Grobler v. Sony 3-12-cv- Motion by 
Computer Entertainment 01526 6/6/2013 Pa N/A Jon S. Tigar 
America LLC (CAND)
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3-12-cv- Motinb 
Grobler v. Apple Inc. 01534 7/29/2013 tion by Granted Jon S I igar 

(CAND) Party 
3-12-cv

Grobler v. Apple Inc. 01534 6/6/2013 Mty N/A Jon S. Tigar 
(CAND) Party 

Droplets, Inc. v. 3-12-cv- Motion b 
Amazon.cope , Inc. 03733 9/13/2013 Party by Granted Jon S. Tigar 

(CAND) 
TPK Touch Solutions, 3-13-cv
Inc. v. Wintek Electro- 02218 11/13/2013 Motionby Denied Jon S. Tigar 
Optics Corp. (CAND) Party 
TPK Touch Solutions, 3-13-cv
Inc. v. Wintek Electro- 02218 10/31/2013 Motion by N/A Jon S. Tigar 
Optics Corp. (CAND) Party 

Coprecitec, S.L. v. 1-13-c7- Stipulated/ Amy 
Brinkmann Corp. ND8 7/19/2013 Agreed Granted Totenberg 

CTP Innovations, LCC 3-13-cv- Stipulated/ Altea A 
v. Ambrose Printing Co. 00581 8/12/2013 Agreed Granted Trauger v. Ambrose(TNMD) Are rue 

CTP Innovations, LCC 3-13-cv- Stipulated/ Altea A.  
v. Ambrose Printing Co. (TNMD) Agreed Trauger 

Hunter Douglas, Inc. v. 1-13-cv
Nien Made Enterprise 01412 1/14/2014 Motionby Denied Mihae J.  
Co. (COD) Party Watanabe 

3-13-cv
THX Ltd. v. Apple, Inc. 01161 10/24/2013 Stipulated/ Granted Jeffrey S.  

(CAND) Agreed White 
Riverbed Technology, 3-13-cy- Motion by Granted Jef ey S.  Inc. v. Silver Peak 02980 3/14/20 14 Pat Grne Whe 
Systems, Inc. (CAND) Party White 
Evolutionary 3-13-cv- Grante ffrey S.  
Intelligence, LLC v. 04207 2/25/2014 Party Granted White 
Twitter, Inc. (CAND) Party 
Software Rights 5-12-cv
Archive, LLC v. 03970 9/17/2013 Motion by Granted Ronald M.  

Facebook, Inc. (CAND) Party Whyte 

Evolutionary 5-13-v-Ronald M.  
Intelligence v. Sprint 04513 2/28/2014 Motion by Granted R hatM 
Nextel Corp. (CAND) 

SurfCast, Inc. v. 2-12-cv- Motion by . John A.  
Microsoft Corp. 00333 3/14/2014 Party Deed Woodcock, Jr.  (MED)PatWodokJr
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SHFL Entertainment, 2-13-cv- Stipulated/ Otis D.  
Inc. v. Boss Media AB 00796 11/19/2013 Agreed Denied Wright, II 

Arkema Inc. v. 2-10-cv- Motion by William H.  
Honeywell 02886 9/25/2013 Maty Granted Yohn, Jr.  
International, Inc. (PAED) ay 

Bose Corp. v. SDI 16/13/2013 Motion by Denied William G.  
Technologies, Inc. (TXWD) Party Young 

Appendix II. Summary of Cause of Motions to Stay Pending IPRs 

Cause of Motion Denied Granted Other Total 

Motion by Party 40 66 3 109 

Motion to Clarify Order Re 1 1 2 

Motion to Modify Order Re 2 2 

Motion to Reconsider 1 1 

Renewed Motion 1 3 1 5 

Review of Magistrate Report Re 1 2 3 

Stipulated/Agreed 1 48 49 

Sua Sponte 1 1 

Total 45 123 4 172 

Appendix III. Summary of Courts and Judges for Motions to Stay Pending 
Inter Partes Reviews 

Northern District of 3 12.00% 21 84.00% 1 4.00% 25 
California 

Jon S. Tigar 1 25.00% 3 75.00% 0.00% 4 

Phyllis J. Hamilton 0.00% 4 100.00% 0.00% 4 

Jeffrey S. White 0.00% 3 100.00% 0.00% 3 

Susan Illston 2 66.67% 1 33.33% 0.00% 3 

Paul S. Grewal 0.00% 1 50.00% 1 50.00% 2 

Ronald M. Whyte 0.00% 2 100.00% 0.00% 2 

William H. Orrick 0.00% 2 100.00% 0.00% 2 

Donna M. Ryu 0.00% 1 100.00% 0.00% 1 

Edward J. Davila 0.00% 1 100.00% 0.00% 1
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Edward M. Chen 0.00% 1 100.00% 0.00% 1 
Maxine M. Chesney 0.00% 1 100.00% 0.00% 1 

William H. Alsup 0.00% 1 100.00% 0.00% 1 
District of Delaware 5 20.83% 19 79.17% 0.00% 24 
Gregory M. Sleet 1 10.00% 9 90.00% 0.00% 10 
Richard G. Andrews 2 33.33% 4 66.67% 0.00% 6 
Leonard P. Stark 1 20.00% 4 80.00% 0.00% 5 

Sue L. Robinson 1 50.00% 1 50.00% 0.00% 2 
Christopher J. Burke 0.00% 1 100.00% 0.00% 1 
Central District of 
California 5 35.71% 9 64.29% 0.00% 14 

Philip S. Gutierrez 2 50.00% 2 50.00% 0.00% 4 
Josephine L. Staton 0.00% 2 100.00% 0.00% 2 

Mariana R. Pfaelzer 0.00% 2 100.00% 0.00% 2 

Andrew J. Guilford 1 100.00% 0.00% 0.00% 1 
Beverly Reid O'Connell 0.00% 1 100.00% 0.00% 1 

Cormac J. Carney 1 100.00% 0.00% 0.00% 1 

David O. Carter 0.00% 1 100.00% 0.00% 1 

Jesus G. Bernal 0.00% 1 100.00% 0.00% 1 

Otis D. Wright, II 1 100.00% 0.00% 0.00% 1 
Eastern District of Texas 4 36.36% 6 54.55% 1 9.09% 11 

Roy S. Payne 2 50.00% 2 50.00% 0.00% 4 

John D. Love 1 33.33% 2 66.67% 0.00% 3 

K. Nicole Mitchell 0.00% 1 100.00% 0.00% 1 
Leonard Davis 0.00% 1 100.00% 0.00% 1 

Richard A. Schell 0.00% 0.00% 1 100.00% 1 
Rodney Gilstrap 1 100.00% 0.00% 0.00% 1 
Northern District of 
Illinois 2 25.00% 6 75.00% 0.00% 8 
Harry D. Leinenweber 1 50.00% 1 50.00% 0.00% 2 

Edmond E. Chang 0.00% 1 100.00% 0.00% 1 
Jeffrey T. Gilbert 0.00% 1 100.00% 0.00% 1 

Joan b. Gottschall 0.00% 1 100.00% 0.00% 1 
Joan Lefkow 0.00% 1 100.00% 0.00% 1 
Matthew F. Kennelly 0.00% 1 100.00% 0.00% 1 

Sharon Johnson Coleman 1 100.00% 0.00% 0.00% 1 
Northern District of 100.00 
Georgia 0.00% 8 0.00% 8
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William S. Duffey, Jr 0.00% 4 100.00% 0.00% 4 

Julie E. Carnes 0.00% 2 100.00% 0.00% 2 

Amy Totenberg 0.00% 1 100.00% 0.00% 1 

Clarence Cooper 0.00% 1 100.00% 0.00% 1 

Middle District of 0.00% 7 100.00 0.00% 7 
Tennessee % 

William J. Haynes, Jr. 0.00% 5 100.00% 0.00% 5 

Altea A. Trauger 0.00% 1 100.00% 0.00% 1 

Todd Campbell 0.00% 1 100.00% 0.00% 1 

Western District of Texas 3 42.86% 4 57.14% 0.00% 7 

Sam Sparks 2 50.00% 2 50.00% 0.00% 4 

Fred Biery 0.00% 2 100.00% 0.00% 2 

William G. Young 1 100.00% 0.00% 0.00% 1 

Western District of 1 20.00% 4 80.00% 0.00% 5 
Tennessee 

Jon Phipps McCalla 1 20.00% 4 80.00% 0.00% 5 

Eastern District of 0.00% 10000 0.00% 5 
Pennsylvania0% 

Anita B. Brody 0.00% 1 100.00% 0.00% 1 

Jan E. Dubois 0.00% 1 100.00% 0.00% 1 

Legrome D. Davis 0.00% 1 100.00% 0.00% 1 

Robert F. Kelly 0.00%, 1 100.00% 0.00% 1 

William H. Yohn, Jr. 0.00% 1 100.00% 0.00% 1 

Southern District of 1 20.00% 3 60.00% 1 20.00% 5 
California 

Janis L. Sammartino 0.00% 2 100.00% 0.00% 2 

Cathy Ann Bencivengo 0.00% 0.00% 1 100.00% 1 

Gonzalo P. Curiel 0.00% 1 100.00% 0.00% 1 

Marilyn L. Huff 1 100.00% 0.00% 0.00% 1 

Southern District of Texas 0.00% 4 100.00 0.00% 4 

Gray H. Miller 0.00% 1 100.00% 0.00% 1 

Lee H. Rosenthal 0.00% 1 100.00% 0.00% 1 

Nancy F. Atlas 0.00% 1 100.00% . 0.00% 1 

Sim Lake 0.00% 1 100.00% 0.00% 1 

Eastern District of 1 33.33% 2 66.67% 0.00% 3 
Wisconsin 

Lynn Adelman 0.00% 1 100.00% 0.00% 1
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Rudolph T. Randa 0.00% 1 100.00% 0.00% 1 
William C. Griesbach 1 100.00% 0.00% 0.00% 1 
Middle District of Florida 1 33.33% 2 66.67% 0.00% 3 
Roy B. Dalton, Jr. 0.00% 1 100.00% 0.00% 1 
Steven D. Merryday 0.00% 1 100.00% 0.00% 1 

Wm. Terrell Hodges 1 100.00% 0.00% 0.00% 1 

District of Nevada 0.00% 3 100.00 0.00% 3 

Miranda M. Du 0.00% 1 100.00% 0.00% 1 
Peggy A. Leen 0.00% 1 100.00% 0.00% 1 
Robert C. Jones 0.00% 1 100.00% 0.00% 1 
District of Minnesota 1 33.33% 2 66.67% 0.00% 3 

Ann D. Montgomery 1 50.00% 1 50.00% 0.00% 2 

Janie S. Mayeron 0.00% 1 100.00% 0.00% 1 
District of Colorado 1 50.00% 1 50.00% 0.00% 2 

Michael J. Watanabe 1 100.00% 0.00% 0.00% 1 

Philip A. Brimmer 0.00% 1 100.00% 0.00% 1 
Southern District of Ohio 1 50.00% 1 50.00% 0.00% 2 
Susan J. Dlott 0.00% 1 100.00% 0.00% 1 
Timothy S. Black 1 100.00% 0.00% 0.00% 1 

District of Kansas 0.00% 100000.00% 2 

Gerald L. Rushfelt 0.00% 1 100.00% 0.00% 1 
Teresa J. James 0.00% 1 100.00% 0.00% 1 
District of Massachusetts 2 100.00% 0.00% 0.00% 2 

F. Dennis Saylor, IV 2 100.00% 0.00% 0.00% 2 

Western District of 
. 1 50.00% 1 50.00% 0.00% 2 

Pennsylvania 

Nora Barry Fischer 1 50.00% 1 50.00% 0.00% 2 

Eastern District of 
Michigan 1 50.00% 1 50.00% 0.00% 2 

Avern C. Cohn 0.00% 1 100.00% 0.00% 1 
Gershwin A. Drain 1 100.00% 0.00% 0.00% 1 
District of South Dakota 2 100.00% 0.00% 0.00% 2 
Larry J. McKinney 1 100.00% 0.00% 0.000 1 
William G. Hussmann, Jr. 1 100.00% 0.00% 0.00% 1 
Eastern District of 

scon .si 1 50.00% 1 50.00% 0.00% 2 
Wisconsin
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Barbara B. Crabb 1 100.00% 0.00% 0.00% 1 

William M. Conley 0.00% 1 100.00% 0.00% 1 

Northern District of New 2 100.00% 0.00% 0.00% 2 
York 

David E. Peebles 2 100.00% 0.00% 0.00% 2 

Northern District of Ohio 0.00% 2 100.00 0.00% 2 

Christopher A. Boyko 0.00% 1 100.00% 0.00% 1 

John R. Adams 0.00% 1 100.00% 0.00% 1 

Western District of 0.00% 1 100.00 0.00% 1 
Kentucky % 
Charles R. Simpson, III 0.00% 1 100.00% 0.00% 1 
Southern District of 1 100.00% 0.00% 0.00% 1 
Florida 
Cecila M. Altonaga 1 100.00% 0.00% 0.00% 1 

Northern District of Texas 0.00% 1 100.00 0.00% 1 

Ed Kinkeade 0.00% 1 100.00% 0.00% 1 

Southern District of New 0.00% 1 
York% 

Katherine B. Forrest 0.00% 1 100.00% 0.00% 1 

District of Vermont 0.00% 1 100.00 0.00% 1 

Christina Reiss 0.00% 1 100.00% 0.00% 1 
Eastern District of 0.00% 1 100.00 0.00% 1 
Louisiana% 

Susie Morgan 0.00% 1 100.00% 0.00% 1 
Northern District of 1 100.00% 0.00% 0.00% 1 
Indiana 

Christopher A Nuechterlein 1 100.00% 0.00% 0.00% 1 

Court of Federal Claims 0.00% 1 100.00 0.00% 1 

Francis M. Allegra 0.00% 1 100.00% 0.00% 1 

District of New Jersey 1 100.00% 0.00% 0.00% 1 

Joel A. Pisano 1 100.00% 0.00% 0.00% 1 

District of Connecticut 1 100.00% 0.00% 0.00% 1 

Alfred V. Covello 1 100.00% 0.00% 0.00% 1 

District of Utah 0.00% 1 100.00 0.00% 1 

David Nuffer 0.00% 1 100.00% 0.00% 1
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Southern District of 
.u. . t. o1 100.00% 0.00% 0.00% 1 Mississippi 

F. Keith Ball 1 1100.00% 0.00% 0.00% 1 
Western District of 100.00 
Washington 0.00% 1 0.00% 1 

James L. Robart 0.00% 1 100.00% 0.00% 1 

District of Hawaii 1 100.00% 0.00% 0.00% 1 
Richard L. Puglisi 1 100.00% 0.00% 0.00% 1 
District of Maine 1 100.00% 0.00% 0.00% 1 
John A. Woodcock, Jr. 1 100.00% 0.00% 0.00% 1 
Eastern District of North 
Carolina 0.00% 0.00% 1 100.00% 1 

James C. Dever, III 0.00% 0.00% 1 100.00% 1 

Western District of 0 %100.00 
Misui0.00% 1 %- 0.00%/0 1 Missouri%

John T. Maughmer 0.00% 1 100.00% 0.00% 1 

TOTAL 45 26.16% 123 71.51% 4 2.33% 172
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What Is "Obvious" Is Not at All Obvious: A Call 
for a More Fundamental Change to U.S. Patent 
Law 

Douglas A. Sorensen 
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B. Efficiency and Clarity ............................................................................. 181 

In this paper, a proposal is made to revise 35 U.S.C. 103 because of the diffi
culties in interpreting the ambiguous term "obvious." The jurisprudence on the in
terpretation of 103 is explored. In accordance with jurisprudence on this issue, 
the following three part test for establishing obviousness is proposed: i) demonstrate 
that the prior art shows the elements of the claimed invention in a combined or 
modified form; ii) demonstrate a reason why one skilled in the art would make the 
combination or modification; and iii) demonstrate that the combination or modifica
tion provides results that one skilled in the art at the time of the invention could 
have anticipated. It is asserted that this test more directly and clearly reflects the 
distinction between good engineering and invention. This clarity would be benefi
cial to the courts, the U.S. Patent and Trademark Office, and, perhaps to foreign ju
risdictions.  

