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PROCEEDI NGS

JUDGE LI AM O GRADY: Welcone to all of you.
We're excited for our programtonight. Erin has done a
terrific job putting together a wonderful panel of
peopl e who actual ly know the regul ati ons and have
interpreted them and | think are going to be
terrifically informative and hel p us through what's
going on as of today in the Patent Ofice.

And | want to welcone all of you and of
course on behalf of our |eader, Judge Newnman,
unparal | el ed | eader Judge Newman, it's so nice to see
her toni ght and thank you. And of course Ted Essex
joins us. Qur former |eader Al Tranposch is here and
we're pleased to see Al and who's been a regul ar and
our original and first and forenost president.

So on behal f of Judge Lauren and nysel f,
wel come again, and I'mgoing to turn the program over
to Erin Dunston at this time. Thanks, Erin.

M5. ERI N DUNSTON: Wl cone everyone. W
have a lot to cover tonight, and it's a pretty hardy

set of information. So there are two handouts this
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evening. One that's a copy of the slides, and then
another is just portions of 37 CF.R So |I'm not going
to cover every slide this evening, but you do have it
to refer to. And if you have any questions, we'll
hopefully have tine left to be available for foll ow up
guestions. And we will try and have the slides posted
al so on the Inn of Court website.

So to go through relatively quickly,
toni ght we're focusing on concurrent post-grant
proceedi ngs, the dos, the don'ts and tips for creating
a strong record should you go up on appeal or file a
civil action. The primary ones that we're going to
di scuss tonight are inter partes reviews, or |PRs,
post-grant reviews, PGRs, covered business net hod
patent reviews, or CBMs, and not much of a focus
toni ght, but derivation proceedi ngs are anot her option.
[SEE SLIDE 4] This is a nice sunmary of where to | ook to
for the rules governing the various proceedings in 37
CF.R 42.1 to 80, you've got the unbrella rules that
cover all types of proceedings. And then basically the

100s, you have the inter partes review information.
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200s, PGRs. 300s for the CBMs. And 400 for the

derivation proceedi ngs.

[SEE SLIDE 5] This is the basic tineline, and we're going

to come back to this at several points tonight, for the

trial proceedings. GCenerally, for exanple, with an

I PR, the petitioner files the petition and then the

pat ent owner has three nonths to file their prelimnary

response. It's not mandatory, but they have that

option. And the panel's going to talk a little bit

toni ght about sonme pros and cons of doing that. And

then no nore than three nonths after that, the Board

wi || decide whether or not to institute the proceedi ng.
The patent owner then has their actual

response, and if they wish to, they can nove to anend

the clains. And before that, the patent owner has

their discovery period. Then the petitioner has their

di scovery period, and the petitioner replies to the

response and any opposition to the anendnent. Go back

to nore discovery by the patent owner, and then the

pat ent owner does their reply.

And the next major event is the hearing set
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on the request. The hearing occurs, and then there
will be a final witten decision.

The goal for these proceedings is from
instituting the proceeding to the decision hopefully
not nore than 12 nonths, but that can be extended for
cause.

[SEE SLIDE 6] This is a nice summary of the differences
bet ween -- or anong, rather, IPRs, PGRs, and CBMs. All
patents are eligible for IPRs, whereas only the first
inventor to file patents are eligible for PGRs. The
petitioner cannot have filed an invalidity action, and
the petition may -- nust be filed no nore than one year
after service of the infringenent conplaint. And for
IPRs, it's only 102 or 103. So 35 U S.C. Section 102
and 103 anticipation and obvi ous only -- obvi ousness
only for I PRs based on patents or printed publications.
Wher eas once PGRs cone into play, your options are
greater. You can do 101 and 112 other than best node.
CBMs, both first inventor to file and first to invent
are eligible, but it has to be a covered business

nmet hod patent, and that is set forth in the

Gore Brothers Reporting & Videoconferencing
410 837 3027 - Nationwide - www.gorebrothers.com




© 00 ~N o o b~ w N PP

N N N T e T e e
P O © 0 ~N o U A W N B O

regul ations. The petitioner has to be charged with

i nfringenment, and |ike PGRs, you have 101, 102, 103,

and 112 except best node.

