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INTELLECTUAL PROPERTY

WHAT’S AT STAKE IN CU0Z20 V. LEE: THE VIEW OF THE PETITIONER

By David L. Applegate™

Currently pending on the docket of the United States
Supreme Court is the case of Cuozzo Speed Technologies, LLC,
v. Michelle K. Lee, Under Secretary of Commerce for Intellectual
Property and Director, Patent and Trademark Office, No 15-446,
on petition for writ of certiorari. At issue, first, is whether claims
in patent cases arising from the Patent Trial and Appeal Board
(PTAB) should be construed in the same manner as claims in
cases arising from the district courts. A second issue, a matter of
horizontal separation of powers, is whether the Federal Circuit
correctly held that PTAB decisions to institute inter partes re-
view (IPR) are judicially unreviewable even if the PTAB exceeds
its statutory authority in instituting such proceedings. Because
Congress intended IPR as a less expensive surrogate for litiga-
tion, this article, like petitioner, argues that the same standard
should apply to claim construction regardless of forum. This
article takes no position on the second issue, but summarizes
the arguments of petitioner.

1. Facts or THE CASE

Petitioner Cuozzo Speed Technologies, LLC (Cuozzo)
owns a patent on an invention that, by integrating a GPS
device with a display system inside the vehicle, alerts drivers
when they exceed the posted speed limit at any given location.
Garmin, the maker of many in-vehicle GPS systems, filed an
IPR, described more fully below, challenging, among others,
claims 10, 14, and 17 of the Cuozzo patent.

An IPR Board of the PTAB denied all unpatentability
grounds that Garmin had asserted with respect to claims 10
and 14, but then applied to those same claims the prior art
that Garmin had cited against claim 17. Based on that claim
17 art, the PTAB instituted an IPR against all three claims.
The PTAB ultimately determined that claims 10, 14, and 17
were all obvious in view of the prior art. Cuozzo appealed the
decision to the Federal Circuit, at which point Garmin settled
with Cuozzo. The U.S. Patent and Trademark Office (USPTO)
then intervened to defend the Board’s decision.

Nine groups have filed amicus briefs: the American Intel-
lectual Property Law Association; the Biotechnology Industry
Organization; the Intellectual Property Owners Association;
the New York Intellectual Property Law Association; Phar-
maceutical Research and Manufacturers of America; Trading
Technologies International, Inc.; Interdigital, Inc., Tessera
Technologies, Inc., and Fallbrook Technologies, Inc.; and the
Intellectual Property Law Association of Chicago. This author
was the primary author on the brief of The Intellectual Property
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Law Association of Chicago, and draws on that brief in part
with respect to the first issue in this case.

II. CONSTITUTIONAL AND STATUTORY BACKGROUND OF THE
AmEeRicA INVENTS AcT

The purpose of U. S. patent law is “to promote the Prog-
ress of Science and the Useful Arts ....”! Valid patents provide
an incentive for inventors to make their inventions and discov-
eries known to the world by enabling patent owners to exclude
marketplace competitors for a term Congress deems sufficient
to enable patent owners to earn a reasonable return on their
investment. In contrast, by their very nature, patents invalid
under Section 102 or Section 103 exclude from the marketplace
competitors who merely practice known art (Section 102) or
obvious improvements (Section 103). Using invalid patents
to exclude qualified competitors from the market impedes the
progress of the useful arts by permitting “owners” of invalid
patents to monopolize technologies or to charge monopoly
prices for practicing them, thus frustrating the purpose of the
Constitution’s patent clause.

In 1790 Congress enacted the first patent statue, and in
1954 the 83rd Congress enacted the statute’s last major overhaul
until recent years. In 1995 Congress made other improvements,
including bringing the term of U.S. patents into harmony with
those of many other Western nations. (Instead of seventeen years
from issuance, for example, U.S. patents now expire twenty
years from the application date, subject to certain adjustments
due to delays within the USPTO.)

