The Pursuit of
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In the end, these myriad approaches
to bringing counterfeiters and their
abettors to justice create confusion
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and inconsistency. Despite the United
with which that control can be exerStates’ strong statutory stance in favor
cised, and which affirmative steps have
of aggressively punishing counterfeitbeen taken to exercise that control.29
ers, the offenders have become hardSome courts, particularly in the United
er to find and almost impossible to
States, hesitate to interfere with online
punish. Consequently, counterfeiting
marketplaces because of their contri— the worst and most flagrant form of
butions to the economy. They leave
trademark infringement —
the onus on the trademark
increases exponentially each
owners to police their marks Despite the United
States’ strong statutory year.
against counterfeiters.30
Even more troubling
stance in favor of
Others, by contrast, are
is
that
lawmakers do not
disappointed with the Inter- aggressively punishing
understand where solutions
net’s contribution to an on- counterfeiters, the
lie to combat counterfeiting
line marketplace filled with offenders have become
and piracy in the modern
harder to find and
pirated products.31 These
digital age. Previous legisalmost impossible to
courts maintain that an
lative efforts tried to entrap
punish.
ISP’s failure to implement
the entire Internet, threateneffective anti-counterfeiting
ing the public with censormeasures is tantamount to encourship, loss of due process, compromised
aging such activity and to allowing
Internet security and worse.33 Perhaps
the counterfeiters to profit from their
due to these inefficacies in the legal reinfringement of the rights of genuine
gime against counterfeiters, trademark
brand owners.32

owners continue to turn to various
forms of self-help, most prominently
cease-and-desist letters and takedown
notices of trademark-infringing content. If data from the copyright realm
is any indication, however, these methods offer little in the way of permanent
rectification against counterfeiters and
are only as effective as the ISPs that
process them.34
Thus far, the world remains bleak
for trademark owners. Is there hope for
a genuine solution on the horizon to
the counterfeiting epidemic, or will the
next proposal to combat counterfeiting
be another fake?✦
See endnotes on page 10.
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Inter Partes Review: Three Years Later
and the Difference Is?
By Anthony S. Volpe, Dionne D. Heard and Steven M. Landolfi

P

resident Obama signed the
Leahy-Smith America Invents
Act (AIA), the complex overhaul
of the patent system, into law on Sept.
16, 2011. A year later, a suite of postgrant proceedings went into effect.
They provided new streamlined and expedited processes for challenging issued
patents. These proceedings included
Inter Partes Review (IPR), Post-Grant
Review (PGR) and a transitional review
program for covered business methods
(CBM). Of the three new procedures,
the IPR seems to have had the most
significant effect on the legal landscape.

As of September 2015, there were more
than 3,500 IPR petitions filed representing approximately 90% of the total
filings.1
Congress envisioned that the IPR
would be a quicker and more efficient
way to combat “unwarranted litigation
costs and inconsistent damage awards”
by providing an alternative route to defending against patent infringement.2
To this end, Congress created the
Patent Trial and Appeals Board (PTAB)
and assigned it the task of overseeing
the IPRs. The PTAB decides whether
to institute an IPR based on “prior art

consisting of patents or printed publications,” and its review is limited to
claims that could be raised under §102
or §103.3.
The current consensus appears to be
that IPRs are a more efficient and favorable route for an accused or potential infringer to defend against claims
Continued on page 5
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(or potential claims) of patent infringement. A party accused of infringement
can file an IPR petition, assuming that
it has the necessary prior art, as an
alternative to a declaratory judgment
complaint in an attempt to convince
the PTAB to cancel all or some of the
patent claims. One immediate procedural advantage is that the claims
do not benefit from a presumption
of validity in an IPR. The claims are
construed under the “broadest reasonable interpretation” standard and the
petitioner does not have to meet the
clear and convincing standard applied
in litigation.4 Additionally, the IPR
process is likely to be much shorter in
duration than a declaratory judgment
action. If instituted, the IPR is about a
12-18 month process.5 The IPR process
is also streamlined through limited
discovery and testimony. Since there is
no vehicle for damages, the process is
focused only on patentability.
The creation of the IPR procedure
was driven in no small part by what
was seen as a way to slow the rise of the
non-practicing entity (NPE), and the
perceived surplus of litigation caused
by NPEs asserting patents. The definition of an NPE is itself a complicated
topic. For this discussion, an NPE is an
entity, such as a company, university or
individual, which is enforcing a patent
that it is not actively commercializing
through the sale of a protected product. In many cases, the asserted patent
is a purchased right and the NPE merely agglomerates patents without ever
developing the technology or employing it in a product.
Recent statistics published by the
USPTO support the conclusion that
the implementation of the IPR has
been successful for defendants. Even
including instances in which the IPR
was dismissed or the case was settled,

