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n June 12, 2017, the United

States Supreme Court granted

certiorari in Ot/ States Energy

Services, LLC v. Greene’s Energy

Group, LLC, No. 16-712 (S.
Ct.), a case involving a challenge to
the constitutionality of the Patent
Trial and Appeal Board (PTAB), an
administrative adjudicatory body
of the U.S. Patent and Trademark
Office (PTO). This was largely un-
expected. Were the Supreme Court
to rule that the PTAB is unconstitu-
tional, the outcome would not only
be a surprise—it would have a mas-
sive impact on how patent disputes
are currently litigated in the United
States and would thwart Congres-
sional efforts to shift patent validity
disputes from the federal courts to
the PTO.

Why the PTAB has experienced
such popularity

Since Congress created the PTAB
in the America Invents Act in 2012,
patent practitioners nationwide have
become accustomed to litigating
patent invalidity claims in post-grant
adversarial review proceedings ad-
judicated before the PTAB.! These
proceedings permit a party to chal-
lenge the validity of an issued patent
before a panel of PTO administrative
judges, instead of engaging in pro-
tracted patent litigation before a jury
in federal court. Over the past five
years, parties have been wildly suc-
cessful at invalidating patents before
the PTAB: PTO statistics indicate
that, from September 2012 through
July 2017, in cases where the PTAB
has instituted review proceedings
in response to a petition, the patent
challenger has succeeded in having
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all of the challenged patent claims
deemed unpatentable 65% of the
time, and at least some of the chal-
lenged claims have been invalidated
8290 of the time.?> Such statistics led
the former Chief Judge of the Fed-
eral Circuit to characterize the PTAB
as being a patent “death squad™

Beyond such statistical consider-
ations, the PTAB provides many oth-
er advantages to the patent challeng-
er. The cost benefits are significant,
for example. AIPLA, which con-
ducts a national economic survey of
U.S. patent practitioners every two
years, currently estimates that PGR
proceedings on average cost from
$350,000 to $450,000 through any
appeal, whereas patent litigation in
federal court is estimated to cost be-
tween $1 and $1.5 million through
any appeal for matter in which $1
to $10 million are at stake.* (When
more is at stake—as is often the case
in patent disputes—court costs can
escalate even further.)

The speed of PTAB proceedings
is another benefit to litigants. A final

Over the past five years,
parties have been wildly
successful at invalidating patents
before the PTAB.

written decision is ordinarily issued
by the PTAB within 12 months of in-
stitution of the PTAB proceedings.’
In contrast, the average time to trial
in the U.S. District Court for the
District of Delaware—a popular pat-
ent litigation venue that has what is
considered to be a relatively speedy
docket—is reported to have had a
median time-to-trial of 2.1 vyears
from 1997 to 2016.° And in court,
a defendant must face infringement
and damages claims. In a PTAB trial,
only the patent holder faces risk.



Furthermore, in district court liti-
gation, an issued patent is presumed
to be valid,” and a patent challenger
is obligated to prove the invalidity
of a patent by clear and convincing
evidence.! In the PTAB, however, a
patent challenger need only prove
invalidity by a preponderance of the
evidence,” and the PTAB must give
the patent under review the “broad-
est reasonable interpretation;” which
increases the likelihood that the
patent will be brought into conflict
with the prior art.'® Such factors
help explain the popularity of the
PTAB forum.

The PTAB’s constitutionality
was rarely questioned

Prior to the Supreme Court’s
grant of certiorari in Ozl States, the
constitutionality of the PTAB had
rarely been questioned. After all, the
Constitution grants Congress the
power to “promote the progress of
science and useful arts, by securing
for limited times to ... inventors the
exclusive right to their . . . discover-
ies”"" And if Congress and the PTO
are empowered to giveth a patent,
surely they possess the concomitant
power to taketh away? Indeed, pat-
ent reexamination procedures of
varying kinds had been used at the
PTO for many years with little fan-
fare, and the Federal Circuit had re-
jected constitutional challenges to
such procedures on multiple occa-
sions.'?

For example, in MCM Portfolio
LLC v. Hewlett-Packard Co., 812 F.3d
1284 (Fed. Cir. 2015), after the PTAB
had invalidated four patent claims
at HP’s request, the patentee MCM
argued that IPR proceedings were
unconstitutional because, it argued,
actions to revoke a patent must be
adjudicated by an Article III court
and that there must be a trial by
jury.® The Federal Circuit rejected
these arguments.™

Although the result in MCM was
not unexpected in the intellectual
property community, however, it
arguably was inconsistent with the
Federal Circuit’s prior holding in I
re Lockwood, 50 F3d 966 (Fed. Cir.
1995), in which the Federal Circuit
had held that the patentee was en-
titled to a jury trial under the Sev-
enth Amendment where the sole
remaining claim was the defendant’s
declaratory judgment counterclaim
for invalidity.” The Federal Circuit
in Lockwood held that “[u]nder both
English and American practice .. . it
was the patentee who decided in the

In Lockwood, the Federal Circuit
in MCM held that patents are
“public rights,” not “private rights,”
and thus agency adjudication of
patent invalidity by the PTAB is
not impermissible.”!

first instance whether a jury trial on
the factual questions relating to va-
lidity would be compelled” and that
it could not “consistent with the Sev-
enth Amendment, deny Lockwood
that same choice merely because the
validity of his patents comes before
the court in a declaratory judgment
action for invalidity rather than as a
defense in an infringement suit?'®
The MCM court brushed Lockwood
aside in a footnote, without any sub-
stantive discussion."”