Dissatisfaction with the amount and expense of U.S.
patent litigation has led to further reforms in the past five
years. Part of the dissatisfaction has been with the perceived
quality of the patents themselves. In response to early 2000s
criticism that the USPTO was granting too many patents
likely to be found invalid, for example, the 112th Congress
in 2011 passed the Leahy-Smith America Invents Act (AIA).?
At the same time, Congress had concluded that the existing
patent litigation system itself unnecessarily imposes unneeded
litigation and ancillary costs.? This, too, frustrates the purpose
of the Constitution’s patent clause and undermines the value
of the U.S. patent system.

III. Tue PurPOSES OF INTER PARTES REVIEW

In keeping with its Constitutional charter, the AIA seeks
to improve the climate for investment and industrial activity
by improving the quality of patents and by reducing unneces-
sary litigation costs.” The AIA attempts to achieve the former
by removing invalid patents from enforceability. It attempts to
accomplish the latter by shifting patent validity disputes from
the courts to the USPTO, the expert agency charged with
granting or denying patents in the first place.

To that end, the AIA has established a new post-grant
adjudicatory process for challenging patent validity, limited to
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issues that may be raised under Sections 102 and 103 of the
Patent Act. Section 102 governs “anticipation”—i.e., whether an
existing invention already includes all the salient features of the
claimed invention. Section 103 governs obviousness—whether
the invention would have been “obvious to one of ordinary skill
in the field of art” to which the invention applies.

To administer this adjudicative process, the AIA has cre-
ated a new body called the Patent Trial and Appeal Board, or
PTAB, staffed with administrative law judges. Located within
the existing Patent and Trademark Office, the PTAB employs
an adjudicative proceeding known as inter partes review, or
IPR. IPR has no relationship to a previously-existing practice of
patent re-examination within the USPTO—an extension of the
prosecution process—and is intended instead as a less expensive
surrogate for litigation, complete with limited discovery and
briefing opportunities.

IV. THE ProCESS OF INTER PARTES REVIEW

IPR differs substantially from the USPTO patent exami-
nation process as well as from pre-AIA re-examinations. Under
pre-existing law, a party could challenge an issued patent’s valid-
ity through inter partes re-examination. But that process, unlike
IPR, was examinational in nature. Patent re-examination neces-
sarily considered patentable subject matter under Section 101,
in addition to anticipation under Section 102 and obviousness
under Section 103. Re-examination allowed patent examiners
to search for potentially invalidating prior art. Re-examination
also freely permitted amendments by the patent owner as part
of the iterative process between the USPTO and the patentee.

By enacting the AIA, Congress created IPRs as a stream-
lined adjudicatory process. Central to the AIA’s scheme is hav-
ing a reliable early indicator of a patent’s quality. Thus, after
a patent issues, the AIA provides for the possibility of an IPR
by technology-trained patent-savvy adjudicators.” This new
type of review is distinct from pre-AIA patent re-examination
procedures in several ways. Unlike prior examinations and re-
examinations, the IPR process is adversarial, not examinational.
Unlike in USPTO patent prosecutions, the IPR Board is not
authorized to conduct its own prior art searches. Unlike in ex-
aminations and re-examinations, the patentee’s ability to amend
claims is extremely limited.® Indeed, in practice, the ability to
amend a claim during an IPR is all but illusory.

Thus, IPRs lack the back-and-forth of patent prosecution
or re-examination. Rather, IPRs are adversarial and adjudicatory,
as is district court litigation—merely streamlined. An IPR’s
exclusive central features are (1) “non-notice” (fact-specific)
pleading by challengers; (2) fact-specific responsive pleading
by patent owners; (3) cross-examination of experts employed
by affidavit, limited to seven hours, following the challenge
and response; (4) a reply; and (5) a one hour lawyers’ oral argu-
ment with exclusion of a “full” record. More fundamentally,
unlike patent examinations, IPRs involve only patents already
granted. As such, the patent holder already owns a recognized
property right with established metes and bounds. Respect for
that property right demands a fundamentally different kind of
review from patent examination.