I. Introduction 

Patent law reform is all the rage now. The U.S. has dramatically changed its 
patent system from a first-to-invent to a first-to-file system.' There is currently a 

* Slater & Matsil LLP 2015. All opinions expressed in this paper are the author's alone and may 

or may not coincide with the opinions of his employer.  
1 Leahy-Smith America Invents Act, Pub. L. No. 112-29, 125 Stat. 284 (2011) (codified in scattered 

sections of 35 U.SC.).
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vigorous debate on how to deal with the patent troll problem,2 although Congress 
has done little of substance to address that problem so far. However, there is an 
ambiguity in the patent laws that has generated decades of confusion and consumed 
countless judicial and administrative resources. Still, there is very little discussion 
of reforming the patent code to address this problem.  

It is axiomatic that the terms of statutory law must have a clearly understood 
meaning, or at least a court of law must be able to ascertain the meaning to the ex
tent possible. Justice Stewart's formulation for "obscenity" 3 notwithstanding, Con
gress and the courts both go to great lengths to make the law as clear as possible.  
One glaring exception is the word "obvious" in 103 of the patent laws.4 

U.S. patent law defines when a claimed invention cannot be patented over the 
prior art. If a prior art reference shows every element of a particular claim, the 
claim is said to be anticipated and is not patentable under 35 U.S.C. 102.6 How
ever, the law recognizes that a simple modification or combination of the prior art 
also should not be patentable because that invention is not advancing technical 
knowledge. 7 To that end, Congress included 103 in the 1952 revisions to the Pa
tent Act, which states that a claimed invention that is not anticipated under 102 
may nonetheless be unpatentable if it is obvious over the prior art.8 But what does it 
mean for an invention to be obvious? 

A simple thought experiment helps illuminate the inadequacy of the term ob
vious as a legal standard. Assume two parties are in court. One claims the patented 
invention is obvious over the prior art. The other claims it is not. Although the 
term obvious is a patent law term of art, it has never been expressly defined in any 
of the patent acts. The dictionary, however, says that obvious means "easily dis
covered, seen, or understood." 9 How does one objectively prove that something 

2 David Segal, Has Patent, Will Sue: An Alert to Corporate America, N.Y. TIMES (July 13, 2013), 
http://www.nytimes.com/2013/07/14/business/has-patent-will-sue-an-alert-to-corporate
america.html?pagewanted=all&_r=0.  

3 See Jacobellis v. Ohio, 378 U.S. 184, 197 (1964) ("I shall not today attempt further to define the 
kinds of material I understand to be embraced within that shorthand description [hard-core pornog
raphy]; and perhaps I could never succeed in intelligibly doing so. But I know it when I see it, and 
the motion picture involved in this case is not that.").  

4 35 U.S.C. 103 (2012).  
5 35 U.S.C. 102 (2012).  
6 See e.g., Hoover Grp., Inc. v. Custom Metalcraft, Inc., 66 F.3d 299, 302 (Fed. Cir. 1995) ("Invalid

ity based on lack of novelty (often called 'anticipation') requires that the same invention, including 
each element and limitation of the claims, was known or used by others before it was invented by 
the patentee.").  

7 See, e.g., Great Atl. & Pac. Tea Co. v. Supermarket Equip. Corp., 340 U.S. 147, 130-31 (1950) 
("To bring these devices together and apply them to save the time of customer and checker was a 
good idea, but scores of progressive ideas in business are not patentable, and we conclude on the 
findings below that this one was not.").  

8 35 U.S.C. 103.  
9 Obvious, MERRIAM-WEBSTER, http://www.merriam-webster.com/dictionary/obvious (last visited 

Oct. 20, 2014).
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would have been easily understood at the time of the invention 0 or before the effec
tive filing date?" By what objective standard do you prove that one or the other 
party is wrong? Importantly, how does one avoid hindsight in making this determi
nation?'2 More fundamentally, it is clear that "obviousness" is meant to define the 
all-important line between good technical skill and invention.1 3 Where is the pre
cise line between a "skillful.mechanic" and an inventor? How does one objectively 
determine where that line is? 

One party will say that the invention is simply a combination of known ele
ments. As Judge Markey wrote in his seminal article Why Not the Statute?, "Only 
God works from nothing. Man must work with old elements."' 4 The point is that 
every invention is a combination of old elements on some level. However, we are 
still left with the problem that the statute tells us nothing about how to determine if 
any combination of the prior art is obvious or not. After gathering the relevant prior 
art and comparing it to the invention, you are still left with one side saying it is ob
vious and the other saying it is not with no objective basis to rule for one side or the 
other.  

It may be argued that the courts have filled this gap with extensive jurispru
dence. That is true. This paper relies on that jurisprudence. However, this issue 
necessarily drew the courts into either divining the policy intended by Congress or 
in setting policy according to their own lights. Of course, courts are often called 
upon to pronounce on policy issues. It is not possible for Congress to anticipate 
every eventuality. Nonetheless, it is not the role of the courts to establish policy." 
The crucial point of whether an invention is or is not obvious over the prior art is 
one of the dividing lines between what is or is not a patentable invention. The legis
lative authority should define such a key principle because it is incumbent on Con
gress to draft laws that minimize ambiguity. By resting this dividing line on the in
scrutable word obvious, Congress has shirked its responsibility.  

The formulation of this concept in other countries suffers from a similar defi
ciency. In most patent systems outside of the United States, an invention is not pa
tentable unless it has some "inventive step."'6 This is very similar to the U.S. con

0 The pre-AIA standard. 35 U.S.C. 103 (2006).  

" The post-AIA standard. 35 U.S.C. 103 (2012).  
12 See infra PartI.A.  

13 See, e.g., Hotchkiss v. Greenwood, 52 U.S. 248 (1850) (discussing the distinction between a "skill
ful mechanic" and an "inventor").  

14 Howard T. Markey, Why Not the Statute?, 65 J. PAT. OFF. Soc'y 331, 334 (1983); see also 
Stratoflex Inc. v. Aeroquip Corp., 713 F. 2d 1530, 1540 (Fed Cir. 1983) ("Virtually all patents are 
'combination patents,' if by that label one intends to describe patents having claims to inventions 
formed of a combination of elements.").  

15 See Kathleen M. O'Malley, The Respective Roles of the Courts and Congress in Shaping Patent 
Policy, 42 AIPLA Q.J. 1, 1-3 (2014).  

16 See, e.g., European Patent Convention, art. 56, Oct. 5, 1973, 1065 U.N.T.S. 199 ("An invention 

shall be considered as involving an inventive step if, having regard to the state of the art, it is not 
obvious to a person skilled in the art.").
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cept of obviousness. Some foreign jurisdictions even equate the two concepts.7 
However, it is perhaps even more difficult to determine a meaning for the term in
ventive step. Obvious is at least a commonly used word. Inventive step is a term of 
art used only in the context of patent law.  

As noted above, courts and administrative authorities have developed a worka
ble conceptual framework for this concept. Though workable, that framework is 
cumbersome, opaque, and too malleable. A cumbersome framework has its costs.  
Patent examiners struggle with this framework daily. 18 Courts collect voluminous 
briefing and expert reports to address this framework. It is the author's contention 
that by drawing on.the work done by the courts to develop this framework, a more 
concrete statutory formulation can be devised. Such a framework would clarify the 
task of determining the line between mere technical skill and invention, thus pro
moting efficiency and clarity in the courts and the patent administrative offices.  

This paper focuses on U.S. case law to develop a more concrete statutory for
mulation. A complete review of the U.S. case law on 103 is beyond the scope of 
this paper and unnecessary for its purposes. Rather, it reviews two of the most im
portant cases in the development of the concept of obviousness, Graham v. John 
Deere Co.'9 and KSR International Co. v. Teleflex Inc.,20 along with some important 
cases regarding the development of the teaching, suggestion or motivation test 
(TSM test).  

II. History of Obviousness Jurisprudence 

A. Graham v. John Deere Co.  

The 1952 revision of the U.S. patent laws set forth the condition that an inven
tion is not patentable if it is obvious over the prior art.2 It is not clear from legisla
tive comments what was meant by the term obvious other than what was suggested 
in Supreme Court cases. 22 

The first important U.S. Supreme Court case to address the meaning of 103 
was Graham v. John Deere Co.23 This case involved a plow that has chisels (plow 
shanks) mounted to a plow frame.24 When a plow shank strikes a rock, the force 
can damage the plow shank or the frame of the plow. 25 The disputed patent "relates 
to a spring clamp which permits plow shanks to be pushed upward when they hit 

17 Id 

18 See U.S. Patent & Trademark Office, Manual of Patent Examining Procedure 2141 (9th ed. Mar.  
2014).  

19 383 U.S. 1 (1966).  
20 550 U.S. 398 (2007).  
21 35 U.S.C. 103 (1952).  
22 See P.J. Federico, Commentary on the New Patent Act, 75 J. PAT. & TRADEMARK OFF. Soc'y 161, 

180-84 (1993) (discussing Supreme Court cases suggesting a nonobviousness requirement).  
23 383 U.S. 1.  
24 Id. at 19-20.  
25 Id. at 21.
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obstructions in the soil, and then springs the shanks back into normal position when 
the obstruction is passed over."26 The Court found that this patent was obvious over 
the prior art-the Graham patent and a clamp device known as the Glencoe prod
uct.27 As such, the patent at bar was invalid.  

In addition to analyzing the patented technology, the Courtmade important le
gal pronouncements. First, the Court determined that the' intent of the drafters of 
103 in using the term obvious was simply to incorporate judicial precedent.2 8 A 
succinct statement of the case law prior to 1952 is provided in Hotchkiss v. Green
wood:29 

[U]nless more ingenuity and skill.., were required.., than were possessed by an ordi
nary mechanic acquainted with the business, there was an absence of that degree of skill 
and ingenuity which constitute essential elements of every, invention. In.other words, the 
improvement is the work of the skilful [sic] mechanic, not that of [an] inventor. 30 

Second, the Court pronounced a core statement of analysis regarding 103 that has 

become perhaps the most cited passage in U.S. patent law: 

Under 103, the scope and content of the prior art are to be determined; differences be
tween the prior art and the claims at issue are to be ascertained; and the level of ordinary 
skill in the pertinent art resolved. Against this background, the obviousness or nonobvi
ousness of the subject matter is determined. Such secondary considerations as commercial 
success, long felt but unsolved needs, failure of others, etc., might be utilized to give light 
to the circumstances surrounding the origin of the subject matter sought to be patented. As 
indicia of obviousness or nonobviousness, these inquiries may have relevancy. 3 ' 

Of note, the only statement regarding the actual determination of obviousness is 
"[a]gainst this background, the obviousness or nonobviousness of the subject matter 
is determined." 32 Perhaps realizing that the term obviousness in and-of itself offered 
nothing to assist the Court, the Court made no attempt to define it.  

B. The TSM Test and Hindsight 

As a practical matter, the only cases in which 103 is invoked are where no 
prior art reference shows every element of the claimed invention. 33 If a prior art 
reference did show every element of the claimed invention, then the claim is invalid 

under 102.34 Therefore, '@ 103 is invoked when prior art references combined 

26 Id. at 19-20.  
27 Id. at 25-26.  
28 Id. at=7.  
29 52 U.S. 248 (1850).  
30 Id. at 267.  

31 Graham, 383 U.S. at 17-18.  
32 Id. at :7.  
3 See, e.g., id at 22-26 (discussing the differences between the prior art and the claims at issue).  

