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Strategic Implications of Recent Changes
in PTAB Proceedings

By Charles H. Sanders, Jonathan M. Strang, Nathanial J. McPherson,
Laura Keay Guillod, and Evan R. King

he U.S. Patent and Trademark Oftice (USPTO)
recently made two procedural changes that sig-
nificantly impact parties coordinating concurrent
district court patent infringement litigation and inter
partes proceedings before the Patent Trial and Appeal
Board (PTAB). First, the USPTO harmonized the
PTAB’s claim construction standard with that of the
courts.' Second, the USPTO instituted a Pilot Program
allowing patent owners to use new claim amendment
procedures during America Invents Act (AIA) pro-
ceedings,” such as infer partes reviews (IPRs).?
Petitioners and patent owners need to consider
these changes when engaging counsel to devise coor-
dinated litigation strategies in court and before the
PTAB. For example, courts and the PTAB will have
greater difficulty ignoring arguments and claim con-
structions from each other now that both tribunals
use the same claim construction standard. Given that
the PTAB will also likely resolve claim construction
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issues, courts may be even more willing to stay a lit-
igation pending IPR than in the past. Moreover, if
motions to amend become more common and more
successful in view of the new procedures, courts may
be further encouraged to issue stays to avoid litigating
patent claims that may change in scope. This article
examines such considerations in detail.

Background

The PTAB’s New Claim Construction
Standard

For more than a century, the USPTO used the
“broadest reasonable interpretation” (BRI) standard
to construe patent claims during prosecution (i.e.,
when evaluating a patent application), during reex-
amination, and more recently in IPRs.* Although a
claim term’s BRI might seem to be broader than its
“correct” meaning under the Phillips standard,” in
practice, application of the two claim-construction
standards had often vyielded the same result.®
Nonetheless, because the claim construction stan-
dards differed at the PTAB and in district courts, peti-
tioners could (and often did) argue for broader claim
constructions at the PTAB to ensnare more prior art,
while at the same time arguing for narrower construc-
tions in court to avoid infringement. As a result, sev-
eral commentators supported the PTAB’s proposed



adoption of the Phillips standard in IPRs to pro- now also have the option of filing a revised motion

mote greater uniformity and judicial efficiency.’ to amend after considering the PTAB’ guidance
In October 2018, the USPTO changed to the (if requested) and the petitioner’s opposition.'
Phillips standard in IPRs, explaining that “[b]ecause The current procedural options are illustrated in

the BRI standard potentially reads on a broader Graph 1."2

universe of prior art than does the Phillips standard,

a patent claim could potentially be found unpat- New Considerations for Litigants
entable in an AIA proceeding on account of claim Following the PTAB Rule Changes
scope that the patent owner would not be able to

assert in an infringement proceeding.”® Different Claim Construction Positions
Can No Longer Be Explained By Differing

Motions to Amend Legal Standards

To date, patent owners have rarely filed motions The adoption of the Phillips standard in IPR
to amend in IPRs and have been frequently unsuc- proceedings has important implications for parties
cesstul when they have filed. The USPTO reports when they are involved in a parallel district court
that only one percent of all AIA proceedings have litigation, as is typical."” Previously, when the PTAB
had motions to amend; out of more than 2,000 final applied the BRI standard, a petitioner could point
decisions, the PTAB has decided only 205 motions to the differing legal standards when advocating for
to amend, of which the PTAB has granted only different claim constructions before the PTAB and a
eight in full and 13 in part.’ court. Courts frequently discounted or even ignored

In an effort to increase the number and success constructions rendered in AIA proceedings, citing
rate of motions to amend, on March 15, 2019, the the difference in the applicable legal standard."

PTAB initiated a pilot program that is scheduled
to run for approximately one year before any fur-
ther changes are implemented.'’ The pilot program
applies to all IPRs instituted after the effective date,
and provides the patent owner with the option to
request “preliminary guidance” from the PTAB,

Now, a party must more carefully
consider how it will coordinate its IPR
position with its district court case.

which will be delivered after the petitioner files its Now, a party must more carefully consider how
opposition to the motion to amend. Patent owners it will coordinate its IPR position with its district
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court case. The impact will differ depending on
the progress of the IPR, relative to when the court
construes the claims.When a defendant has strategic
reasons for filing IPRs soon after being sued," it
will need to quickly coordinate its IPR and district
court non-infringement strategy. This coordination
1s not limited to expressly made claim-construction
arguments. A patent owner that contends a particu-
lar claim element reads on an accused product fea-
ture may see the petitioner assert in an IPR that the
claim also reads on the same feature in the prior art
for the same reasons. Conversely, a petitioner must
take into account its non-infringement position
when distinguishing the art over the claims.