Like district court litigation, IPRs are adjudicatory; un-
like district court litigation, they are limited to Section 102
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novelty and Section 103 obviousness. Prior art is limited to
patents and printed publications. The USPTO Director serves
as gate-keeper, while the parties present the arguments and art.
A challenger to validity of an existing patent files a petition with
the PTO,’ limited to Section 102 (novelty) or 103 (obviousness)
on the basis of prior art patents or printed publications.® The
petition must identify with particularity both the grounds and
the evidence that challenge each claim.” The patentee may then
file a preliminary response setting forth why the PTO should
not institute IPR.!°

The IPR process streamlines and stages discovery and, ab-
sent good cause shown, requires a final written decision within
twelve months.!! If the PTAB institutes IPR, the patentee may
conduct limited discovery, including depositions of petitioner’s
declarants.'? The patentee may also respond with particularity
to the petition and file supporting affidavits or declarations.’
If the patentee responds, petitioner may conduct limited dis-
covery, including depositions of the patentee’s declarants, and
may file a reply.'* Either party may request an oral hearing.”
A panel of at least three administrative patent judges conducts
the hearing, which the AIA considers to be a trial.'® (Unlike a
district court trial, the proceeding excludes live witnesses and
relies instead on the parties’ paper submissions and attorney
argument.'”) Like district court decisions in patent cases, IPR
decisions of the PTAB are directly reviewable by the U.S. Court
of Appeals for the Federal Circuit.'®

Absent good cause shown, motions to amend are limited
to one per patent, only after conferring with the Board.” As in
Cuozzo, IPR Boards routinely deny such motions.? Since the
AIA took effect in September 2012, parties have filed over 3,400
IPR petitions.?* As of June 15, 2015, the PTAB had allowed
motions to amend in only four IPR proceedings.” In practice,
then, the right to amend has been largely illusory.

In sum, to improve patent quality and to reduce litiga-
tion costs, the AIA created IPRs as “an inexpensive and speedy
alternative to litigation.”” The process bears little, if any, re-
semblance to any previous proceedings within the USPTO.

A. The Problem with Inter Partes Review

As Petitioners’ opening cert petition shows, IPRs filed
since the AIA’s effective date have yielded an unexpectedly
high rate of patent claim cancellation. Of the over 3,400 IPR
petitions filed since the AIA’s inception, as of October 6, 2015,
nearly 85% have resulted in cancellation of some or all the
claims under review.”> One reason, petitioners believe, is that
the PTAB applies a broader standard of claim construction than
the federal courts.” By construing claims more broadly than
the courts, the PTAB necessarily considers a larger universe of
prior art and heightens the potential impact of a given piece of
art. Concomitantly, this increases the likelihood of finding a
patent either anticipated under Section 102 or obvious under
Section 103.

Promoting the progress of the useful arts requires not only
awarding valid patents but also administering a non-arbitrary
system for challenging or upholding them. A non-arbitrary
system requires that the standards for challenging or uphold-
ing validity be the same regardless of the forum. To achieve its
constitutional purpose, the patent system must also strike an
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appropriate balance between patent rights holders and other
innovators. It cannot, and should not, attempt to tilt the play-
ing field based on popular perceptions or political winds. The
Supreme Court should therefore clarify that the proper standard
for claim construction in assessing validity of an issued patent
does not depend on whether the initial forum is a district court
or the PTAB.

Yet the PTAB’s claim construction standard for IPR is
decidedly inconsistent with the standard used by federal courts.
When construing claims in accordance with applicable law,
federal courts must construe claims according to the “plain
and ordinary meaning” of the language of the claim.”” An IPR
Board, however, applies the “broadest reasonable construction”
consistent with the specification. To achieve consistency and
coherence in recognizing the property rights of patent owners,
the Supreme Court should grant cert in Cuozzo to clarify that
the litigation standard—"“plain and ordinary meaning”—ap-
plies in IPRs as well.

Nothing in the AIA itself requires that IPR Boards employ
a “broadest reasonable” claim construction. To the contrary,
such construction is an anachronistic holdover from the
USPTO’s examination and re-examination processes. In those
proceedings, the USPTO examines prior art and raises potential
arguments against patentability using the “broadest reasonable
interpretation” of the claims consistent with the patent’s speci-
fication. The applicant then has the opportunity to amend its
claims in view of the prior art to point out more particularly the
invention claimed. In this give-and-take examinational process,
a “broadest reasonable interpretation” makes perfect sense. In
the context of the AIA’s IPRs it does not.