34 Hoover Grp., Inc. v. Custom Metalcraft, Inc., 66 F.3d 299, 302 (Fed. Cir. ;1995) ("Invalidity based 
on lack of novelty (often called 'anticipation') requires that the same invention, including each el
ement and limitation of the claims, was known or used by others before it was invented by the pa
tentee.").
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show that every element of the claim at issue is present in the prior art.3 5 However, 
given enough references along with the explanation of the invention in "full, clear, 
concise, and exact terms,"3 6 as is required of the patent application, nearly any in
vention can be pieced together from the prior art.37 

Furthermore, the process of patent examination and litigation tends to make 
inventions seem more obvious than they are. As noted above, the law specifically 
requires the patent applicant to explain the invention in clear and concise terms in 
the patent application.38 After reading this clear and concise description of the in
vention, the court or examiner turns to examine the prior art. With the applicant's 
clear and concise description in mind, the elements of the claim are more recog
nizable in the prior art. Therefore, the invention is likely to appear more obvious 
than it truly would have been to "a person having ordinary skill in the art."39 

Thus, the issue remained after Graham v. John Deere: under what circum
stances can the prior art be combined, modified, or both, to render a claim obvious? 
The requirement that a combination be suggested in the prior art was one of the ear
liest requirements imposed by the courts. 40 The formulation developed into teach
ing or suggestion later.41 

The Federal Circuit has been very clear that using the specification to piece to
gether the invention contravenes 103. The court labeled this unacceptable prac
tice "hindsight."42 An early case addressing this issue is W.L. Gore & Associates, 
Inc. v. Garlock, Inc.43 In this case, the patent concerned the process for making 
Gore-Tex fabric by rapidly stretching Teflon under specific conditions. 4 4 The pro
cess resulted in a material that was waterproof yet "breathable."45 The district court 
found several claims invalid under 103 based on the combination of several refer
ences. 46 The Federal Circuit reversed, noting "the district court lost sight of the 

35 KSR Int'l Co. v. Teleflex Inc., 550 U.S. 398, 401 (2007).  
36 35 U.S.C. 112(a) (2012) ("The specification shall contain a written description of the inven

tion ... in such full, clear, concise, and exact terms as to enable any person skilled in the art to 
which it pertains ... to make and use the same.").  

37 Howard Markay, Why Not the Statute?, 65 J. PAT. OFF. Soc'y 331, 333-34 (1983).  
38 35 U.S.C. 112(a).  
39 Id. 103 (2012).  
40 See, e.g., In re Andre, 341 F.2d 304, 308 (C.C.P.A. 1965) (noting that at least one reference must 

suggest the combination or the selection from and incorporation of features into the other) (internal 
quotation marks omitted).  

41 ACS Hosp. Sys., Inc v. Montefiore Hosp., 732 F.2d 1572, 1577 (Fed. Cir. 1984) ("Obviousness 
cannot be established by combining the teachings of the prior art to produce the claimed invention, 
absent some teaching or suggestion supporting the combination.").  

42 In re Van Wanderham, 378 F.2d 981, 986 (C.C.P.A. 1967) ("In applying section 103, the Supreme 
Court recently cautioned against slipping into hindsight.") (internal quotation marks omitted).  

43 721 F.2d 1540 (Fed. Cir. 1983).  
44 Id. at 1545.  
4s Id 
46 W.L. Gore & Associates, Inc. v. Garlock, Inc., No. C79-2074, 1982 WL 52526, at *1 (N.D. Ohio 

Nov. 19, 1982), aff'd in part, rev'd in part, 721 F.2d 1540 (Fed. Cir. 1983).
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principle that there must have been something present in [the] teachings to suggest 

to one skilled in the art that the claimed invention before the court would have been 

obvious." 47 Additionally, the Federal Circuit explained that the district court fell 

victim to hindsight syndrome when it imbued "one of ordinary skill in the art with 

knowledge of the invention in suit, when no prior art reference or references of rec

ord convey or suggest that knowledge." 48 

To combat this practice, the Federal Circuit developed what became known as 

the TSM test. One of the earliest statements of this test is in In re Fine, where the 

court noted that "[o]bviousness is tested by what the combined teachings of the ref

erences would have suggested to those of ordinary skill in the art."4 9 The court 

went on to note that "absent some teaching or suggestion supporting the combina

tion," obviousness "cannot be established by combining the teachings of the prior 

art to produce the claimed invention." 50 Eventually, this became known as the TSM 

test.51 However, the Federal Circuit has never consistently used this formulation.  

For example, in Teleflex Inc. v. KSR International Co., the Federal Circuit stated the 

test as follows: "When obviousness is based on the teachings of multiple prior art 

references, the movant must also establish some 'suggestion, teaching, or motiva

tion' that would have led a person of ordinary skill in the art to combine the relevant 

prior art teachings in the manner claimed." 52 However, one paragraph later, the 

court stated, 

The reason, suggestion, or motivation to combine [prior art references] may be found ex

plicitly or implicitly: 1) in the prior art references themselves; 2) in the knowledge of those 

of ordinary skill in the art that certain references, or disclosures in those references, are of 

special interest or importance in the field; or 3) from the nature of the problem to be 

solved 'leading inventors to look to references relating to possible solutions to that prob

lem.  

Thus, the formulation isn't consistent even in the same opinion. In this au

thor's opinion, the varying formulations can be distilled to one question: why would 

one skilled in the art have made this combination, modification, or both? 

C. KSR International Co. v. Teleflex Inc.  

KSR International Co. v. Teleflex Inc.54 is the appeal from the above referenced 

Federal Circuit decision. KSR involved a patented adjustable pedal with an elec

47 Id 

48 Id. at 1553.  
49 837 F.2d 1071, 1075 (Fed. Cir. 1988) (internal quotation marks omitted).  
50 Id.  

51 Emer Simic, The TSM Test is Dead! Long Live the TSM Test! The Aftermath of KSR, What was all 

the Fuss About?, 37 AIPLA Q.J. 227, 231-32 (2009) ("The 'teaching, suggestion, or motivation' 
test asks whether, at the time the invention was created, something would have taught, suggested, 

or motivated a person of ordinary skill to combine prior art elements to create the claimed inven

tion.").  

52 119 F. App'x 282, 283 (Fed. Cir. 2005), rev'd, 550 U.S. 398 (2007).  
53 Id. (quoting Ruiz v. A.B. Chance Co., 234 F.3d 654, 665 (Fed. Cir. 2000)).  
54 550 U.S. 398 (2007).
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tronic sensor to detect the pedal's position in response to the driver depressing the 
pedal.55 The.inventor was Engelgau, who assigned the patent to his employer Tele
flex. 56 Teleflex sued KSR for infringement of its patent, U.S. Patent No.  
6,237,565.57 In the claimed invention, the pedal was adjustable to accommodate the 
differing sizes of drivers who might use the pedal.58 The output of the pedal pro
vided an electrical signal that was used to control the throttle in the engine of an au
tomobile.59 

In prior adjustable pedal designs, part of the adjustment mechanism was fixed 
to the floorboard of the automobile. 60 That meant that the pivot point for the adjust
able pedal also moved as the pedal was adjusted. The prior art also showed elec
tronic position sensors. 61 However, electronic position sensors at that time had to be 
mounted at the pivot point of the pedal mechanism to measure the movement of the 
pedal. 62 With adjustable pedal designs where the pivot point of the pedal was not 
fixed to the floorboard, the sensor moved as the pedal was adjusted. 63 This required 
a flexible electrical connection method to the sensor, which added complexity and 
cost.64 

However, with Engelgau's invention, the entire pedal mechanism moved about 
pivot point 24 as the driver pressed the pedal, as shown in Figure 2 of the patent.65 

ss Id. at 405.  
56 Id 

57 Id 

58 Id. at 398.  
59 Id. at 405.  
60 KSR, 550 U.S. at 398.  
61 Id. at 400.  
62 Id. at 409 (citing U.S. Patent No. 5,241,936 (filed Sept. 9, 1991)).  
63 Id 
64 U.S. Patent No. 6,237,565 col. 111. 48-53 (filed Aug. 22, 2000).  
65 Id. fig. 2.
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The electrical transducer 28 was placed at that pivot point, which was at the 

fixed point where the pedal was mounted to the floorboard. 66 Therefore, the inven
tion combined had a fixed electrical transducer with an adjustable pedal mechanism.  

The prior art included the Asano patent that showed an adjustable pedal mech
anism with a fixed pivot point.67 The prior art also included electronic sensors. 6 8 In 
the context of a summary judgment motion, the district court combined these two 

references to rule that the Engelgau patent was invalid because it did not comply 
with 103.69 The Federal Circuit ruled that the district court erred because there 
was no evidence in the record to show what motivation one skilled in the art might 

have had to make that combination. 70 Based on this ruling, the Federal Circuit re

manded to the district court for further proceedings. 7 

66 Id. at col. 3 11. 28-39.  
67 KSR, 550 U.S. at 398.  
68 Id 

69 Teleflex Inc. v. KSR Int'l Co., 298 F. Supp. 2d 581, 596 (E.D. Mich. 2003), vacated, 119 F. App'x 

282 (Fed. Cir. 2005), rev 'd, 550 U.S. 398 (2007), and aff'd, 228 F. App'x 988 (Fed. Cir. 2007).  
70 Teleflex, Inc. v. KSR Int'l Co., 119 F. App'x 282, 288 (Fed. Cir. 2005), rev'd, 550 U.S. 398
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The Supreme Court granted a writ of certiorari to hear the appeal of the Feder
al Circuit's decision.7 2 It was speculated that the Supreme Court was concerned that 
the Federal Circuit was applying the TSM test too rigidly. 73 

The Supreme Court did not reject the TSM test entirely, but as expected the 
Court found that the Federal Circuit's analysis was too rigid.7 4 The Federal Circuit 
noted that Asano was solving a different problem from that addressed by Engelgau 
and thus did not provide a suggestion to combine the invention of Asano with 
known electrical sensors. 75 However, the Supreme Court stated, 

Under the correct analysis, any need or problem known in the field of endeavor at the time 
of invention and addressed by the patent can provide a reason for combining the elements 
in the manner claimed.... A person of ordinary skill is also a person of ordinary creativi
ty, not an automaton. 76 

In summary, in this analysis of the KSR decision, the Court subsumed TSM in
to a simpler standard. That is, there must be a reason in the art at the time of the in
vention as to why one skilled in the art combined the references. 77 

Another passage from KSR illuminates this conceptually.  
For over a half century, the Court has held that a 'patent for a combination which only 
unites old elements with no change in their respective functions ... obviously withdraws 
what is already known into the field of its monopoly and diminishes the resources availa
ble to skillful men.' This is a principal reason for declining to allow patents for what is 
obvious. The combination of familiar elements according to known methods is likely to be 
obvious when it does no more than yield predictable results. 78 

Thus, the point of 103 is to separate good engineering 7 9 from the "aha" mo
ment of invention. Good engineering is applying known principles to solve a tech
nical problem. In other words, if one skilled in the art can take the known princi
ples of the art and predict that a combination or modification will successfully 
address the problem, it is good engineering and not invention. As the Supreme 
Court stated in KSR, "If a person of ordinary skill in the art can implement a pre
dictable variation, ,103 likely bars its patentability." 80 Therefore, obvious combi
nations and modifications are those where one skilled in the art would have had a 

(2007) ("[T]he district court was required to make specific findings as to a suggestion or motiva
tion to attach an electronic control to the support bracket of the Asano assembly.").  

71 Id. at 290.  
72 KSR, 550 U.S. at 415.  
73 Stephen G. Kunin & Andrew K. Beverina, KSR 's Effect on Patent Law, 106 MICH. L. REV. FIRST 

IMPRESSIONS 50, 51 (2007).  
74 KSR, 550 U.S. at 400.  
7 Teleflex, 119 F. App'x at 288.  
76 KSR, 550 U.S. at 420-21.  
77 Id. at 420.  
78 Id. at 415-16 (quoting Great Atl. & Pac. Tea Co. v. Supermarket Equip. Corp., 340 U.S. 147, 152

53 (1950)).  
79 The term "engineering," as used here, means the useful application of technology and not to any 

professional status or field of endeavor.  
80 KSR, 550 U.S. at 417.
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reason to predict that the modification or combination would have solved the prob
lem. The KSR decision not only summarizes a century or more of jurisprudence on 

this key issue of patentability, but also points to a clearer statutory formulation of 
this concept.  

III. Proposed Text of 35 USC 103 

In addition to illuminating the intellectual principles of 103, the Graham and 
KSR cases also illustrate the only two modes of applying 103: modifying the prior 
art and combining the prior art.  

In Graham, the prior art showed a hinge in a different position than that of the 
claimed invention. 8' The court stated that "[c]ertainly a person having ordinary 
skill in the prior art, given the fact that the flex in the shank could be utilized more 
effectively if allowed to run the entire length of the shank, would immediately see 
that the thing to do was what Graham did, i.e., invert, the shank and the hinge 
plate." 82 Therefore, the court in Graham ruled that it was obvious to modify the 
prior art, as well as to combine the prior Graham and Glencoe art.83 In KSR, the 
Supreme Court ruled that it was obvious to combine the prior art pedal having a 
fixed pivot point with known electronic sensors. 84 

In accordance with the above-described jurisprudence, the author proposes that 
103 be amended to read: 

35 U.S.C. 103 Conditions for patentability; non-obvious subject matter.  

A patent may not be obtained although the invention is not identically disclosed or de

scribed as set forth in section 102 of this title, if the subject matter sought to be patented (i) 

is a modification, combination, or both of the prior art in a manner known in the art at the 

time the invention was made; (ii) provided that there was a reason in the art at the time the 

invention was made for one skilled in the art to which the subject matter pertains to make 

such modification, combination, or both; and (iii) provided that such subject matter sought 

to be patented produces results that were no more than would have been expected by one 

skilled in the art to which the subject matter pertains of such modification, combination, or 

both at the time the invention was made. Patentability shall not be negated by the manner 

in which the invention was made.  

The following breaks down the principle sections of this proposed revision of 
103.  

"A patent may not be obtained although the invention is not identically 
disclosed or described as set forth in section 102 of this title .... " 

This is not changed from the current 103 and maintains the emphasis that 
102 covers the situation where every element of the invention is shown either ex

81 Graham v. John Deere Co., 383 U.S. 1, 22-26 (1966).  
82 Id. at 25.  
83 Id. at 25-26.  
84 KSR, 550 U.S. at 427.
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plicitly or inherently, 85 and that 103 addresses the situation where not every.ele
ment is shown in one reference, 86 but the claimed invention does not rise to the level 
of a patentable invention.  

Section (i) "[I]f the subject matter sought to be patented (i) is a modifica
tion, combination, or both of the prior art in a manner known in the art at the 
time the invention was made .... " 

As noted in KSR, a claim is not patentable if it was a combination of the prior 
art known at the time of the invention: 

The question is not whether the combination was obvious to the patentee but whether the 
combination was obvious to a person with ordinary skill in the art. Under the correct anal
ysis, any need or problem known in the field of endeavor at the time of invention and ad
dressed by the patent can provide a reason for combining the elements in the manner 
claimed.  