Complicating the issue further,
the underlying rationale for the Fed-
eral Circuit’s decision in MCM was
somewhat enigmatic. To uphold the
PTAB system, the Federal Circuit re-
lied upon something called the pub-

lic rights doctrine, which attempts
to draw a distinction between so-
called “private rights” and “public
rights?'® Under this doctrine, courts
have recognized Congress’s power to
delegate the adjudication of disputes
over “public rights”—rights flowing
from and integrated into a federal
regulatory scheme—to non-Article
III administrative bodies.”  Not-
withstanding the fact that “patents
shall have the attributes of personal
property” under the federal pat-
ent laws,” and notwithstanding its
prior decision in Lockwood, the Fed-
eral Circuit in MCM held that pat-
ents are “public rights)” not “private
rights)” and thus agency adjudication
of patent invalidity by the PTAB is
not impermissible.”!

As questions have continued to
be raised over the size and scope of
the modern administrative bureau-
cracy in Washington, D.C., however,
so too has criticism been levelled
against the rationale underlying the
public rights doctrine, which has
been denounced as an amorphous
and ill-reasoned violation of the sep-
aration of powers and the Seventh
Amendment right to a jury trial.*
More broadly, such concerns echo in
many respects Justice Gorsuch’s crit-
icisms of Chevron deference, which
have struck a chord with those who
doubt the wisdom (let alone the con-
stitutionality) of transferring power
from the Article III judiciary to the
executive branch, growing the ad-
ministrative state and diminishing
the separation of powers.” By rely-
ing on the public rights doctrine,
the Federal Circuit may have inad-
vertently dragged the otherwise ob-
scure PTAB into this wider public
debate.

The Supreme Court takes up the con-
stitutionality of the PTAB in Oil States

The petitioner in Ot/ States wisely
attempted to tap into these anti-
bureaucratic sentiments, arguing
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that “as the administrative state ex-
pands and non-Article III tribunals
adjudicate more disputes . . . there
must be vigilance in protecting Ar-
ticle III jurisdiction”* Similarly, it
argued that the PTAB scheme “takes
a patent infringement claim out
of the jury’s hands and entrusts it
to bureaucrats” In the Supreme
Court—which in recent years has
been focused on preserving histori-
cal notions of the separation of pow-
ers—the petitioner may have found
a sympathetic listener. For example,
in Markman v. Westview Instruments,
Inc.,517 U.S. 370,377 (1996), the Su-
preme Court stated that “there is no
dispute that [patent] infringement
cases today must be tried to a jury,
as their predecessors were more than
two centuries ago.

Much earlier, in McCormick Har-
vesting Machine Co. v. Aultman, 169
U.S. 606 (1897)—a case that will be
central to the Oil States debate—the
Supreme Court had addressed the
specific question of whether the
PTO could determine that previous-
ly-allowed claims in an issued patent
were, in fact, unpatentable in the
context of reissue proceedings. The
Supreme Court held that it could
not. The Court held that a patent,
once issued, “has become the proper-
ty of the patentee, and as such is en-
titled to the same legal protection as
other property” and that “[t]he only
authority competent to set a patent
aside, or to annul it, or to correct it
for any reason whatever, is vested in
the courts of the United States, and
not in the department which issued
the patent”*

Briefing in Oil States will not
be complete until late November
2017, under the current schedule.
But, although it may be surprising
to practitioners at first blush—even
practitioners steeped in intellectual
property law—the constitutional ar-
guments being pressed in Ozl States
are no mere “Hail Mary” Rather, the
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issues involved are deep and com-
plex, implicating the heart of our
constitutional system and the sepa-
ration of powers, and moving well
beyond the statutory wrangling that
one typically sees in federal intellec-
tual property cases. That much is
readily apparent.

Conclusion

If the Supreme Court were to
hold that the PTAB and its associ-
ated post-grant review proceedings
are unconstitutional, it would de-
stroy an integral pillar of the Amer-
ica Invents Act and its associated
systemic patent reforms and would
be a shocking and dramatic result.
Over the past five years, multitudes
of questionable patents have been
eliminated through PTAB proceed-
ings in relatively quick fashion, be-
fore savvy trial lawyers could assert
the patents in patent infringement
jury trials. PTO statistics show that
over a thousand PTAB petitions are
instituted each year, and hundreds
of PTAB proceedings are currently
pending.” In a sense, were the PTAB
to be struck down, patent practitio-
ners would be placed back in time to
pre-AIA days, when defendants’ op-

The constitutional arguments
being pressed in Oil States are
no mere “Hail Mary.” Rather, the
issues involved are deep and
complex, implicating the heart of
our constitutional system and the
separation of powers.

tions were far more limited and pat-
entees held a majority of the cards.
This would represent a radical sea
change and would result in substan-
tial chaos, at least in the short term.

In the longer term, were the
PTAB to be eliminated on consti-
tutional grounds, there is no doubt
that legislative solutions could be
devised that pass constitutional mus-
ter. For example, Congress could
expand the ability of third parties
to intervene in pending patent ap-
plications to advise the PTO of prior
art and explain why a patent should
not be issued,?® thus in effect creat-
ing a pre-issuance “PTAB-like” ad-
versarial proceeding similar to trade-



mark opposition proceedings.”’ No
doubt there are many other avenues
to address substantive patent prob-
lems without running afoul of the
U.S. Constitution. Patent practitio-
ners will be keeping a watchful eye
on the Supreme Court’s Oil States
docket over the coming months to
see whether further reforms will be
needed.
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