the PTAB has instituted a trial regarding at least one claim in 48% of IPR
petitions. All instituted claims were
found to be unpatentable in 72% of
the cases that reached a final written
decision. Only 8% of final written
decisions have resulted in no instituted
claims being found to be unpatentable.6
These figures provide some insight into
what has been the fate of NPE-owned
patents. According to one recent article,
IPRs challenging NPE-owned patents
appear more likely to be instituted and,
on average, are instituted for a larger
number of challenged claims.7
Based on these statistics, one can
reasonably argue that IPRs have had a
positive effect on the patent system and
are helping to rein in NPEs. They are
providing an opportunity for defendants to combat NPE allegations of
patent infringement without lengthy
litigation proceedings and at a lower
cost. NPE patents are being centrally
reviewed while trials against many
defendants are stayed.
A question remains, however,
regarding whether a negative effect on
NPEs is a positive effect in general.
Although many view NPEs broadly
and paint all non-practicing entities
as trolls, this view fails to consider
the positive effects that some entities,
like university research entities and
teaching hospitals, can receive from
enforcement to provide funding for
additional research. With respect to
those NPEs who purchase patents with
an eye toward enforcement, they are
more likely to have done due diligence
to justify their investment and the likelihood of receiving a reasonable return
on the investment. If this is the case,
the NPE investment vindicates the
initial research venture, confirms that
the resulting technology has value, and
provides additional funding. Accordingly, the purchasing NPE provides
a market for patent rights that foster

research by entities that never intended
to commercialize the invention. Thus,
NPEs create opportunities (perhaps
the only opportunities) for non-manufacturing patentees to monetize their
patents. These factors indicate that
the IPR process should not be judged
exclusively on its effect on NPEs.
Additional questions spring from
whether the IPR statistics actually
indicate a negative effect on NPEs. In
some cases, the NPE fully expects the
assertion of a patent to result in an
almost knee-jerk reaction to filing an
IPR. However, this knee-jerk reaction
may actually benefit the NPE. For one,
the IPR may provide the best prior art
against the asserted patents and a successful defense of the patent(s) in the
IPR can strengthen the patents market
position while also establishing an estoppel against assertion of the same art
in litigation. While the limitations on
prior art available in an IPR may mean
that the patent challenger can supplement the matter in court and overcome
the estoppel, the estoppel remains a
strong negotiating point for the NPE
in licensing talks.
Another consequence of the IPR
may benefit the NPE. Since many NPEs
engage contingent fee counsel, the
prospect of having an early read on the
potential prior art and the patentability
of the patent can be attractive to counsel
considering taking the contingent case.
The limited nature of the IPR means
less resources are spent on getting the
PTAB’s view of the patent and there is
the possibility of an improved licensing
position. Contingent fee counsel also
benefits from secondary “knee-jerk”
reaction by the petitioner requesting a
stay, which limits the litigation effort
for the NPE and contingent fee counsel.
Thus, it is not clear that the targeted
NPEs have been as severely impacted as
originally expected.
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Even outside of the NPE realm, it
is difficult to assess the benefits of the
IPR because the AIA is a multifaceted law with many interwoven and
competing factors that are influencing
the resulting practices and outcomes.
Further, some issues may have been
unforeseeable at the time the AIA was
contemplated. For example, some
IPRs, usually related to pharmaceutical
patents, have been filed as a way to
influence stock prices and benefit from
short selling tactics.8 It is also difficult
to predict the effect that the law will
continue have in the future, especially
given that there have been recent decisions (e.g., regarding subject matter eligibility9 and the standard for awarding
attorney’s fees to a prevailing party10)
that are also contributing major change
to the legal landscape.
Some are calling for further changes
to the law. There have been proposals
that would require fee shifting to further protect defendants from unwarranted costs.11 This same proposed law
would allow the USPTO to change the
IPR’s “broadest reasonable interpretation” standard to match the narrower

interpretation used by district courts,
thus benefitting patent owners. Thus,
no party appears to be fully satisfied
with the current state of the law.
At this point, further changes
may be premature. Only a handful of
appeals of IPR final written decisions
have been decided by the Federal Circuit. A PTAB IPR decision was overturned for the first time only months
ago. In Microsoft Corp. v. Proxyconn,
Inc.,12 the Federal Circuit decided that
while the PTAB is to use the “broadest
reasonable interpretation standard,” its
interpretation cannot be “unreasonably
broad.” Future decisions will continue
to shape the outcome of the AIA and
the IPR.
Although the AIA is relatively new,
it is clear that it has changed patent
enforcement. However, it clearly is
not the single driving force altering
patents or combating misuse of the
patent system. There are likely to be
more changes in the patent laws and
the interpreting case law. Keeping all
of the competing factors in sight while
allowing the law to take shape may be
the best way to ensure that the changes
made a positive difference. ✦
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