In addition, modifications that were known in the art are similarly unpatenta
ble: "[E]ven though applicant's modification results in great improvement and utili
ty over the prior art, it may still not be patentable if the modification was within the 
capabilities of one skilled in the art."88 

Section (i) establishes the base line. For 103 to be applicable, it must involve 
a combination of prior art, a modification of prior art, or both in a manner known at 
the time of the invention.  

Section (ii) "[P]rovided that there was a reason in the art at the time the 
invention was made for one skilled in the art to which the subject matter per
tains to make such modification, combination, or both .... " 

This requirement is taken from KSR: 
Although common sense directs one to look with care at a patent application that claims as 
innovation the combination of two known devices according to their established functions, 
it can be important to identify a reason that would have prompted a person of ordinary 
skill in the relevant fieldto combine the elements in the way the claimed new invention 
does. This is so because inventions in most, if not all, instances rely upon building blocks 
long since uncovered, and claimed discoveries almost of necessity will be combinations of 
what, in some sense, is already known.  

.... Under the correct analysis, any need or problem known in the field of endeavor at the 

85 See, e.g., Verdegaal Bros. v. Union Oil Co. of Cal., 814 F2d 628, 631 (Fed. Cir. 1987) ("A claim 
is anticipated only if each and every element as set forth in the claim is found, either expressly or 
inherently described, in a single prior art reference.").  

86 See, e.g., Scripps Clinic & Research Found. v. Genentech, Inc., 927 F.2d 1565, 1571 (Fed. Cir.  
1991) clarified on denial of reconsideration, No. 89-1541, 1991 WL 523489 (Fed. Cir. Apr. 30, 
1991), overruled by Abbott Labs. v. Sandoz, Inc., 566 F.3d 1282 (Fed. Cir. 2009) ("If it is neces
sary to reach beyond the boundaries of a single reference to provide missing disclosure of the 
claimed invention, the proper ground is not 102 anticipation, but 103 obviousness.").  

87 KSR, 550 U.S. at 420.  
88 In re Aller, 220 F.2d 454, 456 (C.C.P.A. 1955).
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time of invention and addressed by the patent can provide a reason for combining the ele

ments in the manner claimed. 89 

The KSR decision was directed to the application of 103 to a combination of 
prior art.90 However, the requirement that there be some reason in the prior art to 
modify a prior art reference is certainly as appropriate, if not more so, for applica
tions of 103 based on modifications of the prior art.  

Section (iii) "[P]rovided that such subject matter sought to be patented 
produces results that were no more than would have been expected of such 
modification, combination, or both by one skilled in the art to which the sub
ject matter pertains at the time the invention was made." 

This is the line that demarcates invention from good engineering. "In other 
words, the improvement is the work of the skillful [sic] mechanic, not that of [an] 
inventor." 91 A lengthy quotation from KSR illustrates this portion of the proposed 
103: 

In Anderson's-Black Rock, Inc. v. Pavement Salvage Co., .. . the Court elaborated on this 

approach. The subject matter of the patent before the Court was a device combining two 
pre-existing elements: a radiant-heat burner and a paving machine. The device, the Court 

concluded, did not create some new synergy: The radiant-heat burner functioned just as a 
burner was expected to function; and the paving machine did the same. The two in com
bination did no more than they would in separate, sequential operation. In those circum

stances, while the combination of old elements performed a useful function, it added noth

ing to the nature and quality of the radiant-heat burner already patented, and the patent 
failed under 103.  
Finally, in Sakraida v. AG Pro, Inc., ... the Court derived from the precedents the conclu
sion that when a patent simply arranges old elements with each performing the same func

tion it had been known to perform and yields no more than one would expect from such an 

arrangement, the combination is obvious.  
The principles underlying these cases are instructive when the question is whether a patent 
claiming the combination of elements of prior art is obvious. When a work is available in 

one field of endeavor, design incentives and other market forces can prompt variations of 
it, 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. For the same reason, if a technique 

has been used to improve one device, and a person of ordinary skill in the art 

would recognize that it would improve similar devices in the same way, using the tech
nique is obvious unless its actual application is beyond his or her skill. Sakraida and An

derson's-Black Rock are illustrative-a court must ask whether the improvement is more 

than the predictable use of prior art elements according to their established functions.9 2 

Thus, Sections (ii) and (iii) define the line that separates good engineering 
from invention. If one skilled in the art at the time had a reason to modify, combine 
known technology, or both and had reason to believe that the modification, combi

89 KSR, 550 U.S. at 418, 420.  
90 Id. at 422.  
91 Hotchkiss v. Greenwood, 52 U.S. 248, 267 (1850).  
92 KSR, 550 U.S. at 416-17 (emphasis added) (citations omitted) (internal-quotation marks omitted).
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nation, or both of that known technology would work as intended, then the inven
tion is not patentable. That is good engineering, not invention.  

On the other hand, if one skilled in the art at the time of the invention had no 
reason to make the modification, combination, or both or had no reason to believe 
that such a modification, combination, or both would work, then the invention is pa
tentable.93 An inventor sees what others cannot. It is the function of the patent sys
tem to provide an incentive for the inventor to do the hard work of converting that 
vision into a "useful" 94 product; "and thereby [add] the fuel of interest to the fire of 
genius, in the discovery and production of new and useful things." 95 

The courts, particularly in the KSR decision, use the terms "predictable" and 
"expectation" as opposite sides of the same coin. Section (iii) of the proposed stat
ue formulates the test as "no more than would have been expected." 9 6 This formu
lation provides a more direct logical connection to the evidence that is needed to 
adduce this question. Put in the form of a question, why would one skilled in the art 
have expected the modification, combination, or both of the prior art to produce the 
results obtained by the subject matter patented or sought to be patented? If there is 
no reason for such an expectation, the claimed invention is not unpatentable under 
proposed 103.  

With this formulation, one challenging the patentability of a claim under pro
posed 

103 would be required to demonstrate some reason in the prior art-some 
teaching, suggestion, or otherwise-that the modification, combination, or both 
would work as intended by the claim. Thus, the patent examiner or trier of fact 
would be required to determine: 

" what teaching, suggestion, motivation, or other reason would have 
caused a person skilled in the art at the time to make the modifica
tion, combination, or both; and 

" what teaching, suggestion, motivation or other reason would have 
given that person skilled in the art at the time the belief that the 
claimed invention would work? 

If there is no evidence in the prior art to answer either of these questions, the 
claimed invention is patentable under the proposed revision of 103. In this man
ner, the proposed revision of 103 is codifying and clarifying the tests for the cur
rent 103 that courts have promulgated over the last sixty years.  

93 The claimed invention must still satisfy other requirements for patentability.  
94 35 U.S.C. 101 generally requires that a claimed invention be "useful" in order to qualify for pa

tent protection.  
95 Lecture on Discoveries and Inventions, ABRAHAM LINCOLN ONLINE, http://www.abrahamlincoln 

online.org/lincoln/speeches/discoveries.htm (last visited January 20, 2015).  
96 See supra p.171.
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A. Specific Criteria of Expectability 

In addition, it may be useful to delineate some specific, but not exclusive evi
dence of instances when the success of the invention would not have been expected.  
This would include the secondary indicia from Graham and other well-established 
principles. Therefore, the addition of a subsection to 103 may be helpful. An ex
ample is as follows: 

Evidence that one skilled in the art to which the subject matter pertains would 
have had no reason to make a combination, modification, or both of the prior art, or 
not have expected a combination, modification, or both of the prior art to produce 
the results of the subject matter sought to be patented include: 

The operational principles of the modification or the combined prior art are in
compatible; 

Commercial success of the subject matter sought to be patented; 

A long-felt but unfulfilled need in the marketplace for the subject matter 
sought to be patented; and 

The modification or prior art pertains to a field that one skilled in the art to 
which the subject matter pertains at the time the invention was made would not 
have considered for the subject matter sought to be patented.  

The evidence under Section (d) overlaps with the requirement of Section (ii) 
but specifically addresses the question of when two pieces of prior art are from such 
different fields that one skilled in the art of one field would not look to another field 
for answers to their technical problem. Therefore, it is an appropriate clarification 
of the requirements of proposed 103.  

B. Example Application of the Proposed Statute 

An example may help clarify the operation of proposed 103. Claim 1 of the 
Engelgau patent at issue in KSR reads: 

An adjustable pedal assembly for a vehicle comprising; 
[A] a support (18) for mounting to a vehicle structure; 
[B] an adjustable pedal assembly (22) having a guide member (62) rotatably supported by 
said support (18) for pivotal movement about a pivot axis (26); and 
[C] a pedal arm (14) supported on said guide member (62) for rectilinear movement in 
fore and aft directions relative to said support (18), said guide member (62) and said pivot 
axis (26) between various adjusted positions; 
[D1] an electronic control (28) supported on said support (18) and responsive to pivotal 
movement of said pedal arm (14) and said guide member (62) about said pivot axis (26), 
[D2] said electronic control (28) being fixed relative to said support (18) such that said pe
dal arm (14) moves in fore and aft directions with respect to said electronic control (28), 
said electronic control (28) being responsive to pivotal movement of said guide member 
(62) about said pivot axis (26) for providing a signal (32) that corresponds to pedal arm 
(14) position as said pedal arm (14) pivots said guide member (62) about said pivot axis
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(26). 97 

The first step, as stated by the Court in Graham, is to ascertain the content of 
the prior art. Of course, the KSR Court has done this for us. For our purposes, this 
analysis will focus on the Asano patent and the Smith patent.  

Section (i) "[I1f the subject matter sought to be patented is a modification, 
combination, or both of the prior art in a manner known in the art at the time 
the invention was made . . . ." 

This section requires that it be determined if the elements of the claim are in
cluded in the prior art. First, look to Figure 1 of the Asano patent.98

97 U.S. Patent No. 6,237,565 col. 5 11. 25-38, col. 6 11. 1-9 (filed Aug. 22, 2000).  
98 U.S. Patent No. 5,010,782 fig. 1 (filed July 28, 1989).
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Bracket 2 of the Asano patent meets element [A] of Engelgau claim 1 because 
it provides support for mounting the assembly of Figure i. 99 Lever 4 provides a 
guide member that rotates about pivot pin 6 and supports the rest of the assembly, 
thus meeting element [B] of claim 1 of Englegau. 140 Pedal arm 38 meets the limita
tions of element [C] of claim 1. Asano does not show elements [D] and [E] of the 
claim.

99 See id. at col. 3 11. 35-36.  
100 Id. atcol. 3 11. 36-39.
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/F0 

26 32 

One of the electronic sensor patents cited in the KSR decision is Smith.'0 ' Fig
ure 1 of Smith is shown below:'0 2 

Smith includes a rotary potentiometer 28 (not shown in this figure) housed in 
housing 26.103 A potentiometer is a type of electronic control. 0 4 The potentiometer 
is connected to the vehicles control systems via cable 110.105 The potentiometer 28 
is mounted to the pivot axis, which is provided by rotary input shaft 70 (not show in 
this figure). 0 6 Therefore, potentiometer 28 meets element [Dl] of claim 1 of 
Engelgau. The housing portion 26 is mounted at the upper end 36 of base bracket 

'o' U.S. Patent No. 5,063,811 (filed July 9, 1990).  
102 Id. at fig. 1.  
103 Id. at col. 4 11. 49-50.  

104 Id. at col. 3 11. 16-17.  
105 Id. at col. 4 11. 52-55.  
106 Id. at col. 3 11. 39-50.
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20 and is thus fixed to the support of bracket 20.107 Therefore, Smith shows element 
[D2] of claim 1.  

In accordance with Section (i), every element of the subject matter sought to be 

patented is shown in the combined references 'of Asano and Smith. Thus, Section 
(i) of the proposed statute is met.  

Section (ii) "[P]rovided that there was a reason in the art at the time the 
invention was made for one skilled in the art to which the subject matter per
tains to make such modification, combination, or both .... " 

Quoting from the Smith patent: 

Specifically, the wiring to the electrical components must be secure from the 

possibility of chafing which will eventually result in electrical failure. Thus, the 

pedal assemblies must not precipitate any motion in the connecting wires them

selves, such as shown in the electronic pedal assembly of U.S. Pat. No. 4,883,037.  
Further, one must take care that the electrical components of the assembly 
are placed outside of the hostile environment zone lying between the operator's foot 
or the accelerator pedal and the floor pan of the vehicle. This zone is subjected to 
the substances the operator may get on his or her shoes such as gas, oil, salt, dirt, 
acid and the like.108 

Smith specifically states that the pedal assemblies "must not precipitate motion 

of the connecting wires themselves."109 Thus, the prior art teaches that it is desira
ble to have the sensor and wiring to be stationary and not move with an adjustable 
pedal assembly. This provides a clear reason for one skilled in the art to make this 
combination. Thus, Section (ii) of the proposed statute is met.  

Section (iii) "[P]rovided that such subject matter sought to be patented 
produces results that were no more than would have been expected of such 
modification, combination, or both by one skilled in the art to which the sub
ject matter pertains at the time the invention was made." 

There is no reason that the pivoting mechanism of Smith would not work at the 
pivot of the pedal assembly of Asano. In addition, there is no reason that the pivot

ing mechanism would operate in a different manner when incorporated into the pe
dal mechanism of Asano than when used as described in the Smith patent. As such, 
Section (iii) of the proposed statute is met. Therefore, all three section of proposed 

103 are present with regard to claim 1 of the Engelgau patent. Thus, just as it was 
determined in KSR, claim 1 of the Engelgau patent is unpatentable under proposed 
103.  

107 '811 Patent at fig. 1.  
10 Id. at col. 111. 34-45.  
109 Id. at col. 111. 35-40.
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IV. Summary and Conclusion 

To summarize, the proposed new version of 103 states that an invention is 
not patentable if, 

1) The claimed invention is a combination and/or modification of the pri
or art; 

2) There was some reason at the time the claimed invention was made to 
make such a modification, combination, or both: and 

3) The combination, modification, or both produced nothing more than 
results that could be expected given the state of the art at the time the 
claimed invention was made.  

The above statement and example demonstrates one of the values of the pro
posed 103. Without being mechanical, it provides a clear, three-step process by 
which an examiner or court can determine if 103 applies.  