[SEE SLIDE 7] What is the standard for instituting one of
t hese proceedings? For an IPR the petition itself

must denonstrate a reasonable |ikelihood that the
petitioner will prevail as to at | east one of the

clainms chal |l enged, whereas for PGR and CBM the

petition nmust denonstrate that it is nore likely than

not that at | east one of the clains challenged is
unpat ent abl e.

[ SEE SLI DES 8- 19] And these generally are just sone details
and sone specifics on the general information | just

went over, sSo you can review that basically at your

| ei sure.

[ SEE SLI DES 20-22] Very recently, which was wonderfully
conveni ent, the Board posted sone statistics and these
are as of January 9 of 2014. So again, if you're
curious as to how many have occurred, how many have

been filed, in what art areas, how often the patent

owner is filing that prelimnary response, and
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basically the disposal rate and situation, that's in
here and al so on the Board' s website.
[ SEE SLI DES 24-25] Little bit of a sunmmary of the various
proceedings. And then here's where you nay al so want
to |l ook back to. Sone hel pful links. [SEE SLIDES 26-27]
The Al A generally, the regul ati ons, PTAB and what not.
And then this one is especially hel pful and hopefully
wi Il work. The Board has on its website representative
orders, decisions, and notices, and they categorize them
So if you're looking for a particular issue, that's a
weal th of information there.

Okay. So that we can get to the panel,
we' ve developed a little bit of a fact pattern buil ding
upon the facts that the Inn of Court has used so far
this year. [SEE SLIDE 28] And turns out that Dr. Rube
ol dberg got over his ethics issues that we addressed
| ast tinme and he successfully got two patents, the '123
Pat ent and the ' 456 Patent.

The '123 Patent is a big one. I1t's got 80
clainms. It's a got a mx of conposition clains and

met hod cl ai ns. And then the '"456 is nuch small er. It
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only has 11. The ' 123 issued back in June of 2010, and
the '456 issued just last year in April. Excuse ne,
was filed in April and issued just over a week ago.

Dr. CGol dberg has given all of his rights in
both patents to 3 obocorp. And this past August,
d obocorp sued Smith Conpany for infringenent of
certain clains of the '123 Patent here in the Eastern
District of Virginia, and the case was assigned to
Judge O Gady. And G obocorp has in mnd that it's
going to sue Smth Conpany for infringenent of the
' 456.

Sm th Conpany wants to file one or nore
| PRs on the '123 Patent and the '456 Patent. Smith
thinks that certain clains in the '123 Patent are
invalid under 101, and then they think nmany of those
clains are antici pated by the Jones publication, and
other clains are obvious in view of the Jones
publ i cati on conbi ned with the Day and the Reavis
publications. And they also think that all of the
clains of the '456 Patent are obvious in view of two

publ i cati ons.
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So toni ght we've assenbled a very tal ented
panel . W have Todd Walters and diver Ashe, who are
experienced interference practitioners and also are
starting to do these IPRs and be very much involved in
t hese new post-grant proceedings. W have fromthe
Patent Trial Appeal Board Judges Boalick and Lead Judge
M chael Tierney. W have Eastern District of Virginia
Judge Liam O G ady. W have Don Coul man of
Intell ectual Ventures, and Phil H rschhorn from
Buchanan, Ingersoll and Rooney.

And tonight, Todd and AQiver are going to
serve or take the role basically of PTO counsel. Todd
for the petitioner, who's going to be Smth Conpany,
Adiver for the patent owner or { obocorp.

Dr. Coulman's going to give us the in-house perspective
for both the petitioner at tinmes and the patent owner.

The judges are going to share sone coments from what

t hey' ve observed so far. And Phil's going to take the
role of District Court counsel for the patent owner.

So the first question goes to Todd. |If

Smth Conpany wants to file an PR on this '456 Patent,

10
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you know, they approach you, where do you start?

What -- what things do you start thinking about and
how -- what happens between when you're approached and
getting that petition on file?

MR TODD WALTERS: Well, the first thing,
Erin, that you really have to do, particularly when
you're facing Aiver Ashe in a proceeding, is nmake sure
t hat you understand what the clains nean. And in these
proceedings, the clains are going to be given the
br oadest reasonable interpretation. So you have to go
t hrough every claimthat you want to chal |l enge el enment
by el enent and nake sure that you understand exactly
what the clains nean.

