April 26, 2023

The Honorable Darrell E. Issa The Honorable Henry “Hank” C. Johnson

Chairman, Subcommittee on Courts, Ranking Member, Subcommittee on Courts,
Intellectual Property, and the Internet Intellectual Property, and the Internet

U.S. House of Representatives U.S. House of Representatives

2108 Rayburn House Office Building 2240 Rayburn House Office Building

Washington, DC 20515 Washington, DC 20515

Dear Chairman Issa and Ranking Member Johnson,

The organizations joining this letter represent the nation’s leading microchip and technology
manufacturers, automotive companies, financial services providers, Main Street retailers, construction
companies, grocers, hotels, and restaurants, as well as leading think tanks and civil society groups
focused on intellectual-property policy. We employ nearly 100 million Americans, invest hundreds of
billions of dollars each year in research and development, and make products that are critical to the
health and well-being of the American people. We represent the core of the U.S. economy.

We are heavily affected by patent litigation that leverages invalid patents against U.S. industry.
The United States Patent and Trademark Office issues over 350,000 patents a year and historically, more
than 40% of U.S. patents have been found to be invalid when challenged. A majority of U.S. patents are
issued to foreign entities, and 60% of patent litigation is brought by parties, including foreign litigation
investors, that do not practice the invention. Review proceedings before the experts at the USPTO’s
Patent Trial and Appeal Board often are the only reliable and accurate check on a patent’s validity. PTAB
review is critical to the American manufacturing economy and to the integrity of the U.S. patent system.

We are thus alarmed by the nature and scope of the new restrictions that the USPTO proposes
to impose on these proceedings in its April 20 notice. These new rules would make it impossible for
American businesses to seek PTAB review in a large portion of the cases where they are sued on invalid
patents and would seriously degrade the proceedings. In addition, much of what has been proposed
violates the agency’s statutory mandate. Simply put, the proposed rules are against the law and would
gut PTAB review to the detriment of American businesses and consumers. Indeed, in 2015, when
Congress considered less severe restrictions on PTAB review than what the USPTO is now proposing, the
Congressional Budget Office determined that the policy would cost U.S. taxpayers over $S1 billion solely
because of its impact on drug prices.

The USPTQO’s proposed rules go beyond the agency’s statutory authority. Examples include:

e Rewriting the statutory deadline for filing a petition: In the America Invents Act, Congress enacted
a deadline that a PTAB petition must be filed within “1 year after . . . the petitioner is served with a
complaint” alleging infringement of the patent. 35 U.S.C. § 315(b). The USPTO now proposes to
shorten the default deadline to six months unless the petitioner falls within certain safe harbors. Six
months is the same time period that Congress considered and expressly rejected as the statutory
deadline in 2011.



https://www.uspto.gov/web/offices/ac/ido/oeip/taf/us_stat.htm
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=999961
https://www.forbes.com/sites/johnkoetsier/2023/01/14/samsung-beats-ibm-apple-intel-google-for-2022-patent-crown-56-of-us-patents-go-to-foreign-firms/?sh=11c53dc1891b
https://www.unifiedpatents.com/insights/2023/1/4/2022-patent-dispute-report
https://urlisolation.com/browser?clickId=21EEE9D3-BD9D-4776-B2FA-EDD5A6AAB334&traceToken=1682184662%3Bhaynesboone_hosted%3Bhttps%3A%2Fclicks.eventbrite.com%2Ff%2Fa&url=https%3A%2F%2Fwww.federalregister.gov%2Fdocuments%2F2023%2F04%2F21%2F2023-08239%2Fchanges-under-consideration-to-discretionary-institution-practices-petition-word-count-limits-and
https://www.wsj.com/articles/drug-industry-bill-would-raise-medicare-costs-1441063248
https://www.law.cornell.edu/uscode/text/35/315
https://www.law.cornell.edu/uscode/text/35/315
https://www.uspto.gov/sites/default/files/aia_implementation/20110908-debate_s23_s5402-s5443.pdf
https://www.uspto.gov/sites/default/files/aia_implementation/20110908-debate_s23_s5402-s5443.pdf

o Rewriting Congress’s rules for who can file a petition: In early versions of the AIA, Congress
contemplated imposing a “standing” requirement for PTAB proceedings, but it ultimately decided
not to do so. The USPTO now proposes “limitations on nonmarket competitors” that impose a
similar requirement.