The questions posed by the above summary will often be quite challenging.  
Determining what the expectation of one skilled in the art many years ago will al
ways be a significant proof problem. Nonetheless, rather than conducting an obtuse 
inquiry into whether a claimed invention would have been obvious to one skilled in 
the art at the time of the invention110 or before the effective filing date,111 it focuses 
the decision maker's inquiry into the real question at hand: why would one skilled 
in the art have made the modification, combination, or both, and why would they 
have thought it would achieve what the claimed invention achieved. That is, 
whether the claimed invention is a true invention or just good engineering.  

A. Promotes Patent Harmonization 

It is hoped that other benefits will flow from a statute that more clearly defines 
obviousness. Many hope for further harmonization of patent systems international
ly. A clear statement of this critical line between invention and good engineering 
should prove an appealing formulation in foreign jurisdictions. It is also hoped that 
a formulation that provides a clear process for making this determination may prove 
attractive in these jurisdictions.  

One of the stumbling blocks to increased harmonization of patent systems is 
the differing examination standard between foreign jurisdictions.112 The ambiguity 
of the meaning of the terms obvious and inventive step provide a very wide scope 
for differing opinions as to which claimed inventions do or do not meet these stand

110 The pre-AIA standard. 35 U.S.C. 103 (2006).  
" The post-AIA standard. 35 U.S.C. 103 (2012).  

112 See Stephen G. Kunin & Philippe J.C. Signore, A Comparative Analysis of the Inventive Step 
Standard in the European and Japanese Patent Offices from a US Perspective, IP LITIGATOR, Jan.
Feb. 2008, at 15 (comparing the laws of nonobviousness as applied by the European Patent Office, 
the Japan Patent Office, and the United State Patent and Trademark office).
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ards. If the test of proposed 103 is widely adopted, a consistent formulation can
not help but narrow these differences.  

In addition, the focus of proposed 103 is on the expectations of one skilled in 
the art at the time of the invention. These expectations are determined by the con
tents of the prior art. That is, the focus is on the technology available at the time of 
the invention. It is suggested that the scope of disagreement as to the contents of 
the applicable technology, while certainly not zero, is much narrower than the scope 
for disagreement concerning whether something is or is not obvious.  

Therefore, proposed 103 will have a natural tendency to narrow the difference 
in examination standards between jurisdictions. This, of course, will not magically 
lead to patent harmonization, nor to the ultimate goal of harmonization: a world
wide patent system where one examination and approval of a patent application 
would provide protection in many countries. Problems involving language and the 
appropriate subject matter for patenting are less tractable. For example, jurisdic
tions outside of the United States are far less amenable to patenting of software, 
medical products, and medical procedures than is the United States.11 3 These and 
other problems remain. Diplomats will not be put out of business in the foreseeable 
future. However, more clarity in standards for patentability may bring us a little 
closer to harmonization of those standards and may lead to international coopera
tion. This may then lead to international patent protection at much lower costs than 
is currently possible.  

B. Efficiency and Clarity 

On a more abstract level, when Congress adopted the term "nonobviousness" 
as a standard for patentability, it essentially shirked its responsibility to define the 
law as clearly as possible. As a result, the courts have had to wrestle with this issue 
for sixty years. Courts decide cases. The legislature sets legal policy. It is long 
past time for Congress to do so on this issue.  

113 See, e.g., European Patent Convention, art. 53(c), Oct. 5, 1973, 1065 U.N.T.S 199 (stating that 
methods for treatment.by surgery or therapy and diagnostic methods are not patentable); Daehwan 

Koo, Patent and Copyright Protection of Computer Programs, 2 INTELL. PROP. Q. 172, 99-118 

(2002) (outlining the statutory and case law development regarding the patentability of software in 
Europe and Japan).
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I. Introduction 

Congress has the power "[t]o promote the Progress of Science and useful Arts, 

by securing for limited Times to Authors and Inventors the exclusive Right to their 
respective Writings and Discoveries." 1 

In a banner year for patent cases at the United States Supreme Court, the Court 

unanimously decided six patent cases in 2014. On January 22, 2014, the nation's 
highest court decided Medtronic, Inc. v. Mirowski Family Ventures, LLC, holding 

that when a licensee seeks a declaratory judgment against a patentee that the licen

see's products do not infringe on the patent's claims, the patentee bears the burden 
of persuasion on the infringement issue.2 On April 29, 2014, the Court issued deci
sions in Octane Fitness, LLC v. ICON Health and Fitness, Inc.3 and Highmark Inc.  

v. Allcare Health Management System, Inc.4 Both cases involved the award of at

* Clinical Professor of Business Law, School of Accounting, College of Business, Florida 

International University; J.D., University of Toledo College of Law, Order of the Coif.  

1 U.S. CONST. art. I, 8, cl. 8.  
2 134 . Ct. 843, 846 (2014).  

3 134 S. Ct. 1749 (2014).  
4 134 S. Ct. 1744 (2014).
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torney's fees to prevailing parties in exceptional cases.5 In Octane Fitness, the Su
preme Court reversed the Federal Circuit, 6 which had applied the standard it coined 
in Brooks Furniture Manufacturing Inc. v. Dutailier International, Inc.7 The Su
preme Court held that this standard was unduly rigid.8 In Highmark, the Court, cit
ing Octane Fitness, held that the proper standard of review for the award for attor
ney's fees is abuse of discretion.9 

On June 2, 2014, the Supreme Court decided Limelight Networks, Inc. v. Aka
mai Technologies, Inc. 10 and Nautilus, Inc. v. Biosig Instruments, Inc.11 In Akamai, 
the Supreme Court held that a defendant is not liable for inducing infringement 
when there has been no direct infringement. 12 In Nautilus, the Court held that a pa
tent is invalid for indefiniteness if its claims, read in light of its specifications and 
prosecution history, fail to inform one skilled in the specific art with reasonable cer
tainty." 

On June 19, 2014, in the sixth patent case of the term, the Supreme Court de
cided Alice Corp. v. CLS Bank International, holding that the patent claims in ques
tion were drawn to a patent-ineligible abstract idea and thus were not patentable 
subject matter.1 4 In Alice, the Court affirmed the Federal Circuit." This was the 
only patent case during the term that affirmed the Federal Circuit's decision.  

This article briefly reviews the five Supreme Court patent decisions leading up 
to Alice and examines Alice. The inquiry concludes by considering the implications 
of this series of important cases.  

II. Medtronic, Inc. v. Mirowski Family Ventures, LLC 

The legal issue in Medtronic, Inc. v. Mirowski Family Ventures, LLC was 
which party, the plaintiff (potential infringer) or the defendant (patentee), bears the 
burden of persuasion in a declaratory action of non-infringement. 16 The patent 
claims in question were claims in reissue patents for implantable cardiac stimulation 

35 U.S.C. 285 (2012) ("The court in exceptional cases may award reasonable attorney fees to the 
prevailing party."); Octane Fitness, 134 S. Ct. at 1751; Highmark, 134 S. Ct. at 1745.  

6 Octane Fitness, 134 S. Ct. at 1758.  
Icon Health & Fitness, Inc. v. Octane Fitness, LLC, 496 F. App'x 57, 64 (Fed. Cir. 2012), cert.  
granted, 134 S. Ct. 49 (2013), and rev'd, 134 S. Ct. 1749 (2014).  

8 Octane Fitness, 134 S. Ct. at 1756.  
9 Highmark, 134 S. Ct. at 1748.  
10 134 S. Ct. 2111 (2014).  
" 134 S. Ct. 2120 (2014).  
12 Akamai, 134 S. Ct at 2114.  
13 Nautilus, 134 S. Ct. at 2123.  
14 134 S. Ct. 2349-50 (2014).  
15 Id. at 2360.  
16 134 5. Ct. 843, 846 (2014).
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devices that provide cardiac resynchronization therapy (CRT). 17 These devices are 
commonly known as cardiac pacemakers.  

Dr. Mower, along with Dr. Mirowski, invented the first implantable cardio
verter defibrillator (ICD), which provides a shock to the heart when necessary to 
stop arrhythmia. 18 Dr. Mower's research and innovation led to a patent for a cardiac 
pacemaker,19 and the two reissue patents2 0 were the subject of this litigation.21 

Mirowski Family Ventures held the patent rights of Dr. Mower as assignee of the 
reissue patents.22 Mirowski Family Ventures licensed the technology to Eli Lilly 
and Company, which created Guidant in 1994.23 Boston Scientific acquired Gui
dant in 2006.24 Mirowski Family Ventures, Guidant, and Boston Scientific were the 
defendants at the district court level.25 

Medtronic sublicensed one of its reissue patents in 1991,26 and the sublicense 
agreement gave Medtronic the right to challenge allegations of infringement of its 
reissue patent, as well as validity and enforceability of its reissue patent through de
claratory judgment actions.27 Based on this agreement, in 2003, Medtronic chal
lenged the reissue patent while paying royalties into escrow.2 8 This agreement was 
modified in 2006 with a Litigation Tolling Agreement (LTA), which tolled and sus
pended litigation for ninety days after Medtronic received a notice of infringement 
from Guidant or Mirowski Family Ventures. 29 The LTA also permitted Medtronic 
to initiate a final declaratory judgment action challenging infringement, unenforce
ability, or validity of the reissue patent or any combination thereof.3 0 The district 
court action was filed pursuant to that agreement.3 1 

17 Medtronic Inc. v. Bos. Sci. Corp., 695 F.3d 1266, 1269 (Fed. Cir. 2012), cert. granted, 133 S. Ct.  
2393 (2013), and rev'd sub nom. Medtronic, Inc. v. Mirowski Family Ventures, LLC, 134 S. Ct.  
843 (2014), and cert. denied, 134 S. Ct. 1022 (2014).  

18 Id.  
19 U.S. Patent No. 4,928,688 (filed Jan. 23, 1989).  
20 U.S. Patent No. 39,897 (filed Aug. 8, 2002); U.S. Patent No. 38,119 (filed Oct. 19, 1995).  
21 Medtronic, Inc. v. Bos. Sci. Corp., 777 F. Supp. 2d 750, 758 (D. Del. 2011), vacated, 695 F.3d 

1266 (Fed. Cir. 2012), rev'd sub nom. Medtronic, Inc. v. Mirowski Family Ventures, LLC, 134 S.  
Ct. 843 (2014), aff'd in part, vacated in part, 558 F. App'x 998 (Fed. Cir. 2014).  

22 Id.  
23 Eli Lilly and Co., Quarterly Report (Form 10-Q) (May 12, 1995), available at https://investor.  

lilly.com/secfiling.cfm?filinglD=59478-95-5.  
24 Press Release, Boston Scientific, Boston Scientific and Guidant Announce Signing Merger 

Agreement Valued at $27 Billion (Jan. 25, 2006), available at http://news.bostonscientific.  
com/index.php?s=24913&item=22235.  

25 Medtronic, 777 F. Supp. 2d at 758.  
26 Id. Only the '119 reissue patent was at issue. Id. at 759.  
27 Id. at 758.  
28 Id. at 758-59.  
29 Id. at 759.  

30 Id.  

31 Medtronic, 777 F. Supp. 2d at 759.
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"There is a long history of litigation involving the parties," noted the district 
court.32 The defendants asserted that seven Medtronic CRT devices, with and with
out defibrillators, infringed the claims of the reissue patent.33 In 2007, Medtronic 
filed a complaint for declaratory judgment of non-infringement and invalidity of 
both reissue patents.34 To prove direct infringement, the plaintiff had to establish 
that one or more of the patent claims read on the accused device literally or under 
the doctrine of equivalents. 35 The parties, however, disagreed concerning which 
party had to prove infringement. 36 Medtronic argued that the patentee, here the de
fendants, had this burden, while the defendants argued that the plaintiff always car
ries this burden.37 The district court found that the burden is on the patentee, 3 8 and 
further held that not only did Medtronic not prove that the patent claims were inva
lid, but also that the defendants did not prove that Medtronic infringed any of the 
reissue patent claims.39 

The Federal Circuit vacated and remanded, holding that the district court 
placed the burden of proof of non-infringement on the wrong party.40 Citing 
MedImmune Inc. v. Genentech, Inc.,41 a 2007 Supreme Court case that held that a 
patentee can make royalty payments and does not have to breach the license in or
der to bring a declaratory judgment action,4 2 the Federal Circuit ruled that the party 
seeking relief, here Medtronic, generally bears the burden of proving the complain
ant's claims.43 

The Supreme Court unanimously reversed the Federal Circuit and remanded 
on January 22, 2014.44 In an opinion authored by Justice Breyer, the Court held that 
the patentee normally has the burden of proving infringement, and that burden does 
not shift when a licensee such as Medtronic seeks a declaratory judgment of non
infringement. 45 The Court noted that "[s]imple legal logic, resting upon settled case 
law, strongly supports" the Court's conclusion. 46 

32 Id. at 758.  
33 Medtronic, Inc. v. Mirowski Family Ventures, LLC, 134 S. Ct. 843, 847 (2014); Medtronic, 777 F.  

Supp. 2d at 762.  
34 Medtronic, 777 F. Supp. 2d at 757.  
3 Id. at 764.  
36 Id. at 765.  
37 Id 

38 Id. at 765-66.  
39 Id. at 782.  
40 Medtronic Inc. v. Bos. Sci. Corp., 695 F.3d 1266, 1269 (Fed. Cir. 2012), cert. granted, 133 S. Ct.  

2393 (2013), and rev'd sub nom. Medtronic, Inc. v. Mirowski Family Ventures, LLC, 134 S. Ct.  
843 (2014), and cert. denied, 134 S. Ct. 1022 (2014).  

41 549 U.S. 118 (2007).  
42 Id. at 137; Medtronic, 695 F.3d at 1271.  
43 Medtronic, 695 F.3d at 1271-72.  
44 Medtronic, Inc. v. Mirowski Family Ventures, LLC, 134 S. Ct. 843, 852 (2014).  
4s Id. at 846.  
46 Id. at 849.
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The Court noted three legal principles that supported its conclusion that the 
burden remains on the patentee. 47 The first principle is that the burden of infringe
ment is generally on the patentee. 48 The second principle is that the declaratory 
judgment is only procedural in nature.49 ,The: third principle is that the burden of 
proof is a substantive aspect of a claim.50 Thus, according to the Court, the burden 
does not shift.' 

