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1. Introduction
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USPTO Post Grant Proceedings

« Post grant proceedings are used to challenge issued patents before the
U.S. Patent and Trademark Office instead of District Court
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Changes under America Invents Act

« AlA leaves Ex Parte Reexamination in place but replaced Inter Partes
Reexamination with Inter Partes Review

* Introduces Post-Grant Review

* Most rules went into effect on September 16, 2012

« AlAintroduced proceedings conducted by the Patent Trial and Appeal
Board (formerly the Board of Patent Appeals and Interferences)
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Types of Post-Grant Proceedings

Post Grant Proceedings include:
e ExParte Reexamination (Reexam)

e Post-grant review (PGR)

Post-grant review for covered business method patents (CBM)
e Inter partes review (IPR)

e Derivation Proceedings
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2. Post-Grant Review
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Post-Grant Review

e Participation by both third party requestor and patent owner

« Applicable to any patent which issued from an original application filed in
the U.S. on or after March 16, 2013

— Likely not to start until at least 2015 (none filed to date)
e Grounds: Broad, including § 101, 102, 103, 112

e Third party requestor can appeal an adverse final decision
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Filing Fee of $12,000_to request review of up to 20 claims
— Filing Fee of $250 for each claim in excess of 20

Institution Fee of $550 for each claim in excess of 15
Cost for instituting PGR for patents with excess of 30 claims
— Filing fee for PGR would be $14,500

Institution Fee for PGR would be $26,250

— Total Official Fees of $40,750 just to institute PGR

Post Grant Review is Expensive!

Institution Fee of $18,000 upon approval of request ($30,000 total)
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Requirements for PGR

e Must request PGR within 9 months of issuance of patent

e Threshold for institution of PGR by PTAB is:

— reasonable likelihood that the petitioner would prevail with respect to at least one of the
claims challenged in the petition, or

— petition raises a novel or unsettled legal question that is important to other patents or patent
applications

e Any grounds may be raised excluding best mode:
—  Utility
— Novelty
— Obviousness

— Written description & Enablement
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Current Strategy for PGR

Patent holders may have the advantage?
Consider drafting patents with many claims (greater than 40)
Patents with many claims not as susceptible to PGR given potential fees

Estoppel
— Will be precluded from raising same issue in subsequent proceeding

— Applies to all USPTO proceedings, ITC proceedings and district court litigations
May be better to pursue other venues given limited proceedings of PGR

Track initial proceedings carefully to determine precedent
— Patent holder friendly

— Troll un-friendly
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3. Inter Partes Review
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Inter Partes Review

Replaces Inter Partes Reexam
Applicable to any U.S. patent

Prior art to be considered is confined to prior patents and printed
publications

Standard: a reasonable likelihood that the petitioner would prevail with
respect to at least one of the claims

Either party can appeal an adverse final decision

Declaratory Judgment Plaintiffs in a court action challenging the validity
patent are not permitted to initiate request (does not apply to counterclaim)
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Differences between Inter Partes Reexam & IPR

Inter Partes Reexam Inter Partes Review

Conducted by patent examiner Conducted by three-judge panel
Patent Trial and Appeal Board

Discovery generally not allowed Discovery available to challenge the
patent owner’s positions, including
cross examination of expert witnesses

Conducted with Special Dispatch 1 Year (6 month maximum extension)
35 U.S.C. § 314(c) 35U.S.C. § 316(a)(11)

Cost: $8,800 Cost: $23,000 (up to 20 claims)
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Inter Partes Review

» Conducted by three-judge panel of Patent Trial and Appeal Board

including cross examination of expert witnesses
e 1 Year (6 month maximum extension)
e Procedures favor Third Party Petitioner
* Fee: $23,000 to institute proceedings
— Filing Fee of $9,000 to request IPR
— Filing Fee of $200 per claim for each claim in excess of 20 claims
— Institution Fee of $14,000 to proceed with IPR

— Institution Fee of $400 per claim for each claim in excess of 15 claims

» Limited discovery available to challenge the patent owner’s positions,
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Timing is Fast

Inter Partes Review Timeline

No more than Twelve months from Decision on Petition
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Timing of Inter Partes Review Petition

e Within 1 year of being sued: An inter partes review may not be instituted if
the petition requesting the proceeding is filed more than 1 year after the
date on which the petitioner, real party in interest, or privy of the petitioner is
served with a complaint alleging infringement of the patent. 35 U.S.C. §
315(b)
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Factors to Consider for IPR

