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Challenges to U.S. Patents : What You Need to Know
About Inter Partes Review Practice in the United
States Patent Trial and Appeal Board

ALSTON & BIRD, LLP
Partner, Co-Leader of Intellectual Property Litigation Group Bruce J. Rose
Senior Associate Hidetada James Abe

I INTRODUCTION

In the last four years, patent litigation in the United States has undergone a sea
change resulting from new proceedings established in the U.S. Patent Trial and Appeal
Board (PTAB), namely inter partes review (IPR) proceedings'. Those proceedings were
established by the America Invents Act (AIA) that was enacted by the U.S. Congress and
signed into law by President Obama in September 2011. This article describes what led
to these proceedings, how they work, what their effect has been, and what the future holds

for them.

1L THE U.S. PATENT SYSTEM WAS CONSIDERED BROKEN

The enactment of the AIA was the culmination of more than six years of efforts
in the U.S. Congress fueled by several sets of interested U.S. and worldwide businesses
and inventor groups. The efforts began largely after reports by the U.S. Federal Trade
Commission in 2003 and by the National Academy of Sciences in 2004 that were sharply
critical of the U.S. patent system, leading some to conclude that the U.S. patent system
was “broken,” resulting in the issuance of many “bad patents” that weren’t worthy of pat-
ent protection. That in turn resulted in numerous expensive, and sometimes frivolous,
lawsuits, ultimately harming competition and innovation.

The lobbying efforts in Congress focused on many aspects of U.S. patent prac-

tice, including harmonizing U.S. patent practice with worldwide practice, limiting dam-

1 The new procedures in the PTAB include Inter Partes Review (IPR), Post Grant Review (PGR), and Covered
Business Method Patent Review (CBM). Because approximately 92% of the proceedings initiated at the PTAB
have been IPR proceedings, this article focusses on IPR proceedings, although much about PGR and CBM proceed-
ings are similar to those described for IPRs in this article.
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ages available in infringement actions, limiting the locations where patent infringement
actions could be brought, and providing new procedures for challenging the validity of
issued patents. When first enacted, most of the attention toward the AIA was directed to
converting the U.S. system to a “first-to-file” system (as is the case in most countries)
rather than a “first-to-invent” system. However, the attention quickly and dramatically
shifted to the new procedures in the PTAB for challenging patent validity.

Almost every patent infringement litigation in the U.S. includes an assertion by
the accused infringer that the asserted patent is invalid. Under U.S. patent law, patents
are presumed to be valid, and the patent challenger has to prove invalidity of the patent
by a relatively high burden of proof known as “clear and convincing evidence.” Such
challenges can also last for several years. Most patent cases take upwards of three years
to get to trial in federal court, sometimes many more years than that. And the accused
infringer will generally need to engage in extensive discovery during that time, which can
be very expensive and burdensome. The AIA introduced procedures designed as an alter-
native to federal court challenges to patent validity.

1II. MECHANICS OF IPR PROCEDURES — HOW DOES IT WORK?

In contrast to federal court proceedings, the procedures put in place for IPR
proceedings provide the patent challenger with a lower burden of proof, known as “pre-
ponderance of the evidence.” Also, importantly, the laws creating IPRs provide very strict
time deadlines for completing the proceedings. Below is a timeline showing the key
deadlines to be followed in an IPR proceeding :
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The procedure includes the filing of an initial petition by the patent challenger
and an optional preliminary response by the patent owner. The statute requires that the
PTAB make a decision whether to start (institute) the proceeding within six months of the
filing of the petition. Assuming that the PTAB institutes the review proceeding, that is
followed by discovery, including depositions of witnesses who have submitted declara-
tions in the proceeding, submissions of written arguments by the parties, and an oral argu-
ment before a panel of three PTAB judges. The scope of discovery is limited compared
with infringement litigation in federal court, so the cost of discovery is relatively low.
Lastly, and importantly, the law requires that the PTAB must issue its final decision on
patent validity within one year of the date the PTAB decided to institute the IPR.

V. THE DAWN BREAKS ON IPR PRACTICE

After the creation of IPR proceedings in the PTAB, patent challengers were
relatively slow to explore this new venue for challenging patent validity. That may be
because of what appeared to be very daunting estoppel rules for challengers who tried but
failed to invalidate a patent through IPR. According to the new laws, a party who chal-
lenges a patent in an IPR, but gets a final ruling that the patent is not invalid, is prevented
from later challenging the patent’s validity on any grounds that it raised, or could have
raised, in the IPR. Accordingly, potential challengers, accustomed to the previous reex-
amination practice in the Patent Office where patent claims routinely survived reexamina-
tion, were concerned that if they filed an IPR petition they might lose the challenge and
lose their ability to challenge patent validity during concurrent or subsequent litigation.

However, several aspects of IPRs have led patent challengers to view IPR pro-
ceedings as a preferred path for challenging patent validity. In addition to the statutory
deadline for completing the challenge and the lower burden of proving invalidity, the
judges deciding the validity issue are highly qualified. All are registered patent practitio-
ners, have highly technical backgrounds, and have many years of patent practice com-
pared with federal court judges who hear cases involving all subject matters, not just

patent matters, and juries made up of members of the general public.