B. Promoting A Single Standard for Judicial Review

To achieve the AIA’s aims, two adjudicative bodies review-
ing the same patent’s validity over the same prior art should
reach the same result. Indeed, it would frustrate the intent of
Congtess and the purpose of the Constitution’s patent clause
to do otherwise. All adjudications should therefore require a
clear, single standard applicable to all such reviews, irrespective
of the reviewing body.

As with patent infringement, the prerequisite for de-
termining patent validity is claim construction.”® A patent’s
claims determine its metes and bounds and therefore what
distinguishes it from the prior art. This establishes novelty; that
is, what makes the patent neither anticipated under Section 102
nor obvious under Section103.

Without guidance from the Congress or the Supreme
Court, the PTAB has been construing patent claims in IPRs
using the same standard that PTO examiners use in examining
patents prior to issue. That scope is the “broadest reasonable
interpretation consistent with the specification.”” In patent
examinations and re-examinations that standard makes sense
because the process is iterative: the applicant and the examiner
effectively work in give and take fashion to refine the scope of
the proposed claims.?

Buct district courts, in contrast, are bound by the Supreme
Court’s and Federal Circuit law to give claims their “plain and
ordinary meaning.”*! And, since Markman, it has been the duty
of the court, as a matter of law, to determine the meaning of
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the claims.’> The difference between these two standards—
“broadest possible interpretation” on the one hand, “plain and
ordinary meaning” on the other—is believed to be the reason
for the unexpectedly high rate—nearly 85%—of IPR claims
cancellation to date.*

At best, the application of two different standards invites
confusion and forum-shopping. Because the IPR Board is a
surrogate for the district court, the two standards should be
the same.

V. ProMOTING COST-EFFECTIVENESS THROUGH A SINGLE
STANDARD

Congtess could not have been clearer that IPRs should
be cost-effective surrogates for litigation.> Both administrative
adjudication under the AIA and district court adjudication are
reviewable by the same court, namely the United States Court
of Appeals for the Federal Circuit. And although factual deter-
minations underpinning the district court’s claim construction
may be entitled to deference,® the Federal Circuit reviews all
legal aspects of the claim construction de novo. Like the district
court’s construction, that de novo review, requires giving claim
language its plain and ordinary meaning.*

A valid patent must “distinctly claim” the inventor’s in-
vention.” A proper claim construction is therefore an essential
element of promoting the progress of the useful arts. Specifically,
a proper claim construction is central not only to an infringe-
ment analysis but also to a patent’s validity.*® While the former
determines the scope of the patent holder’s right to exclude, the
latter determines the right to exclude at all.

Applying differing standards to a claim construction
reached under an IPR from one reached by a district court
would quickly lead to incoherence. In and of itself, that would
mean that the patent challenger’s choice of forum—i.e., whether
to file IPR petition or a federal lawsuit—could be dispositive,
up to and including the level of Federal Circuit review. More
important, it would unacceptably permit differing tribunals
charged by the same Congress to reach differing results on the
same evidence.”

A coherent approach consistent with the language and
intent of the AIA would apply the same claim construction
standard with which district courts and the Federal Circuit
are already familiar. That standard is the “plain and ordinary
meaning” of the claim language to one of ordinary skill in the
art.® The “plain and ordinary meaning” standard is particularly
appropriate under the AIA because of the limited opportunity
for claim amendment. As the majority below recognized in
both its original and amended opinions, even the USPTO does
not employ the “broadest reasonable interpretation” when re-
examining the claims of an expired patent because the patentee
is unable to amend the claims.*

Nothing in the AIA, moreover, requires the IPR Board
to employ the “broadest reasonable interpretation” for claim
construction. To the contrary, a simple panel majority of two
judges below decided that Congress “impliedly approved” the
rule merely by creating the new IPR proceedings.*

As the Supreme Court has long recognized, however,
“Congress’ silence is just that—silence.”* Here, the purpose
of Congress was to create a streamlined alternative to district
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court litigation. As with district court litigation, the process is
adjudicative, reviewable by the Federal Circuit. If the goal is to
reach the same result on claim constructions, then the standard
should be the same.