Once you have that figured out, | think
it's a good idea for you to create claimcharts and
then go through the prior art and nake sure that you
have in the prior art identified where every el enent of
every claimthat you want to challenge is found. And
there will be holes in sone clains, and you' re going to
have to find out howto fill those holes in terns of an

obvi ousness argunent. And then after you get your

11
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claimcharts figured out, you're going to have to be
able to explain to the Board ultimtely why one woul d
conbi ne the references to arrive at the cl ai ned
invention and why it is obvious.

It's really checking all the elenents off
and if you have to conbi ne references, providing an
expl anation of why one woul d conbine the references, in
my mnd. |If you can do that, you have a good chance of
bei ng successful. But you have to support that then
wth an expert who can go through and identify what
each of the terns nean, identify where each of the
el ements of the clains are found, and identify why when
you' re conbi ning references there would be a good
argunment of obvi ousness.

MS5. ERIN DUNSTON: We nentioned earlier
that Smth Conpany really likes its 101 argunent on
that '123 Patent. How are you going to work that into
t he | PR?

MR TODD WALTERS: Yes. So with the |PRs,
the only thing that you can raise is anticipation and

obvi ousness in terns of an attack on the cl ai ns. A 101

12
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chall enge is not available in an PR You woul d have
to do that in a post-grant review, and that's not
available with regard to the '123 Patent because it's
not a post Al A patent.

M5. ERIN DUNSTON: Okay. Also, the '123
Patent, even with regard to the anticipation or
obvi ousness issues, it has a lot of clains. 80 clains.
They want to chall enge many of those. You' ve got a
60-page |limt at 14 font for that petition. How are
you going to address that many clains in that short a
docunent ?

MR TODD WALTERS: And | think when you
| ook at a patent that has a | ot of clains, and
particularly if the clains are long clains, you wl|l
recogni ze once you put your claimcharts together that
you're going to have page limtation problens wth
filing an PR What a nunber of people are doing and
doi ng successfully and really w thout challenge is
they're filing nultiple PRs on the sane patent on the
sane day. That allows you to get additional pages. It

allows the Patent Office to coll ect additional fees,

13
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and that seens to be going rather snoothly. So that
woul d be ny recomrendati on.

MS. ERI N DUNSTON: Judges Ti erney and
Boal i ck, how do you feel about that? Wat if you're
getting nore than one | PR on a given patent, what are
your thoughts there?

JUDGE SCOIT BQALICK: | guess we feel good.
The -- | nmean, if nothing else, | think the page limts
hel p focus the m nd and the effective advocacy because
contrasted wth, say, the page unlimted filings that
we had in sone of the prior inter partes reexans which
woul d go on for hundreds or thousands of pages, | think
t he focused argunentation that's required here and the
ef fective advocacy which | think can be put forth by
the folks here in this roomreally help again focus the
I ssues for decision in -- in these proceedings. And
M ke, do you have further?

JUDGE M CHAEL TIERNEY: Well, keep in mnd
one of the things that we did in these proceedi ngs was
to try and ensure that we had a stream i ned process.

Because as you saw earlier, we do have a strict

14

Gore Brothers Reporting & Videoconferencing
410 837 3027 - Nationwide - www.gorebrothers.com




© 00 ~N o o b~ w N PP

N N N T e T e e
P O © 0 ~N o U A W N B O

timeline which fromthe date we institute and the date
we conplete, Congress told us to get that done in no
nore than 12 nonths. Now, there could be a good cause
exception. But trying to neet the tinelines when you
have what Judge Boalick nentioned, 300 pages, say even
1000 pages in a petition would be a little bit
burdensonme not only on the office, but also on a patent
owner. So we did cone up with sone page limts.

We understand there are circunstances where
you may need nore pages. |If there's 80 clains, you
can't neet the 60-page requirenent. W need to have an
escape val ve essentially. One way of handling this was
to allow a second petition. The statute provides for
it. So where a second petition cones in, that's just a
part of the way it's handled. But again, we do want to
encourage parties to not necessarily file a second
petition where only one would suffice.

Keep in mnd, we want to keep things
focused. The fact that you have ten different
argunents, ten different references does not nean you

shoul d necessarily keep filing petitions to get every

15
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one of those argunents before us. You want to focus a
judge's attention. Too nmany chall enges nay nake for an
unf ocused petition. You may find that nany of these
becone redundant or are conpletely denied. So again,
you have that escape valve to use a second petition,
but use it judiciously.