PTAB Decides Whether to Institute Before
District Court Construes Claims

Because the PTAB will decide whether to insti-
tute an IPR petition about six months after the
petition is filed, it is entirely possible—especially if
the defendant files its IPR soon after being sued—
that the PTAB will issue its institution decision
with preliminary claim constructions before the
court issues its claim construction order. Although
the PTAB’s preliminary constructions are not bind-
ing on the PTAB or any other tribunal, a district
court might find the PTAB’s preliminary construc-
tion under the same legal standard to be persuasive.
Further, a patent owner that disavows claim scope
to overcome the prior art will be bound by that
disclaimer in court.'

In addition, a party’s credibility likely will
be diminished if the party takes different claim
construction positions before the PTAB and
the court, because both tribunals now apply the
same Phillips standard. If a petitioner relies on a
broad construction to force the claims to cover
the prior art, the patent owner will likely point
to that broad construction in court to aid its
infringement case. Conversely, a patent owner that
expressly or implicitly relies on a narrow construc-
tion to try to avoid the prior art will likely have
its position used against it in court by an accused
infringer seeking a narrow construction to sup-
port non-infringement.

PTAB Issues Final Decision Before District
Court Construes Claims

The PTAB may be the first to construe and apply
the claims in its final written decision if the court

stays the case before issuing its claim construction
order, or if the litigation simply moves more slowly
than the IPR. If the court has not already construed
the claims, a party pleased with the PTAB* claim
constructions will likely argue that the PTAB pre-
cludes re-litigating those claim constructions again
in district court.

The PTAB’s construction will, of
course, bind district courts (and the
parties) if the Federal Circuit affirms
the construction.

The PTAB’s construction will, of course, bind
district courts (and the parties) if the Federal
Circuit affirms the construction. It is unclear
how the PTAB’ final decisions will affect district
courts’ claim construction decisions when there is
still the possibility of an appeal of the PTAB’s deci-
sion. However, after the time limit for an appeal
has passed, a party may be bound by the doctrine
of issue preclusion (also called “collateral estop-
pel”). The U.S. Supreme Court recently held that
issue preclusion may be triggered by an admin-
istrative agency’s decision if there is no evident
reason that Congress would not want the agency’s
decisions to have a preclusive effect.!”” The Court
explained: “[I]f federal law provides a single stan-
dard, parties cannot escape preclusion simply by
litigating anew in [other]| tribunals.”'® Because the
PTAB and the courts now apply the same Phillips
standard for claim construction, it seems likely
that parties seeking to hold the opposing party
to the PTAB’s construction will argue that this
same reasoning applies in the claim construction
context.

District Court Construes Claims First

At times, the district court might construe the
claims before the PTAB decides whether to institute
or—if the litigation is not stayed upon institution—
after the institution decision but before the final
written decision. The PTAB has stated that it is
not bound merely by a court’s claim construction
order in these situations, noting that issue preclu-
sion 1s triggered only by a final judgment, although
the PTAB may consider the court’s claim construc-
tions persuasive.'” Nevertheless, the USPTO’s new
rules require the PTAB to “consider” the court’s
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construction, and the PTAB may be persuaded
by the court’s reasoning.”” And as stated above, a
party risks losing credibility if it takes inconsistent
positions in the PTAB and in court. If the district
court enters summary judgment based on the claim
construction order, then the PTAB would need
to consider the possible preclusive effect of such a
judgment.

Impact on Indefiniteness Arguments

The PTAB’s rule changes may affect how
the parties approach indefiniteness defenses in
district court. Anticipation and obviousness in
view of prior-art printed publications are the
only valid grounds for instituting an IPR.?!
Indefiniteness is not available as a ground of
unpatentability in IPRs (although it is available
in post grant reviews (PGRs) and covered busi-
ness methods (CBMs)).?? In most cases, an [PR is
the only available option: 854 IPRs were filed in
fiscal year 2019 through April 30, 2019, but only
34 PGRs and 22 CBMs were filed in the same
time period.”

As a result, a petitioner contending that a claim
term is indefinite in district court must argue in its
IPR that the claims can be construed to read on
the prior art. The PTAB typically denies institution
when it finds claim terms are indefinite on the basis
that it cannot determine if the claims are taught by
the art.?* If institution is granted, the petitioner risks
a PTAB final determination that the claims have
definite scope, but are not taught by the prior art.
And the Federal Circuit has recognized such a post-
grant prosecution history can provide a “compel-
ling” reason for finding the claims to be definite.”
The Sonix court reversed a holding that the claim
language “visually negligible” was indefinite, citing
the fact that “[n]o one involved in either the first
or the second reexamination had any apparent dif-
ficulty in determining the scope” of the supposedly
indefinite language.®

Now that the PTAB applies the same claim
construction standard that district courts apply, the
PTAB’ ability to understand claim terms may have
greater influence on courts evaluating indefinite-
ness challenges. An alleged infringer that has a strong
indefiniteness argument will need to consider care-
fully the potential impact an IPR proceeding may

have on its indefiniteness arguments in the district
court.

Increased Likelihood of Stays

The PTAB’s adoption of the Phillips standard and
the new motion to amend procedures provide an
accused infringer with additional arguments to stay
litigation pending IPR.