Justice Breyer observed additional practical considerations to support this con
clusion. He noted that shifting the burden could create post-litigation uncertainty 
about the scope or status of the patent if, for example, the evidence is inconclusive 
and the alleged infringer loses the declaratory judgment action.52 Further, he noted 
that if the burden shifted, the licensee might have difficulty knowing what theory 
the alleged infringement rests upon.53 Similar to the holding in MedImmune, which 
was intended to reduce the risk of a patent licensee seeking a declaratory judgment, 
this holding also relieves licensees such as Medtronic from the difficult choice of 
stopping royalties or facing a difficult court proceeding. 54 

On remand from the Supreme Court, the Federal Circuit affirmed the district 
court's finding of non-infringement by Medtronic.5 5 After noting that the Supreme 
Court's decision did not disturb its decision on the matter of the patentee's cross 
appeal, the Federal Circuit vacated in part and remanded for additional proceed
ings. 56 

III. Octane Fitness, LLC v. Icon Health & Fitness, Inc.  

"The court in exceptional cases may award reasonable attorney fees to the pre
vailing party."57 

According to Justice Sotomayor's opinion in Octane Fitness, LLC v. ICON 
Health & Fitness, Inc., the Patent Act did not allow for the award of attorney's fees 
until 1946.58 Instead, the American rule applied where each party paid their own 
attorney's fees. 59 Congress then amended the Patent Act to allow the award of at
torney's fees to the prevailing party.60 According to appellate court precedent, the 

47 Id 
48 Id 

49 Id.  
50 Medtronic, 134 S. Ct. at 849.  
51 Id.  
52 Id. at 849-50.  
53 Id. at 850.  

54 Id.  

5 Medtronic Inc. v. Bos. Sci. Corp., 558 F. App'x 998, 999 (Fed. Cir. 2014), cert. denied sub nom.  
Mirowski Family Ventures, LLC v. Medtronic, Inc., 135 S. Ct. 364 (2014).  

56 Id. at 1000.  
57 35 U.S.C. 285 (2012).  
58 134 S. Ct. 1749, 1753 (2014).  
59 Id 
60 Id.
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fees were awarded "only in extraordinary circumstances." 6 In 1982, Congress cre
ated the Court of Appeals for the Federal Circuit, which has exclusive appellate ju
risdiction in patent cases. 62 According to Justice Sotomayor, the Federal Circuit 
considered the totality of circumstances when awarding attorney's fees.6 3 In 2005, 
in Brooks Furniture, the Federal Circuit adopted a "more rigid and mechanical for
mulation." 64 Under the Brooks Furniture test, attorney's fees are awarded in excep
tional cases where there is some material misconduct related to the litigation or in
equitable conduct in obtaining the patent. 65 Absent misconduct, the award of 
attorney's fees is justified only if the litigation is brought in subjective bad faith and 
is objectively baseless. 66 

Although the legal issue before the Supreme Court in Octane Fitness was the 
award of attorney's fees,67 the case began as a patent infringement case.6 8 An action 
for infringement was brought by ICON, which holds approximately 223 patents in 
the fitness equipment market,69 against Octane, which is dedicated solely to making 
elliptical machines. 70 Octane denied the infringement and moved for summary 
judgment of non-infringement, which was granted by the district court.7 1 Octane 
then moved for an award of attorney's fees.72 Applying the Brooks Furniture test, 
the district court denied the award. 73 

ICON appealed the summary judgment of non-infringement, and Octane cross
appealed the denial of attorney's fees, arguing that the district court applied an over

61 Id. (citing Park-In-Theatres, Inc. v. Perkins, 190 F.2d 137, 142 (9th Cir. 1951)).  
62 Id. at 1754.  
63 Id.  
64 Octane Fitness, 134 S. Ct. at 1754.  
65 Id. (citing Brooks Furniture Mfg., Inc. v. Dutailier Int'l, Inc., 393 F.3d 1378, 1381 (Fed. Cir.  

2005), abrogated by Octane Fitness, 134 S. Ct. 1749).  
66 Id.  

67 Id. at 1752.  
68 ICON alleged that Octane Fitness infringed claims 1-5, 7, and 9-11 of U.S. Patent No. 6,019,710 

titled Exercising Device with Elliptical Movement. Icon Health & Fitness, Inc. v. Octane Fitness, 
LLC, No. CIV. 09-319 ADM/SER, 2011 WL 2457914, at *1 (D. Minn. June 17, 2011), aff'd, 496 
F. App'x 57 (Fed. Cir. 2012), rev'd, 134 S. Ct. 1749 (2014).  

69 About Icon, ICON HEALTH & FITNESS, https://www.iconfitness.com/about/history.html (last visited 
Nov. 3, 2014). Icon bills itself as one of the world's largest developers, manufacturers, and mar
keters of fitness equipment. Id.  

70 Our History, OCTANE FITNESS, https://www.octanefitness.com/home/about/#our-history (last visit
ed November 3, 2014).  

71 Icon Health & Fitness, 2011 WL 2457914, at *1.  
72 Icon Health & Fitness, Inc. v. Octane Fitness, LLC, No. CIV. 09-319 ADM/SER, 2011 WL 

3900975, at *1 (D. Minn. Sept. 6, 2011) aff'd, 496 F. App'x 57 (Fed. Cir. 2012), rev'd, 134 S. Ct.  
1749 (2014), vacated, 576 F. App'x 1002 (Fed. Cir. 2014).  

73 Id. at *1, *4.
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ly restrictive standard.74 The Federal Circuit affirmed the lower court's decision, 
stating that it had "no reason to revisit the settled standard for exceptionality." 7 5 

The Supreme Court granted certiorari 76 and on April 29, 2014, in a unanimous 
opinion authored by Justice Sotomayor, gave the Federal Circuit a reason to revisit 
the standard for exceptionality. 77 The Court's analysis "begins and ends with the 
text" of the statute with respect to awarding attorney's fees in exceptional cases.7 8 

Since the Patent Act itself does not define "exceptional," the Court used the ordi
nary meaning of "rare" or "uncommon." 79 According to the Court, the Federal Cir
cuit's Brooks Furniture test was "overly rigid."80 Further, the Court determined that 
it was sc rigid that it seemed to render the provision allowing the grant of attorney's 
fees "largely superfluous." 81 An exceptional case, according to the Court, is one 
"that stands out from others with respect to the substantive strength of a party's liti
gating position ... or the unreasonable manner in which the case was litigated," and 
should be decided on a case-by-case basis in the district court's discretion, consider
ing all the circumstances. 82 Additionally, the Court found that the Federal Circuit's 
requirement that attorney's fees be proven by clear and convincing evidence was 
too high of an evidentiary burden. 83 Thus, the Court reversed the Federal Circuit 
and remanded the case. 84 

IV. Highmark Inc. v. Allcare Health Management System, Inc.  

On April 29, 2014, the Supreme Court also unanimously decided Highmark 
Inc. v. Allcare Health Management System, Inc., which concerned the standard a 
court should use in reviewing the award of attorney's fees under the Patent Act.8 5 

The Court vacated and remanded the case, holding that the appropriate standard of 
review for the award of attorney's fees is the abuse of discretion standard.8 6 

Allcare licensed a patent on a fully integrated and comprehensive health care 
system.87 After conducting a "survey" of health care management and insurance 

74 Icon Health & Fitness, Inc. v. Octane Fitness, LLC, 496 F. App'x 57, 58, 65 (Fed. Cir. 2012), cert.  
granted, 134 S. Ct. 49 (2013), and rev'd, 134 S. Ct. 1749 (2014).  

75 Id. at 65.  
76 Octane Fitness, LLC. v. Icon Health & Fitness, Inc., 134 S. Ct. 49 (2013).  
77 Octane Fitness, LLC. v. ICON Health & Fitness, Inc., 134 S. Ct. 1749, 1752 (2014).  
78 Id. at 1755.  
79 Id. at 1756 (citing WEBSTER'S NEW INTERNATIONAL DICTIONARY 889 (2d ed. 1934)).  
80 Id 
81 Id. at 1758.  
82 Id. at 1756.  
83 Octane Fitness, 134 S. Ct. at 1758.  
84 Id.  
85 134 S. Ct. 1744, 1746-47 (2014).  
86 Id. at 1749.  
87 Highmark, Inc. v. Allcare Health Mgmt. Sys., Inc., 706 F. Supp. 2d 713, 716 (N.D. Tex.), as 

amended (Apr. 1, 2010), order vacated on reconsideration, 732 F. Supp. 2d 653 (N.D. Tex. 2010), 
aff'd in part, rev'd in part, 687 F.3d 1300 (Fed. Cir. 2012). The patent at issue in this case is U.S.  
Patent No. 5,301,105. Id.
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companies, Allcare wrote to one of them, Highmark,8 8 and claimed that Highmark 
was an infringer.89 Allcare requested that Highmark license the technology and 
suggested there might be future litigation if Highmark refused to comply. 90 Allcare 
sued twenty-four health care entities,, including Highmark, in four separate suits for 
infringement. 9' In one suit, the district court concluded that the patent was enforce
able.92 As a result, Allcare sent another letter to Highmark about the favorable deci
sion, again requesting that Highmark license its technology to prevent the need for 
litigation.93 Highmark communicated with Allcare for a year to try to prevent litiga
tion,94 but Highmark eventually filed suit for a declaratory judgment of invalidity, 
unenforceability of the patent, and non-infringement. 95 Allcare counterclaimed, al
leging that Highmark infringed certain patent claims.9 6 

The district court adopted a special master's report and ruled that while the pa
tent was not unenforceable, Highmark also did not infringe the two remaining 
claims in question. 97 Highmark then requested attorney's fees.98 The district court 
granted the fees, stating that by clear and convincing evidence, Allcare engaged in 
vexatious and sometimes deceitful conduct by (1) using the survey to identify po
tential infringers and then forcing those potential infringers to purchase a license 
under threat of litigation, and (2) maintaining infringement claims after Allcare's 
own experts said such claims were without merit. 99 

On appeal, the Federal Circuit reviewed the district court's decision de novo 
and without deference, holding that Allcare's claim of infringement warranted the 

88 Highmark is a national diversified health care partner in health and dental insurance, vision cover
age, and reinsurance. About Us, HIGHMARK, https://www.highmark.com/hmk2/about/corpprofile/ 
index.shtml (last visited November 3, 2014).  

89 Highmark, 706 F. Supp. 2d at 716.  
90 Id.  
91 Id.  
92 Id. at 716-17 (citing, Allcare Health Mgmt. Sys., Inc. v. Trigon Healthcare, Inc., 1:02-CV-756-A 

(E.D. Va. Feb. 3, 2003)).  
93 Id.at 726.  
94 Id The district court observed that Allcare had not done its homework when it began "trolling" for 

licensing fees. Id. at 727. According to the district court, a "patent troll" is a pejorative term for 
entities that don't manufacture products based upon the patent, but just enforce the patent in an at
tempt to collect licensing fees. Id. at 739 n.5 (citing InternetAd Sys., LLC v. Opodo Ltd., 481 F.  
Supp. 2d 596, 601 (N.D. Tex. 2007)). The court found that based on this definition, Allcare was a 
patent troll that at times engaged in deceitful conduct. Id.  

95 Highmark, 706 F. Supp. 2d at 717.  
96 Id.  
97 Id. The Court of Appeals for the Federal Circuit affirmed. Highmark, Inc. v. Allcare Health 

Mgmt. Sys., Inc., 329 Fed. App'x 280 (Fed. Cir. 2009) (per curiam).  
98 Highmark, 706 F. Supp. 2d at 717.  
99 Id. at 736-37. The district court also held that sanctions were appropriate. Id. at 738. The sanc

tions were disallowed on reconsideration in Highmark, Inc. v. Allcare Health Mgmt. Sys., Inc., 732 
F. Supp. 2d 653, 676 (N.D. Tex. 2010).
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award of attorney's fees as an exceptional case.10 The Federal Circuit affirmed in 
part but reversed on another claim.101 

The Supreme Court granted certiorari on the issue of the deference an appellate 
court must give to a district court's determination of attorney's fees. 10 2 Writing for 
a unanimous Court, Justice Sotomayor held that the abuse of discretion standard is 
to be used to review all aspects of a district court's determination of the award of 
attorney's fees under the Patent Act.'03 In making its decision, the Court cited Oc
tane Fitness, and noted that in that case, the Court defined "exceptional" by its or
dinary meaning and instructed courts to determine exceptionality on a case-by-case 
basis considering all the circumstances.10 4 The Court remanded the case to the Fed
eral Circuit.10 5 

V. Limelight Networks, Inc. v. Akamai Technologies, Inc.  

"Whoever actively induces infringement of a patent shall be liable as an in
fringer."10 6 

The Supreme Court unanimously decided two patent cases on June 2, 2014. In 
Limelight Networks, Inc. v. Akamai Technologies, Inc., the Court held that one can
not be held liable for inducing infringement of a patent when there has been no di
rect infringement. 107 

Akamai and Limelight are both Internet content delivery networks (CDNs).1 0 8 

Akamai '9 was the exclusive licensee of a patent for a global Internet content host
ing system." 0 In 2004, discussions began concerning Akamai's possible acquisition 
of Limelight, but Akamai chose not to go forward with the deal.1" In 2006, Aka

100 Highmark, Inc. v. Allcare Health Mgmt. Sys., Inc., 687 F.3d 1300, 1308-09, 1319 (Fed. Cir.  
2012), cert. granted, 134 S. Ct. 48 (2013), and vacated sub nom. Highmark Inc. v. Allcare Health 
Mgmt. Sys., Inc., 134 S. Ct. 1744 (2014).  

101 Id.  
102 Highmark Inc. v. Allcare Health Mgmt. Sys., 134 S. Ct. 1744, 1747 (2014).  
103 Id. at 1749.  
104 Id. at 1748 (citing Octane Fitness, LLC v. ICON Health & Fitness, Inc., 134 S. Ct. 1749, 1756 

(2014)).  
105 Id. at 1749.  
106 35 U.S.C. 271(b) (2013).  
107 134 S. Ct. 2111, 2115 (2014). Direct infringement occurs when one makes, uses, or sells a patent

ed invention in the United States during the patent term without authority. 35 U.S.C. 271(a).  
108 Limelight, 134 S. Ct. at 2115; Our Story Told Here, LIMELIGHT NETWORKS, http://www.limelight.  

com/company/our-story-told-here/ (last visited November 3, 2014); About, AKAMAI, 
http://www.akamai.com/html/about/index.html (last visited November 3, 2014).  