M5. ERIN DUNSTON: kay. So for an |IPR
t he base fee is 9,000 for the request and 14, 000 for
t he post institution fee. So you've got about $23, 000
and maybe even sone nore dependi ng upon the nunber of
cl ai ns.

So Dr. Coul man, what do you think as
i n- house counsel for Smth Conpany, you know, you're
going to do at | east one of these, naybe nore. Wat
are your thoughts on those fees and, you know, how does
that conpare to District Court and any ot her
di stinctions that you' ve seen as in-house counsel ?

MR DON COULMAN:  So | think that what you
see very quickly is although the $23,000 price of an
| PR seens expensive for those that are famliar with

reexans, reexans a couple years ago, | would argue that

16
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when you | ook at the costs, both the attorney fees and
t he expenses of filing, it's still rmuch |less than the
costs for litigation. So | think there's a |ot of
advantage to the in-house counsel if you have had a
patent filed against you in suit to consider an |IPR

There's also the timng issues. The timng
is going to be much quicker in an IPR As Judge
Tierney alluded to, it's 12 nonths. It's approxi mately
18 nonths fromthe date you file a petition, you wll
have a deci sion fromthe Board.

|'d also |i ke to enphasi ze fromin-house
counsel the need for strategy. And |I'll say strategy,
strategy, strategy over and over again, because | think
the '456 Patent alludes to sonething that | woul d be
asking i n-house counsel -- or | nean, outside counsel
handling this matter for nme. And that is if you notice
the filing date of the '456 is first to invent, so PGR
is available on '456. So you have to | ook at the |IPR,
the PGR \What is estoppel? They're both, as far as |
know, they are still the sanme, even though |I know the

techni cal anendnents package was trying to change that.
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But the PGR threshold for the initiation is nore likely
than not, whereas the initiation of an IPRis a
reasonably |ikelihood of success. | would argue that
nore |likely than not is probably 50/50, reasonable
i kelihood is greater than 50 percent. So I'd |ike
out si de counsel to provide guidance as to whet her |
shoul d consider a PGR or an | PR

Di scovery in the PGR also | believe has a
| oner standard. W don't have a lot of information on
t hese because the first to invent patents are not
really out there yet, although | think there's a few
But discovery in PGR has a | ower standard. It's good
cause versus an PR which is in the interest of
justice. So basically initial discovery in an IPR as
we'll get into later, is going to be very m ni nal.

MS. ERIN DUNSTON: All right. So |I'm going
to ask Todd al so, Smth Conpany was sued for
i nfringement on sone of the clainms of the '123 Patent,
clains one to 20 and 40 to 55, here in the Eastern
District of Virginia, and Smth Conpany was served with

t hat conpl ai nt on August 24, 2013. Wat winkles or

Gore Brothers Reporting & Videoconferencing
410 837 3027 - Nationwide - www.gorebrothers.com




© 00 ~N o o b~ w N PP

N N N T e T e e
P O © 0 ~N o U A W N B O

19

i ssues does that bring to the petition drafting
process?

MR TODD WALTERS:. For IPRs, they will only
have one year from service of the conplaint to get the
petition on file, so they're going to have to work
pretty hard to get their petition in good shape, get
their expert lined up, get their evidence |lined up, get
their declarations fromexperts, and be prepared to
file desirably in advance of the one year deadline
because a |l ot of petitions can get bounced for a nunber
of reasons. But it would be good to file it before
that -- that deadline, well before it, to find out if
you have a problem But in any case, nake sure you
file it at least by that one year anniversary.

MS. ERIN DUNSTON: And with regard to that
one year anniversary, to the PTAB judges, nmay you file
on that day literally one year from service of the
conplaint or is that being construed as just shy, you
know, 364 days from service of that conplaint?

JUDGE SCOIT BQALICK:  Well, when we | ook at

t he | anguage of the statute, it says the petition is
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filed nore than one year after the date. So one year
is okay. |It's not nore than one year. So 366 days
woul d be a problem

M5. ERIN DUNSTON: Okay. Geat. And I
forgot to nention earlier, the panel has been kind
enough to permt this proceeding to be transcribed. So
we have a court reporter in the back, and while it may
not be binding, it may be helpful. And we will get
t hat posted as soon as we can on the website.

Ckay. Going back a little bit to the fact
that not all of the clains of the '123 Patent were the
subject of that infringenent suit. To the PTAB judges,
does the one year clock still start ticking for the
clains that were not part of the infringenent suit?