First, as already discussed, the PTAB’s claim con-
structions will be more relevant to district court
litigation because both tribunals apply the same
Phillips standard. District court judges thus may
be more likely to find that staying litigation until
resolution of an IPR will simplify the issues before
the court and reduce the risk of inconsistent claim
constructions.?’

Second, if the motion to amend pilot program
makes amendments during IPRs more common
and/or more likely to succeed, courts may be
more willing to stay litigation pending IPR on the
basis that litigating patent claims that may soon be
amended makes little sense.” And as the Federal
Circuit has observed, the possibility of amendment
in an IPR weighs in favor of granting a stay “so
as to avoid unnecessary claim construction of what
could potentially be a moving target in terms of
claim language .’

The Likelihood of Claim Amendments

As discussed, the motion to amend pilot program
gives patent owners two options aimed at increas-
ing the likelihood of a successtul claim amendment:
(i) requesting preliminary guidance from the PTAB,
and (ii) revising a motion to amend in view of the
petitioner’s opposition and the PTAB’ preliminary
guidance (if requested).

It is currently unclear how many more patent
owners will attempt to amend their claims during an
IPR, and if they do, whether they will enjoy a higher
success rate. Even with an incremental improvement,
amending claims would remain difficult. Although
the PTAB’ final decision should issue in a little over
18 months after the petition was filed, an appeal is
likely if the petitioner is concerned about potential
assertion of the amended claims in court. That appeal
will add at least a year before the USPTO will issue
an IPR certificate with any amended claims that
have survived the appeal. All told, the time from IPR
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filing to an IPR certificate with amended claims will
likely be three years or longer.

Patent owners will need to balance the
potential benefits of amended claims
against the “intervening rights” that
accompany amendments and limit
damages.

Patent owners will need to balance the poten-
tial benefits of amended claims against the “inter-
vening rights” that accompany amendments and
limit damages. A patent owner is not liable for any
infringement of amended claims that occurred
before the amended claims had issued, and in the
court’s discretion, the patent owner might not be
liable for infringing products made or used after the
amended claims issue if the party made substantial
preparations beforehand.?

A patent owner with a pending continuation in
the same family may instead seek to improve claim
scope sooner by amending its claims pending in the
continuation or by filing a new continuation with
new claims, perhaps using the “Track One” acceler-
ated prosecution program. An applicant is not lim-
ited to narrowing amendments during prosecution
of its continuation application and will not face a
highly motivated petitioner in this ex parte pros-
ecution. Once the examiner allows the claims, the
claims will issue—there will be no opposing party to
appeal the examiner’s allowance. As a result, a pat-
ent owner may be able to obtain new claims more
quickly, with significantly less risk and expense.

Also, a patent owner always has the option of
seeking ex parte reexamination or reissue. The pat-
ent owner will be limited to narrowing amend-
ments, but will not face an opposing party with a
right to appeal. The USPTO recently clarified that
the PTAB might not stay the reissue or reexamina-
tion pending IPR, and may lift any stay after the
final written decision in the IPR depending on
certain factors.’’ As a result, the patent owner may
obtain narrowed claims more easily and sooner (and
at a lower cost) than by using the pilot program for
claim amendments in an IPR.

Nevertheless, some patent owners may choose
to file a motion to amend, perhaps to acquire
battle-tested claims or to avoid the estoppel

effects of losing claims in an IPR. If the IPR
estoppel applies to the amended claims as well
as to the petitioned claims, the estoppel will be
particularly valuable for the amended claims
because it extends to more grounds of unpatent-
ability.”® A petitioner is not limited to anticipa-
tion and obviousness positions based on prior-art
printed publications in attacking against amended
claims,® and the estoppel might be correspond-
ingly broad.

In summary, the pilot program is
designed to increase the number and
success rate of motions to amend.

In summary, the pilot program is designed to
increase the number and success rate of motions to
amend. Until proven otherwise, a petitioner should
assume the pilot program will be implemented
incrementally, and success is most likely to occur
when the patent owner does not have a pending
continuation but has written description support
for narrowing amendments that will preserve its
infringement case.

A patent owner should particularly consider a
motion to amend in these circumstances. Patent
owners must also take into account, however, that
a highly motivated petitioner will mount a vigor-
ous attack that can span other statutory grounds,
including patent eligibility, indefiniteness, and writ-
ten description.

Takeaways

In view of the PTAB’s adoption of the Phillips
standard and launch of the motion to amend
pilot program, parties need to ensure that their
counsel tightly coordinate their district court
and IPR strategies. Different claim construc-
tion standards no longer separate the two ven-
ues, and the PTO has taken action to encourage
more motions to amend. Parties must carefully
consider the effect one proceeding may have
on the other and in particular the possibility of
issue preclusion as a result of the newly harmo-
nized claim construction standard, the increased
possibility of claim amendments, and the new
arguments available to encourage a court to stay
litigation pending IPR.
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