V. RESULT STATISTICS LEAD TO INCREASED IPR FILINGS
As a result of these advantages, when the PTAB first started issuing final deci-
sions in early 2014, practitioners began seeing that IPR was a very viable path to chal-
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lenge patent validity in a faster, less expensive, and more successful forum than in federal

court litigation. This led to a spike in IPR filings in early 2014, as seen in the chart
below, and those filings have continued.
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The early statistics showed astonishing “kill rates” with the PTAB instituting
IPR about 71% of the time in 201415, and once instituted, canceling all patent claims
about 69% of the time. This led to the former chief judge of the U.S. Federal Circuit (the
court that oversees all patent-related appeals) to refer to the PTAB judges as patent “death
squads.” The actual kill rate may be even higher given that, particularly for cases with
strong invalidity arguments, the parties could reach a settlement before the PTAB has a
chance to decide whether to institute the IPR or before rendering a final decision. With
the high kill rates with the PTAB, patent challengers continued to file IPRs. In 2014,
there were about 1,500 IPR petitions filed. In 2015-2016, the numbers remained high
with about 1,650 IPR petitions filed per year. In 2017, the PTAB is on pace to have about
1,900 IPR petitions filed.
Although the kill rates have lowered in recent years—in 2016 and so far in 2017
the PTAB has instituted IPR about 65% of the time, and once instituted, canceled all pat-
ent claims about 64% of the time—the number of IPR challenges is likely to remain high.

That is because the invalidation rate is still relatively high compared to federal court chal-
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lenges, where patent holders have been reported to succeed in about 70—77% of cases that
go through trial>. This means that in 70-77% of cases, at least one asserted claim sur-
vives invalidity challenges, which is a significant difference compared to IPRs where it is

far more likely for the PTAB to invalidate challenged claims.

VL WHAT IS ON THE IPR HORIZON?

Looking forward, there are some key issues being addressed by the courts that
may affect the filing of IPR petitions, including the scope of IPR estoppel and whether
IPR proceedings are even permitted under the U.S. Constitution.

a. Scope of Estoppel

As discussed above, the statute that created IPR proceedings provided that a
petitioner who gets a final ruling that the challenged patent is not invalid is then estopped
(or prevented) from later challenging that patent’s validity on any grounds that the peti-
tioner raised or “reasonably could have raised” during the IPR. Patent practitioners ini-
tially had concerns that if the patent survived IPR, then they would have no ability to
challenge patent invalidity in litigation proceedings based on any written prior art refer-
ences they could find. However, some recent cases suggest that this estoppel requirement
is not so strict.

A recent ruling by the Federal Circuit suggests, but does not expressly hold,
that the estoppel requirement should apply only to prior art references on which the PTAB
instituted an IPR proceeding. The lower district courts have applied varying interpreta-
tions of that Federal Circuit case. Some courts have limited the estoppel to just those
prior art references that were the subject of the instituted IPR. Other courts have contin-
ued to conclude that the estoppel applies to any prior art reference a skilled searcher con-
ducting a diligent search reasonably would have discovered. Still other courts have taken
a “middle ground” approach that applies the broader estoppel, but nonetheless limit the
estoppel so as not to apply to prior art references that were included in the petitioner’s
petition, but on which the PTAB did not institute the IPR.

Given the different interpretations of the scope of IPR estoppel, we expect that
sometime soon the Federal Circuit may give some clarity to that issue. If it concludes
that the scope of estoppel is narrow, that could lead to the filing of even more IPRs since

2 See PricewaterhouseCoopers, 2017 Patent Litigation Study at 15.
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there would be less downside risk to them.

b. Constitutionality

Perhaps the biggest case on the horizon that could affect IPR proceedings is Oil
States Energy v. Greene's Energy, a case that is pending before the U.S. Supreme Court.
In order to bring a case before the U.S. Supreme Court, one must get permission from the
Supreme Court to do so. This is called seeking a writ of certiorari.

Since the enactment of the AIA, and the beginning of IPR proceedings, several
parties have sought to challenge whether IPR proceedings are permitted under the U.S.
Constitution. At least three separate times parties have petitioned the Supreme Court for
a writ of certiorari to challenge whether IPR proceedings are permitted under the U.S.
Constitution. Each time, those petitions were denied by the Supreme Court. In June this
year, however, the Supreme Court finally did grant the petition for certiorari in the Oil
States Energy case.

The challenge is based on the argument that a patent constitutes a personal
property right of the patent’s owner, rather than a public right. Under the U.S. Constitu-
tion, a person cannot be deprived of a personal property right without due process, includ-
ing the right to a trial in a U.S. district court. Personal property rights cannot be taken
away by a governmental agency. In the Oil States Energy case, the patent owner is argu-
ing that a patent, which grants its owner the right to exclude others from practicing its
invention, is a personal property right much like other personal property rights that grant
the owner the right to exclude others from using their property, such as land owners for
example. The patent challenger and the Patent Office have argued that a patent creates a
public property right, not a personal property right.

The Supreme Court has ordered the parties to file their briefs setting out their
legal arguments later this year, with the final brief due in November 2017. After that, the
hearing on the case is expected to take place in early 2018, and a decision is expected by
mid-year in 2018. If the patent owner is successful in this case, that would cause an
abrupt end to IPR proceedings, which can cause great disruption to pending cases and
confusion with patents that were previously ruled invalid by the PTAB. If the patent chal-
lenger is successful, there will be IPR business as usual at the PTAB. In the meantime,
however, patent challengers continue to file IPR petitions at an increasing rate, and unless
the Supreme Court rules otherwise, they can be expected to continue doing so.