109 Akamai bills itself as the leading provider of secure cloud services for enterprises that provide ser

vices for end users. About, AKAMAI, http://www.akamai.com/html/about/index.html (last visited 
November 3, 2014).  

110 U.S. Patent No. 6,108,703 (filed May 19, 1999). The Massachusetts Institute of Technology is the 
assignee of this patent. Id. at [73].  

" Akamai Techs., Inc. v. Limelight Networks, Inc., 614 F. Supp. 2d 90, 100 (D. Mass. 2009), aff'd, 
629 F.3d 1311 (Fed. Cir. 2010), and reh'g en banc granted, opinion vacated sub nom. Akamai
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mai and Limelight again discussed a merger, but when Limelight informed Akamai 
that it had another funding source and was no longer interested in being acquired, 
Akamai filed suit for patent infringement against Limelight the next day.11 2 Akamai 
"tagged" or designated certain components of a content provider's website to be 
stored on Akamai's servers, while Limelight did not tag the content but rather pro
vided instructions to its customers on how to tag, allowing the customers to tag for 
themselves. 1 3 This tagging is a step in the claimed method patent.1 1 4 

In 2008, a jury found that Limelight infringed claims of Akamai's patent, that 
none of the infringed claims were invalid, and awarded Akamai damages of $41.5 
million, plus prejudgment interest and price erosion damages."1 15 

This victory, however, was short-lived.116 In 2008, the Federal Circuit in Mu
niauction, Inc. v. Thomson Corp. noted that for direct infringement, a single party 
must perform every step of the claimed method. 1 7 In light of Muniauction, the dis
trict court granted Limelight's motion for reconsideration 1"8 and held that since 
Limelight did not perform all of the steps, there was no direct infringement. 119 A 
Federal Circuit panel affirmed. 120 On en banc review, however, the Federal Circuit 
reversed,12 ' stating that even if no one could be liable as a direct infringer, there 
could nonetheless be a judgment on induced infringement. 122 

In the per curiam majority decision of the Federal Circuit, Chief Judge Rader 
and Judges Newman, Lourie, Bryson, Linn, Dyk, Moore, O'Malley, Reyna, and 
Wallach found that the trial court properly held that Limelight did not directly in
fringe because it did not control the actions of its customers. 123 Limelight would 
have been liable for inducing infringement if Limelight knew of Akamia's patent, 
performed all but one of the steps of the method claimed, and induced its content 
providers to perform that final step and the content providers actually performed the 

Techs., Inc. v. MIT, 419 F. App'x 989 (Fed. Cir. 2011), and rev'd, 692 F.3d 1301 (Fed. Cir. 2012), 
rev'd, 134 S. Ct. 2111 (2014).  

112 Id.  

113 Limelight Networks, Inc. v. Akamai Techs. Inc., 134 S. Ct. 2111, 2115 (2014).  
114 Id.  
115 Akamai, 614 F. Supp. 2d at 100. According to the district court, the parties "filed a flurry of post

trial motions," and all were denied. Id.  
116 Limelight, 134 S. Ct. at 2116.  

117 Muniauction, Inc. v. Thomson Corp., 532 F.3d 1318, 1329 (Fed. Cir. 2008).  
118 Akamai, 614 F. Supp. 2d at 123.  
119 Id. at 122.  
120 Akamai Techs., Inc. v. Limelight Networks, Inc., 629 F.3d 1311, 1331 (Fed. Cir. 2010), reh'g en 

banc granted, opinion vacated sub nom. Akamai Techs., Inc. v. MIT, 419 F. App'x 989 (Fed. Cir.  
2011).  

121 Akamai Techs., Inc. v. Limelight Networks, Inc., 692 F.3d 1301, 1319 (Fed. Cir. 2012) (per curi
am), cert. dismissed sub nom. Epic Sys. Corp. v. McKesson Techs., Inc., 133 S. Ct. 1520 (2013), 
and cert. dismissed, 133 S. Ct. 1521 (2013), and cert. granted, 134 S. Ct. 895 (2014), and rev'd, 
134 S. Ct. 2111 (2014), and cert. denied, 134 S. Ct. 2723 (2014).  

122 Id. at 1309.  
123 Id. at 1318.
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final step. 124 Judge Newman dissented, stating that the "en banc court has split into 
two factions, neither of which resolves the issues of divided infringement." 125 She 
further stated that "a scant majority of the court adopts a new theory of patent in
fringement, based upon criminal law," 126 while a significant minority, discussed be
low, favored a single entity rule. 127 Judge Newman explained that the new majority 
rule "imposes disruption, uncertainty, and disincentive." 128 

Judge Linn, joined by Judges Dyk, Prost, and O'Malley, dissented. 12 9 The dis
senters stated that the majority took on the role of "policy maker," 130 and essentially 
rewrote the direct and induced infringement sections of the Patent Act, holding that 
infringement can mean different things in different contexts, contrary to both the 
Patent Act and Supreme Court precedent. 13 1 According to the dissenting judges, di
rect infringement is essential for indirect infringement. 132 They argued that the ma
jority's analogies to criminal and tort law were flawed. 133 It is therefore not surpris
ing that the U.S. Supreme Court granted certiorari. 13 4 

Justice Alito, writing for the unanimous Court, stated that the "Federal Cir
cuit's analysis fundamentally misunderstands what it means to infringe a method 
patent."135 While induced infringement must be based on direct infringement, 136 the 
Federal Circuit held that under the Patent Act, a defendant may be liable for induc
ing infringement even when no one has directly infringed the claims of a patent. 13 7 

The Court found that the Federal Circuit's holding was untenable in four ways.  
First, the Court noted that while respondents argued that tort liability for a third par
ty is analogous to patent infringement, they cited no case to support third party lia
bility when the plaintiff's legal rights were not violated. 13 8 Similarly, Akamai's 
rights were not violated because there was no direct patent infringement. 139 Second, 
the Cour: found that while respondents also drew on criminal law, in particular aid
ing and abetting, the Patent Act states that patent holders have only the rights 

124 Id.  
125 Id. at 1319.  
126 Id.  
127 Akama, 629 F.3d at 1347.  
128 Id. at 1319. Judge Newman states that the new majority rule has "no foundation in statute, or in 

two centuries of precedent." Id. at 1320.  
129 Id. at 1337.  
130 Id.  
131 Id.  
132 Id.  

133 Akamai, 629 F.3d at 1343-46.  
134 Limelight Networks, Inc. v. Akamai Techs., Inc., 134 S. Ct. 895 (2014).  
135 Limelight Networks, Inc. v. Akamai Techs. Inc., 134 S. Ct. 2111, 2117 (2014).  
136 Id. Neither the Federal Circuit nor Akamai denied this proposition. Id.  
137 Id According to the Court, this holding would result in two rules of infringement law, one for di

rect infringement and one for indirect infringement. Id. at 2118. Further, Congress could have 
written the Patent Act this way, but did not. Id.  

138 Id. at 2118-19.  
139 Id
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claimed under the patent. 140 Thus, criminal law was inapplicable here as well. 14 1 

Third, the Court observed that while respondents additionally argued that patent 
law, before Congress enacted the Patent Act, allowed for this inducement liability, 
the Patent Act itself doesn't allow for inducement without direct liability.14 2 Final
ly, the Court noted that respondents argued that one could avoid liability for in
duced infringement by dividing up the necessary steps that constitute infringe
ment. 14 3 The Court did recognize this concern, but determined that it wasn't 
sufficient to judicially create a non-statutory way to induce infringement. 144 Thus, 
the Court reversed and remanded the case to the Federal Circuit.145 

VI. Nautilus, Inc. v. Biosig Instruments, Inc.  

"The specification shall conclude with one or more claims particularly pointing 
out and distinctly claiming the subject matter which the inventor or a joint inventor 
regards as his invention." 1 46 

According to Justice Ginsburg, writing for a unanimous Court in Nautilus, Inc.  
v. Biosig Instruments, Inc., patent law has had a definiteness requirement going 
back to the first Patent Act. 147 She observed that early patent practice focused on 
the specification, and the requirement of one or more claims described with particu
larity and distinctness was added in the Patent Act of 1870.148 This definiteness re
quirement persists to date' 49 and was at issue in Nautilus.'50 

Biosig Instruments151 was the assignee of a patent for a heart rate monitor that 
was to be used with an exercise apparatus, for an exercise procedure, or both.15 2 

Biosig alleged that it disclosed its patented technology to StairMaster Sports Medi
cal Products, Inc., which then, according to Biosig, sold exercise machines that used 
Biosig's patented technology without a license.' 5 3 Nautilus, under a different name, 
purchased StairMaster, which was bankrupt, in 2002.'"4 In 2004, Biosig sued Nau

140 Id. at 2119.  
141 Limelight, 134 S. Ct. at 2119.  
142 Id 

143 Id. at 2120.  
144 Id. The Court further declined Akamai's request to review precedent on direct infringement. Id.  

The Court stated that the Federal Circuit could review that matter on remand if it chose to. Id.  
145 Id.  

146 35 U.S.C. 112(b) (2013).  
147 Nautilus, Inc., v. Biosig Instruments, Inc., 134 S. Ct. 2120, 2124 (2014).  
148 Id. at2125.  

149 Id 
150 Id. at 2124.  
151 Biosig Instruments bills itself as innovators in fitness electronics and products. BIOSIG 

INSTRUMENTS INC., http://www.biosiginstruments.com/ (last visited November 3, 2014).  
152 U.S. Patent No. 5,337,753 (filed June 9, 1992).  
153 Nautilus, 134 S. Ct. at 2126.  
154 Direct Focus, Inc., Amended Current Report (Form 8-K/A) (April 24, 2002), available at 

http://investors.nautilusine.com/secfiling.cfm?filinglD=1072613-02-687.
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tilus for patent infringement.15 5 Nautilus filed a motion for summary judgment, 
seeking to hold the patent invalid for indefiniteness.156 The district court granted 
Nautilus's motion for summary judgment and Biosig appealed. 15 7 

The Federal Circuit reversed and remanded on the issue of whether the claims 
of Biosig's patent were invalid for indefiniteness. 158 According to the Federal Cir
cuit, a claim is indefinite "only when it is 'not amenable to construction' or 'insolu
bly ambiguous.'

1 59 

The Supreme Court granted certiorari and vacated and remanded. 16 0 The Court 

found that the Federal Circuit's standard for determining invalidity did not satisfy 
the Patent Act's definiteness requirement. 161 The Court observed that determination 
of definiteness is a delicate balance that must take into account the limitations of 
language, while being precise enough to give clear notice of what is claimed. 162 

Balancing the competing concerns, the Court noted that the statutory definiteness 

requirement is that a "patent's claims, viewed in light of the specification and pros
ecution history, inform those skilled in the art about the scope of the invention with 
reasonable certainty."163 

VII. Alice Corp. v. CLS Bank International 

"Whoever invents or discovers any new and useful process, machine, manufac
ture, or composition of matter, or any new and useful improvement thereof, may ob
tain a patent therefor, subject to the conditions and requirements of this title."16 4 

In Alice Corp. v. CLS Bank International, at issue was whether the claims were 

patent eligible subject matter.165I an Shepherd founded Alice Corporation in the 
early 1990's166 and assigned four U.S. patents to Alice Corporation. 167 All of the 
patents essentially had the same specifications, and the patents claimed computer

155 Nautilus, 134 S. Ct. at 2126.  
156 Id. at 2127.  

157 Biosig Instruments, Inc. v. Nautilus, Inc., 715 F.3d 891, 893 (Fed. Cir. 2013), cert. granted, 134 S.  
Ct. 896 (2014), and vacated, 134 S. Ct. 2120 (2014).  

158 Id. at 893.  
159 Id. at 898 (citing Datamize, LLC v. Plumtree Software, Inc., 417 F.3d 1342, 1347 (Fed. Cir. 2005), 

abrogated by Nautilus, Inc. v. Biosig Instruments, Inc., 134 S. Ct. 2120 (2014)).  
160 Nautilus, 134 S. Ct. at 2131.  
161 Id. at 2124.  
162 Id. at 2128-29.  
163 Id. at 2129.  
164 35 U.S.C. 101 (2012).  
165 134 S. Ct. 2347, 2352 (2014).  
166 About Us, ALICE CORPORATION, http://www.alicecorp.com/fsabout_us.html (last visited Novem

ber 3, 2014).  
167 CLS Bank Int'l v. Alice Corp., 768 F. Supp. 2d 221, 224 (D.D.C. 2011), rev'd, 685 F.3d 1341 

(Fed. Cir. 2012), reh'g en banc granted, opinion vacated, 484 F. App'x 559 (Fed. Cir. 2012), and 

aff'd, 717 F.3d 1269 (Fed. Cir. 2013), aff'd, 134 S. Ct. 2347 (2014). The four patents are U.S. Pa
tent Number 5,970,479, U.S. Patent Number 6,912,510, U.S. Patent Number 7,149,720, and U.S.  
Patent Number 7,725,375. Id.
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ized methods, computer-readable media, and systems to conduct financial transac
tions to mitigate settlement risk. 16 8 According to Alice Corporation, in 2000 it be
gan licensing its intellectual property, and in 2002, shortly after CLS Bank began 
operations, Alice Corporation approached CLS Bank to offer it a license. 16 9 CLS 
Bank operated a "global network that facilitates currency transactions."47 

In 2009, CLS Bank requested a summary judgment declaring that all of Alice 
Corporation's patent claims were invalid due to lack of patentable subject matter. 17 1 

Alice Corporation cross-moved for partial summary judgment, alleging that all 
claims were directed to patentable subject matter. 17 2 

The district court started its analysis by examining the statutory requirements 
for patentable subject matter,173 and gave the three exceptions to statutory subject 
matter given by the Supreme Court: (1) laws of nature, (2) physical phenomena, and 
(3) abstract ideas. 17 4 CLS Bank argued that Alice's claims were not patentable be
cause they were abstract ideas. 175 The district court agreed that the method 
claims 176 and the system claims17 7 were directed towards abstract ideas and so were 
not patent-eligible subject matter. 178 As a result, the district court granted CLS's 
motion for summary judgment.179 

A Federal Circuit panel heard the case on appeal. 18 0 CLS Bank's petition for a 
rehearing en banc was granted, and the panel's opinion was vacated. 181 On May 10, 
2013, a per curiam opinion of the Federal Circuit stated: 

168 CLS Bank Int'l v. Alice Corp., 717 F.3d 1269, 1284 (Fed. Cir.), cert. granted, 134 S. Ct. 734 
(2013), and aff'd, 134 S. Ct. 2347 (2014). Claims 33 and 34 of the '479 patent and all claims of 
the '510 patent concern methods. Id. at 1285. All claims of the '720 patent and claims 1-38 and 
42-47 of the '375 patents concern systems. Id. Claims 39-41 of the'375 patent concern comput
er-readable storage media. Id.  