e Rewriting the AlA’s standard for instituting review: Congress set a “reasonable likelihood”
threshold for instituting PTAB review and a “preponderance of the evidence” standard for final
validity determinations. The USPTO now proposes in many situations to exercise its discretion to
deny institution of a petition unless the petitioner satisfies a non-statutory “compelling merits” test
for instituting review—which it concedes is a higher threshold than even the standard for the final
determination.

e Rewriting the statutory estoppel: Congress chose to bar a petitioner in a PTAB proceeding from
raising prior-art defenses in other fora only after the PTAB proceeding has “result[ed] in a final
written decision under section 318(a).” 35 U.S.C. § 315(e). Congress also expressly repealed
previous rules that made district court determinations a bar to USPTO review—it concluded that the
reliability of such determinations was insufficient to allow them to serve as the final word on patent
validity. The USPTO now plans to apply estoppel in many (or even all) instances at the beginning of
a PTAB proceeding and to make any district court determination a bar to PTAB review absent an
extra-statutory “compelling merits” showing.

The USPTQO’s proposed rules cannot be reconciled with the laws enacted by Congress.

In addition, much of what is proposed in the ANPRM would be deeply damaging to the patent
system and to the American economy. Among the most problematic proposals are:

e A “substantial relationship” test that will ensnare entire industries. The ANPRM proposes to
block a party from seeking review if a different party with which it has a “substantial
relationship” was sued earlier and brought an unsuccessful challenge. The different companies
in an industry routinely have an infinite number of “relationships” and contracts with each other
and their customers. This extra-statutory rule will invite a tidal wave of discovery over ancillary
matters and will routinely prevent defendants from challenging an invalid patent simply because
someone else was sued earlier.

e A carve out that will block challenges to patents asserted by abusive litigants. The USPTO
proposes to bar validity review if a patent is owned by a “small business” that is attempting to
“commercialize” the patented invention. Patent-assertion entities already operate through
shell companies and nominal plaintiffs and take de minimis steps to portray themselves as “start
ups.” The USPTO lacks the competence or resources to investigate such matters—this loophole
will be widely exploited by abusive litigants.

Ultimately, it is the American people and the U.S. economy that will pay for these ultra vires
policies. When the USPTO previously arbitrarily blocked access to PTAB review, its actions allowed a
foreign hedge fund to obtain over S3 billion in damages verdicts against America’s leading chipmaker—
based on patents that the agency has since acknowledged are very likely invalid. A recent economic
analysis also found that PTAB review has brought almost $3 billion in benefits to the U.S. economy,
particularly in the manufacturing sector.



https://www.congress.gov/bill/110th-congress/senate-bill/3600
https://www.congress.gov/bill/110th-congress/senate-bill/3600
https://www.law.cornell.edu/uscode/text/35/314
https://www.law.cornell.edu/uscode/text/35/314
https://www.law.cornell.edu/uscode/text/35/316
https://www.law.cornell.edu/uscode/text/35/316
https://www.law.cornell.edu/uscode/text/35/315
https://www.uspto.gov/sites/default/files/aia_implementation/20110308-debate_s23_part-b_s1360-s1394.pdf
https://www.bitlaw.com/source/35usc/317_(pre%E2%80%91AIA).html
https://www.law360.com/articles/1530074/del-judge-continues-probe-into-third-party-patent-suit-deals
https://www.reuters.com/article/us-intel-patent-vlsi/intel-loses-u-s-patent-trial-ordered-to-pay-2-18-billion-to-vlsi-tech-idUSKCN2AU2IR
https://www.law360.com/ip/articles/1549699/intel-hit-with-949m-verdict-in-latest-vlsi-patent-fight
https://www.uspto.gov/sites/default/files/documents/ipr2021-01229_paper102-2.pdf?utm_campaign=subscriptioncenter&utm_content=&utm_medium=email&utm_name=&utm_source=govdelivery&utm_term=
https://www.uspto.gov/sites/default/files/documents/ipr2021-01064_paper121.pdf?utm_campaign=subscriptioncenter&utm_content=&utm_medium=email&utm_name=&utm_source=govdelivery&utm_term=
https://www.perrymangroup.com/publications/report/an-assessment-of-the-impact-of-the-american-invents-act-and-patent-trial-and-appeal-board-on-the-us-economy/
https://www.perrymangroup.com/publications/report/an-assessment-of-the-impact-of-the-american-invents-act-and-patent-trial-and-appeal-board-on-the-us-economy/
https://www.unifiedpatents.com/insights/2021/2/16/economic-ptab-analysis-demonstrates-post-grant-challenges-save-litigation-costs-regardless-of-stay?utm_source=Unified+Patents+Newsletter&utm_campaign=c93e6c3065-EMAIL_CAMPAIGN_2019_10_02_08_16_COPY_01&utm_medium=email&utm_term=0_5140119467-c93e6c3065-109561289