» Claims given broadest reasonable interpretation

— U.S. District Court & ITC: Judge’s interpretation
» No Presumption of Patentability (Validity)
» For Motion to Amend Claims, burden on patent owner
e Technical judges

» Preponderance of evidence (51%)
— U.S. District Court & ITC: Clear & Convincing (>80%)

» Better potential to obtain settlement leverage

e Troll Model Unsuited for IPR (no contingency fees likely)
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Advantages

* Lower cost

Patent litigation $3-5 million to trial (minimum)
IPR (100s of $K) (CBM, PGR, higher)
Reexam (10s of $K)

Pre-grant submissions (cheap)

» No Significant Discovery Burden (PTAB)
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4. Inter Partes Reexam Statistics
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Inter Partes Reexam Statistics

»  Where Patent Owner participated (250):

40% (101/250): all claims cancelled or disclaimed

21% (52/250): no claims confirmed; at least one claim amended; other
claims cancelled or disclaimed

26% (64/250): at least one claim confirmed; other claims amended,
cancelled, or disclaimed

13% (33/250): all claims confirmed

Average pendency: 42 months
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Outcomes When Patent Owner Participated
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Outcomes When Patent Owner Participated
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Inter Partes Reexam & Concurrent Litigation

« Where Patent Owner participated and concurrent litigation (144):

— 38% (54/144): all claims cancelled or disclaimed

— 21% (30/144): no claims confirmed; at least one claim amended; other
claims cancelled or disclaimed

— 28% (40/144): at least one claim confirmed; other claims amended,
cancelled, or disclaimed

— 14% (20/144): all claims confirmed

— Average pendency: 41 months
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Outcomes When Patent Owner Participated
& Concurrent Litigation

None Confirmed; at least one
Amended; all others
Cancelled or Disclaimed
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Outcomes When Patent Owner Participated
& Concurrent Litigation
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5. Inter Partes Review Statistics
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Inter Partes Review Filings

September 2012 to August 2013

Only Federal District Courts in
E.D.Tex. & Delaware have more
pending patent matters

er TN e o
012 2012 012 2012 2013 2013 013 013 2013 2013 2013

Morgan Lewis

MEERLE1—0DFE:
201249 A M 520134 8H £ T

&Y B DEHFEESRERLG
DEFTHFFARBMRET SV T
DEF ST HAHIF I+ ‘

9) 108 18 128 18
2012 2012 2012 2012 2013 2013 2013 2013 2013 2013 2013 2013

Morgan Lewis

28



Inter Partes Review Subject Matter

e Which Technology areas?

m Biotech/Chem
Computers/Communication

®m Semiconductors

B Ecommerce

= Mechanical
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6. Case Study
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Case Study based on Patent Holder Observations

Only Second IPR to be Argued before PTAB

Decision not yet rendered

Very new proceedings, many aspects still being established
PTAB is creating new rules as they encounter issues

PTAB is predisposed to killing patents

Stacked in favor of the petitioner
— For example: Motion to amend not readily granted

— Page limits on motions to amend make it difficult to comply
If Patent Owner, file preliminary response

If Petitioner, use all of the best prior art, don't hold anything back

— Standard is known or should have known
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Case Study Observations

« Ifinjoint defense group, consider jointly filing or joining early
— Beware of other party settling

» Make use of conference calls with Judges on PTAB
— If unsure of procedure, ask the Judge

» Make use of expert declarations
— What one of skill in the art would consider

— Experts to establish favorable claim construction
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Procedural Statistics based on single IPR

e Success rates of Motions:
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Further Observations on IPR

» Mistakes that petitioner made:
— Response to motion to amend
* only addressed new elements of claims
« Did not address existing claim elements
« Did not address reasons why one skilled in the art would combine references
— Petitioner caught coaching expert witness during deposition
* Witness disqualified
e Hearing:

— Very hostile panel of Judges at PTAB

Lead judge created new obviousness & indefiniteness theories never raised by the petitioner

Petitioner did not do a good job arguing their case

— Turns out they didn't need to as the Board was predisposed to killing the patent
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