169 About Us, ALICE CORPORATION, http://www.alicecorp.com/fsaboutus.html (last visited Novem
ber 3, 2014).  

170 Alice, 134 S. Ct. at 2349. CLS Bank, an American firm, "operates the largest multicurrency cash 
settlement system to mitigate settlement risk" in foreign exchange transactions. About Us, CLS, 
http://www.cls-group.com/About/Pages/default.aspx (last visited November 3, 2014).  

171 CLS Bank, 768 F. Supp. 2d at 228.  
172 Id 

173 Id. at 229.  
174 Id. at 230 (citing Bilski v. Kappos, 561 U.S. 593, 601 (2010)).  
175 Id. at 233.  
176 The method claims are claims 33 and 34 of the '479 patent and claims 1-75 of the '510 patent. Id.  

at 233.  
177 The system and product claims of the '720 and '375 patents are directed towards a machine or 

manufacture. CLS Bank, 768 F. Supp. 2d at 248.  
178 Id. at 255.  
179 Id 
180 CLS Bank Int'l v. Alice Corp., 484 F. App'x 559, 559 (Fed. Cir. 2012).  
181 Id. The vacated order was one of the first after Mayo Collaborative Servs. v. Prometheus Labs., 

Inc., 132 S. Ct. 1289 (2012). Joshua A. Kresh, Patent Eligibility After Mayo: How Did We Get 
Here and Where do We Go?, 22 FED. CIR. B.J. 521, 539 (2013).
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Upon consideration en banc, a majority of the court affirms the district court's holding that 
the asserted method and computer-readable media claims are not directed to eligible sub
ject matter under 35 U.S.C. 101. An equally divided court affirms the district court's 
holding that the asserted system claims are not directed to eligible subject matter under the 
statute.1 8 2 

The Federal Circuit's per curiam decision was followed by a fractured series of 

opinions by members of the en banc court.18 3 While no opinion garnered a majori
ty, Judge Lourie noted that 

seven of the ten members, a majority, of this en banc court have agreed that the method 
and computer-readable medium claims before us fail to recite patent-eligible subject mat
ter. In addition, eight judges, a majority, have concluded that the particular method, medi
um, and system claims at issue in this case should rise or fall together in the 101 analy

184 
sis.  

Writing for a five-member plurality, Judge Lourie, joined by Judges Dyk, 
Prost, Reyna, and Wallach, examined the statutory subject matter for patent eligibil
ity and stated that while it seems "deceptively simple," applying this subject matter 
to computer-related inventions and to other areas of technology "has long vexed this 
and other courts." 185 Examining the precedents used by the district court,186 as well 
as the Court's most recent guidance on patent eligibility, Mayo Collaborative Ser
vices v. Prometheus Laboratories, Inc., the first question was whether the patent 
claims were statutorily eligible for protection, and if so, whether there was a judicial 
exception to patent eligibility. 187 

Examining claim 33 of the '479 patent as representative of the method claims, 
the en banc court determined that the claim recited a process under the statute.188 

As such, the remaining question whether there was a judicial exception to eligibil
ity. 189 Judge Lourie and the plurality stated that "the claim lacks any express lan
guage to define the computer's participation." 190  "[S]imply appending generic 
computer functionality to lend speed or efficiency to the performance of an other
wise abstract concept" does not grant patent eligibility.191 Similarly, the computer
readable media claims and the system claims failed for the same reason. 19 2 Thus, 

182 CLS Bank Int'l v. Alice Corp., 717 F.3d 1269, 1273 (Fed. Cir. 2013) (en banc) (per curiam), cert.  
granted, 134 S. Ct. 734 (2013), and aff'd, 134 S. Ct. 2347 (2014).  

183 Id. This decision was called "the high point of confusion" on patent-eligible subject matter. Ste

ven W. Gutke, Recent Development: Recent Developments in the Patent-Eligibility of Software 

and Navigating the Uncertainty from a Patent Drafter's Perspective, 13 U. ILL. J.L. TECH. & PoL'Y 
423, 433 (2013).  

184 CLS Bank, 717 F.3d at 1273 n.1.  
185 Id. at 1276.  
186 Id. at 1297.  
187 Id. at 1282.  
188 Id. at 1285.  
189 Id.  

190 CLS Bank, 717 F.3d at 1286.  
191 Id.  
192 Id. at 1284.
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the plurality affirmed the district court's decision on all three groups of claims be
cause they were patent-ineligible abstract ideas. 19 3 

Chief Judge Rader dissented, joined in part by Judges Linn, Moore, and 
O'Malley.1 94 Chief Judge Rader and Judge Moore noted that they would affirm the 
district court's decision rendering the method and media claims patent ineligible.195 

However, Chief Judge Rader, joined by Judges Linn, Moore, and O'Malley, noted 
that they would reverse the district court's finding of patent ineligibility of the sys
tem claims. 196 Chief Judge Rader observed the split nature of the court as being 
evenly split on the system claims. 197 He further noted that although a majority of 
the judges agreed on the patent ineligibility of the method claims, "no majority of 
those judges agree[d] as to the legal rationale for that conclusion."1 9 8 Thus, nothing 
beyond the ruling was precedent setting. It is thus not surprising that the U.S. Su
preme Court granted certiorari. 199 

Chief Judge Rader started the analysis with the text of the patent statute,20 0 and 
stated that for the judicial exceptions, which were to be narrowly construed, 20 1 the 
claims as a whole must be considered. 202 While agreeing with Judge Lourie that the 
method claims were patent ineligible, Chief Judge Rader did so on different 
grounds, and all four dissenters held that the system claims were patent eligible. 20 3 

Judge Moore authored a dissenting in part opinion on the system claims, joined 
by Chief Judge Rader and Judges Linn and O'Malley.204 He respectfully stated that 
the plurality was incorrect about the system claims and turned a narrow judicial ex
ception into one with "staggering breadth." 205 When asked at oral argument by Jus
tice Sotomayor which opinion best fits Alice Corporation's position, Carter Phillips, 
counsel on behalf of Alice Corporation, stated that it was Judge Moore's.20 6 

Judge Newman concurred in part and dissented in part. 207 Judge Newman stat
ed that the en banc court tried to remedy inconsistent precedent but failed.208 Judge 

193 Id. at 1292.  
194 Id 

195 Id. at 1313.  
196 CLS Bank, 717 F.3d at 1313.  
197 Id.atl1336 n.1.  
198 Id 

199 Alice Corp. v. CLS Bank Int'l, 134 S. Ct. 2347 (2014).  
200 CLS Bank, 717 F.3d at 1294.  
201 Id. at 1303.  
202 Id. at 1298.  
203 Id at 1313.  
204 Id. at 1313 (Moore, J., dissenting in part).  
205 Id 

206 Transcript of Oral Argument at 21-22, Alice Corp. v. CLS Bank Int'l, 134 S. Ct. 2347 (2014) (No.  
13-298). Mark Perry, counsel for CLS Bank, stated that if the Supreme Court precedents of Bilski 
and Mayo stand, then Alice's patents must fail. Id. at 24.  

207 CLS Bank, 717 F.3d at 1321 (Newman, J., concurring in part and dissenting in part).  
208 Id
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Newman wanted the Federal Circuit to reaffirm three basic principles. 20 9 The first 

principle she put forth was that the patent statute gives an inclusive list of patentable 

subject matter.2 10 The second principle was that the form of the claim does not de

termine statutory patent eligibility.2 11 The third principle was that using patented 
information for study and experimentation are not barred. 212 

Finally, Chief Judge Rader gave additional reflections on his twenty-five years 

on the bench, holding to the credo that, when "all else fails, consult the statute!" 213 

On June 19, 2014, a unanimous Supreme Court cleared the muddied waters 

and affirmed the Federal Circuit.214 Writing for the majority, Justice Thomas stated 

that all claims were drawn to the abstract idea of a third-party intermediary comput

er entering settlements between two parties, thus managing risk.215 The Court de

termined that all the claims either expressly (the system and media claims) or by 

stipulation (the method claims) recited a computer,216 and "the mere recitation of a 

generic computer cannot transform a patent-ineligible abstract idea into a patent
eligible invention." 217 

Justice Thomas cited the 2012 precedent of Mayo Collaborative Services v.  

Prometheus Laboratories, Inc. for the principle that laws of nature, abstract ideas, 

and natural phenomena are not patentable. 218 Because patenting an invention that 

falls within these three categories could.preempt or thwart innovation, the Court 

emphasized the need to distinguish between patent claims which merely have the 

basic building blocks and those that turn the building blocks into something more, 

transforming those building blocks into patent-eligible subject matter. 21 9 The Court 

cited the Mayo framework: a court must determine if the claims are directed to

wards patent-ineligible subject matter, and if so, must search for an inventive con

cept that could transform the claims into patent-eligible subject matter.22 0 

Applying the framework and Bilski v. Kappos to the claims in question, the 

Court found that the claims were clearly directed to an abstract idea of having a 

third-party intermediary computer to mitigate settlement risk.22 1 The Court ob

served that using a clearinghouse is a fundamental and long-standing business prac

209 Id. at 1322.  
210 Id.  
211 Id.  

212 Id.  
213 CLS Bank, 717 F.3d at 1335 (Rader, C.J., additional reflections).  
214 Alice Corp. v. CLS Bank Int'l, 134 S. Ct. 2347, 2360 (2014).  
215 Id. at 2356.  
216 Id. at 2353.  
217 Id. at 2358.  
218 Id. at 2354 (quoting Mayo Collaborative Servs. v. Prometheus Labs., Inc., 132 S. Ct. 1289, 1296

97 (2012)).  
219 Id. (quoting Mayo, 132 S. Ct. at 1303).  
220 Alice, 134 S. Ct. at 2355 (citing Mayo, 132 S. Ct. at 1296-98).  
221 Id. at 2356.
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tice to manage risk and thus was a patent-ineligible abstract idea.22 2 Applying the 
second step of the Mayo test, to determine if there was any inventive concept to 
transform the claimed abstract idea into patent-eligible subject matter, the Court 
concluded for all claims that there was nothing of substance added to the underlying 
abstract idea.223 Thus, all claims were patent ineligible.22 4 The relevant question, 
according to the Court, is whether the claims "do more than simply instruct the 
practitioner to implement the abstract idea of intermediated settlement on a generic 
computer."2 25 Since they did not, the Court affirmed the Federal Circuit's deci
sion.226 

Justice Sotomayor, joined by Justices Ginsburg and Breyer, concurred stating 
that any claim that is a method of doing business is not a process under the Patent 
Act.227 They further stated that the method claims at issue were drawn to an ab
stract idea. 228 

At the time of this writing, on June 25, 2014, the U.S. Patent and Trademark 
Office issued a Memorandum of Preliminary Instructions, which applies the Mayo 
framework, post-Alice, to all categories of statutory patentable subject matter and to 
all types of judicial exceptions. 229 

VIII. Conclusion 

The Supreme Court in the 2013-14 term decided a historic number of patent 
appeals. 230 The Court, while divided on other issues in the 2013-14 term, stood 
unanimously on six patent cases, only affirming the Court of Appeals once in Alice.  
The Court thus reined in the Federal Circuit during this term.  

In Medtronic, the Court held that the patentee bears the burden of persuasion 
for non-infringement. 2 3 1 In Limelight, the Court held that there can be no indirect 
infringement without direct infringement. 232 In Nautilus, the Court held that the 
standard for indefiniteness is if the claims, read in light of the specification and 
prosecution history, fail to inform those skilled in the art with reasonable certain
ty.2 33 

222 Id 

223 Id. at 2357-60.  
224 Id 

225 Id. at 2359.  
226 Alice, 134 S. Ct. at 2360.  
227 Id 

228 Id 

229 Memorandum from the U.S. Patent and Trademark Office to the Patent Examining Corps (June 25, 
2014), available at http://www.uspto.gov/patents/announce/alice_pec_25jun2o14.pdf 

230 Ashby Jones, Critics Fault Court's Grip on Appeals for Patents, WALL ST. J., July 6, 2014, 
http://online.wsj.com/articles/critics-fault-courts-grip-on-appeals-for-patents-1404688219.  

231 Medtronic, Inc. v. Mirowski Family Ventures, LLC, 134 S. Ct. 843, 846 (2014).  
232 Limelight Networks, Inc. v. Akamai Techs. Inc., 134 S. Ct. 2111, 2117 (2014).  
233 Nautilus, Inc., v. Biosig Instruments, Inc., 134 S. Ct. 2120, 2129 (2014).
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The year 2014 was not a good year for patent assertion entities, sometimes de
rogatively called patent trolls, at the Supreme Court. Because of Octane Fitness 
and Highmark, attorney's fees are now easier to recover in patent infringement 
suits. Further, in Alice, the Court held that "mere recitation of a generic computer 
cannot transform a patent-ineligible abstract idea into a patent-eligible invention."234 

Patent assertion entities must now bear the risk that if their claims are patent
ineligible abstract ideas, they may be responsible for the other party's attorney's 
fees. This raises the risk of patent assertions.  

In this author's opinion, the Court unanimously sent a clear message in the ar
ea of patent law in the 2013-14 term, striking a balance in this complex area of law 
to promote the progress of science and useful arts.

234 Alice Corp. v. CLS Bank Int'l, 134 S. Ct. 2347, 2358 (2014).
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