The USPTO’s PTAB rules would damage U.S. industry, discourage commerce, and place further
inflationary pressure on the prices that Americans pay for goods and services—principally for the benefit
of shell companies, foreign patent owners, and litigation investment funds. We urge Congress to reject
the USPTQO's proposed rules and insist that the USPTO follow the statute. Instead of dismantling the
process for correcting errors in the issuance of patents, the agency should focus on preventing those
errors from occurring in the first place.

Sincerely,
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The Clearing House

United for Patent Reform
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United for Patent Reform is a broad coalition of diverse American businesses, small and large
— from national construction companies, automobile manufacturers, and technology
ses to Main Street retail shops, REALTORS®, hotels, grocers, convenience stores,

i), NI NAHB 5 () s, NACS 02
mazon .
amazon Q) Meta verizon’ Jcpenney Google I [E
&

53&8 INTUIT ‘ RedHat 1 * mgcyg > wff‘ SIIA

Engi
qura’ge _ aj _ AHLA ngine e :@gﬁ,ﬂmﬁ'fEVIZID

' ' | [t c c DEVELOPERS / é W, o
' [ ' ‘ b £ . atat @i patent fairness
cl sco A I )\ DA e scscenon |

@ L S R” Dillard  Rerank QI‘“‘“”‘CK S

MING I s Investment & Commercial Real Estate &MEDIA @ rac’(sm
ASSOCIATION INTERNET m oversto HWC the #1 managed cloud cormpany
US. TRAVEL Ny FOURSQUARE

S N TR Aw
gbropbox - FCA @ Johnson }))'

Controls

(AL AN ASIOEIM

Walmart AICPA ) FRANCHISING'
,-j @ MO'I'OROI.A OLUTfONS

:mp.ml Carrlers Assaciation cK |
Regional -
OF COURSEL.. o RAVC BRANL || W PR
T e AL e o Computer & Communication

T | CALIFORNIA
5 E2E1 G0 = oA B

atsocla;tion : = REBEL - _‘"‘. \ il L

FEDERAHON

Ay

Consumer CALIFORNIA _*N i, h ¥ e -k TAILERS &
Tochnoloc 0 N
ASSOCWAT\DN -4 FoR = ¥ DetroitRegionalChamber

siyje Home Care B8R E R

élF! H — A MASERGY v

= (p BIRCH Fffﬁumummmnn gyexas AN MaSERY S coma

EMBUILDINGINDUSTRXOFLIR M?;g!;,?ﬁ}l 0_"““’?“.’ M_.cabhl‘:-‘.-*- Ty
t CHAMBER e HEA ¢

o
Hnl \n ROCK 1exas = (‘:, \ . xANTE Cﬂllfcll‘nlil !....]'.‘:_!"_;_
B . @ m NAA ¥
L\ Q)T - weatm gty fEAs
L Advisors LLC HOME BUILDERS

T Foria £ P Lallware FRASSIATAEN LUNAO stail

"‘ ') RESTAURANTR, o

¥ ey an ING

f BLUERPRINT RF
2

CIATIO i 'I I hn“ l SQUTH l)ll I ()N -:-'.'I.I”.."l' -...=
rgin| e DESIGN > PRINTSMAIL [ 7~ SEAGATE
@SQIIPO"TI ety o Ptk Ay ..:.EQ'...“ET:' D\ SEHAMBER l?l’ﬁ%\&\[fk‘{b
_ TICKET+BISCUIT | @ ||qU|dweb cAPSTONE " = A
DE m T ﬂm/n{y m REALTY 1 GROUP
N ?; Tochn
@ MAND HEIRLOOM_' SPITALITY QHM o Lowisslle Koniueky |||||"||||| m \IH IH il
Calfornia _ \ 7/ R laid e House
% Euhnﬁlnw f ntry o TROU
n ounc ~eE . [ e 1 ‘CE:MEEEJL'%%EJSE convenionce stores e O B I NVHC
Lt iy, = ELE @ LANDMARK mmmml> PACT

“9__0° e / CC
=y .. CipherHealth 'BAT PROFESSIONAL

PRINTING! Il ’@ rackspace [;{3:118
ALuancs technology- REAL ESTATE

www.unitedforpatentreform.com




