October 8, 2020

The Honorable Lindsey Graham The Honorable Dianne Feinstein
United States Senate United States Senate

290 Russell Senate Office Building 331 Hart Senate Office Building
Washington, DC 20510 Washington, DC 20510

The Honorable Thom Tillis The Honorable Christopher Coons
United States Senate United States Senate

113 Dirksen Senate Office Building 218 Russell Senate Office Building
Washington, DC 20510 Washington, DC 20510

Dear Chairman Graham, Ranking Member Feinstein, Chairman Tillis, and Ranking Member Coons:

We write to express concern about the increased use by the Patent Trial and Appeal Board (“PTAB”) of
discretionary denials that leave invalid patents in force to be asserted in litigation. Shielding invalid
patents from cancellation is the exact opposite of what the PTAB was created to do. The direct result of
the PTAB’s discretionary denials is that invalid patents remain in force and must be litigated at significant
cost in district court infringement suits. This failure to consider and cancel invalid patents is one of the
primary causes of the significant increase in litigation by non-practicing entities in recent months.
Especially given the painful economic downturn due to the COVID-19 pandemic, we believe that
Congress and the rest of the federal government should be doing everything within their power to prevent
unnecessary and abusive litigation against U.S. companies and employers. Accordingly, we have serious
concerns about these denials, which favor the interests of speculative litigation by shell company
plaintiffs that do not make anything or productively employ anyone to the detriment of the real-world
manufacturers and service providers that are the backbone of the U.S. economy.

These actions harm the economy and are contrary to the promise of the America Invents Act (“AlA”).
After almost a decade of debate, “Congress, concerned about overpatenting and its diminishment of
competition, sought to weed out bad patent claims efficiently” by creating inter partes reviews (“IPR”).!
Congress’s goal was to “establish a more efficient and streamlined patent system that will improve patent
quality and limit unnecessary and counterproductive litigation costs.”® For several years, IPR worked as
intended and was successful in reducing unnecessary litigation, saving an estimated $2.3 billion over just
five years.®> Unfortunately, the U.S. Patent and Trademark Office (“USPTO”) has over the past few years
taken a series of actions that impose requirements that were rejected by Congress in the AIA and that
hobble IPR and reduce its effectiveness.

The most recent of these involves a rapidly growing string of “discretionary denials,” in which the
USPTO has chosen to ignore the painstakingly-negotiated statutory deadline allowing an IPR to be
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brought within one year after service of the complaint upon a petitioner.* In derogation of the statute
Congress enacted, the USPTO has substituted its own policy preference and directed the “discretionary
denial” of timely-filed IPR petitions if the district court dockets an early trial date in a parallel
infringement suit. Not only does this result in meritorious petitions being denied on extra-statutory
grounds, it adds precisely the type of cost, complexity, and uncertainty that Congress sought to avoid by
adopting a simple, clear one-year time bar.

A recent report shows that these discretionary denials under Section 314(a) have grown exponentially
over the past three years and are on track to double yet again this year.> To be clear, these procedural
decisions are not based on the merits of the petition, resulting in the denial of meritorious, timely-filed
IPR petitions and leaving invalid patents in force to be litigated. The USPTO’s actions degrade IPR
proceedings and are a primary, direct contributor to the recent growth in the number of abusive suits
brought by non-practicing entities.® This is precisely the type of “counterproductive litigation” that
Congress sought to stem by passing the AlA. The reduced effectiveness of IPR has substantially
undermined this goal.

These decisions are both contrary to the legislative intent of the AIA and ignore reality. Many of these
discretionary denials are predicated on a determination that an IPR proceeding would be duplicative in
view of an impending district court trial that will consider the patent’s validity before a PTAB decision
would issue. In reaching this inherently speculative conclusion, the PTAB relies primarily on the initial
trial date set by the court. But an analysis of trial dates in these cases shows that 100% of the trials in
Delaware and 70% of those in the Western District of Texas were delayed well past the initial trial date
that was used to justify the discretionary denial of the PTAB proceeding.” And with the growing
backlogs due to COVID-19, district court trials are now being delayed even more frequently (and for
longer periods), making an initially proposed trial date an inappropriate basis to discretionarily deny an
IPR.

Contrary to the PTAB’s assumptions, the simple truth is that these patentability issues are not being
decided more quickly by district courts. Nor are decisions by courts more often correct than those of the
PTAB. Decisions in courts are, however, vastly more expensive. Resolving validity in a district court
jury trial typically costs about ten times more than an IPR. Thus, in many cases, defendants that are
denied recourse to the PTAB are forced to enter into nuisance settlements, which means no one—not the
Court or the USPTO—ever considers the validity challenge at all. This leaves the invalid patents in place
to be asserted against others over and over again, completely frustrating Congress’s purpose in creating
IPR.

435 USC § 315(h).
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Because the USPTO contends that these discretionary denials are not subject to judicial review,
Congressional oversight is critically important to ensuring the faithful implementation of the AlA.
Accordingly, the undersigned companies strongly urge the Committee to investigate the USPTO’s
practices and policies relating to the exercise of its discretion to deny IPR petitions. Moreover, to aid and
inform such oversight, we respectfully suggest that the Committee request from the Government
Accountability Office a report addressing: 1) the number of discretionary denial decisions and their rapid
growth; 2) the extent to which such decisions result in denial of meritorious petitions that would
otherwise have resulted in the institution of an IPR; 3) the effects of the USPTO’s policies on the amount
and costs of actual or threatened patent infringement litigation; and 4) the economic impact of such
policies, specifically including the effect on costs borne by U.S. consumers and businesses.

Sincerely,
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cc: The Honorable Members of the Senate Committee on the Judiciary, Subcommittee on Intellectual
Property