Indeed, if the standard is not the same, then the law di-
rected to claim construction will become increasingly muddled.
Inevitably, law developed and refined by the Federal Circuit
when addressing district court claim constructions under the
“plain and ordinary meaning” standard will diverge from that
arising when the Federal Circuit reviews decisions based on the
“broadest reasonable construction” standard. This would be a
disservice to patentees that has no place in patent law and no
grounding in the ATA.

VI. Cuozzo’s SECOND Issue

Ofless importance, perhaps, from the standpoint of intel-
lectual property law but of great importance from a structural
separation of powers point of view is whether the PTAB’s deci-
sion to institute an IPR is even judicially reviewable. On its face,
35 U.S.C. § 314(d) provides that “whether to institute an inter
partes review under this section shall be final and nonappeal-
able.” But does that mean the law merely prohibits interlocutory
appeals of the PTO’s decision to institute such a proceeding,
or that an aggrieved party may not ultimately appeal on the
grounds that the Board improperly instituted a proceeding?

In normal patent litigation, of course, nothing prohibits a
party from appealing a district court’s decision on the grounds
that the court lacked jurisdiction in the first place or that it
erred in failing to grant a motion to dismiss. But does a party’s
choice to challenge a patent’s validity in an IPR accomplish
exactly the opposite result?

The issue arises in Crozzo because of the narrow language
of the AIA’s jurisdictional grant of IPR authority to the PTAB.
Under the AIA, the petition for IPR must identify with par-
ticularity “the grounds on which the challenge to each claim is
based, and the evidence that supports the grounds for the chal-
lenge to each claim.* The PTO may then institute IPR only if
“the Director determines that the information presented i the
petition ... and any response ... shows that there is a reasonable
likelihood that the petitioner would prevail.®

Yet in Cuozzo, Garmin as the petitioner had raised cer-
tain prior art only against claims 10 and 14, and the Director
found that this art did not raise questions of Section 102 or 103
unpatentability against either one of those claims. Instead, the
Director applied against claims 10 and 14 prior art that Garmin
had cited only against claim 17, and invalidated all three claims.
Cuozzo claims that this exceeds the PTAB’s granted authority
because, in essence, neither the petition nor the response®
presented any evidence of the cited prior art with respect to
either claim 10 or claim 14.

In support of its argument, Cuozzo notes that IPR is but
one of three new adversarial administrative proceedings that
the AIA has created for challenging validity of issued patents.
In addition to the IPR at issue in Cuozzo, the AIA also created
“post-grant review,” which is available for patents during the first
nine months after issuance,? and “covered business method,” or
“CBM,” review.*® The difference in how the Federal Circuit has
treated IPRs from CBMs at least lends support to petitioners’
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position that the PTAB’s decision to institute an IPR should
be judicially reviewable.

All three types of adjudication are procedurally similar
in that the PTAB decides in response to a challenger’s petition
whether to instate the proceeding, then conducts a trial-like
proceeding and issues a final written decision regarding pat-
entability. Despite acknowledging in the CBM context that
reviewability of the Board’s decisions is “a question of tremen-
dous prospective importance” that may affect “countless future
appeals,”® the PTO argues that such findings are nonreviewable
in both cases.

Yet just one day after a divided panel of the Federal Cir-
cuit held in Cuozzo that the Board’s decision to institute IPR
is not reviewable because of 35 U.S.C. 314(d), another divided
Federal Circuit panel held in Versaza that the Board’s decision
to institute a CBM proceedings is reviewable, even though
the governing statutory language is identical.”® A later Federal
Circuit panel tried unconvincingly to distinguish Versaza as
“limited to the unique circumstance of [CBM review]” but was
forced to acknowledge in Achates Reference Publ’g, Inc. v. Apple
Inc.,’" that the statutory provisions governing IPR and CBM
review are “identically worded.”>

Accordingly, petitioners in Cuozzo argue, the Supreme
Court of the United States should accept this opportunity to
provide its guidance to the highest lower court of review on
the question, which has already aired the merits of both sides
of the argument in their respective opinions in two separate
cases. Whether the High Court will do so we don’t yet know;
as of December 11, 2015, no conference had yet been set to
vote on whether to grant the petition for certiorari in Cuozzo.
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