JUDGE SCOIT BOALICK: So, again, it says
that it is for the patent, so yes, it's for all clains
of the patent. It's not claimby claim |It's the
service and the filing is on the patent itself.

M5. ERIN DUNSTON: All right. So we are
going to fast forward in tinme, and it turns out that

Todd and Smith Conpany got everything done and t hey
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were able to file the petition within the one year.
And so now turning it over to diver Ashe and
Dr. Coul man as counsel for d obocorp, they just got
this valentine. You' ve -- you now have this petition
and you actually got three of them two for the '123
Pat ent, and one for the '456.

So, diver, what do you do first or what
runs through your head?

MR OLIVER ASHE, JR : Well, | think at
this point, | would probably have been advi sing
d obocorp for several nmonths now that this type of
proceedi ng was a distinct possibility. Gven the
nunbers that we see fromthe Patent Ofice, | think
about 80 percent of the cases that are involved in the
| PR proceedi ngs are involved in concurrent litigation.

So the first thing is if you're involved in
litigation, part of your checklist should be preparing
for potential IPR And if you don't do that, you're
goi ng to be behind when you actually get these
petitions served on you. And | think a recurring thene

wth ny comments tonight will be to plan ahead and act

21
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pronptly.

And as M. Coul man suggested, everything
about these proceedings involves strategy. And in that
sense, they're very simlar to interferences in the
sense that they are very front-loaded in terns of the
finances and al so substantively pl anni ng out what your
gane is going to be. You do not want to be involved in
t hese proceedings with a strategy of fighting fires as
they appear in front of you. |If you do that, you get
bur ned.

So if |I received these petitions, we were
served petitions, the fact pattern says that they were
served within the one-year period so that's sonething
that | would i medi ately check off ny list in terns of
things that | would need to be worried about and
stri king them

But the very first thing that is triggered
by the service of the petitions is nandatory
di scl osures, and that would include identifying the
real party in interest, related proceedi ngs, your |ead

and backup, | ead counsel. These are all things that
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really need to be thought out ahead, especially, for
exanple, if the patent is co-owned or exclusively

i censed, you might want to give sone thought to if
this type of petitionis filed, who is going to be ny

| ead counsel? Under the agreenents that are already
exi sting, do they contenplate an | PR proceedi ng? And I
know frominterference experience, oftentines the
agreenents tal k about prosecution and litigation and
interferences fall sonmewhere in the mddle. So the
first 21 days you m ght have an internal fight about
who' s sel ecting counsel, who the counsel's going to be.

So these are all just com ng back to the
thene of you really need to be thinking ahead, and
especially if you' re in litigation, anticipate that
this would be comng. So because | was advi si ng
d obocorp, we have all of that covered.

The first thing -- the next thing that
we're going to look at is the patent owner prelimnary
response. And really, this is the nechanismfor patent
owner to have a voice in the proceedi ng before the

Patent O fice decides whether they're going to
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institute a trial. And there are -- | see it as kind
of a spectrum of issues that you could address in this
pat ent owner prelimnary response.

At one end of the spectrum there are
things such as statutory bars that m ght apply,
est oppel agai nst the petitioner. But as you kind of go
down toward the other side of the spectrum you get
into nore substantive issues such as cl aim
construction, which could be a critical issue for your
pending litigation. And then at the very far end of
t he spectrum woul d be the actual nerits of the case.

So early on you need to decide what issues
are you going to address in the patent owner
prelimnary response. | think that you would be well
advised to identify and address any issues that go to
standard. |Is there a statutory bar? |s there estoppel
that applies against the petitioner? Then you really
need to decide on a case by case basis how nmuch you
want to get into sonme of these nore substantive issues,
such as clai mconstruction.

And really when you get to the far end of
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the spectrumin terns of addressing the nerits for
exposed grounds of patentability, | think in nost
i nstances you'd be doing yourself a disfavor to address
t hose i ssues because what you're doing is |aying out
your position on the record. The Board is nore likely
than not they're not going to give a lot of weight to
your attacks if it's really a dispute as to fact and
would likely turn into a di spute between experts, but
what you' ve done is you' ve laid your position out early
on and then the proceeding gets going and really the
petitioner has about six to nine nonths to study and
pi ck apart your position before they need to respond.
So there are sone strategic disadvantages | think to
really getting into substantive issues.

The next thing that happens is if these
petitions are granted and a trial is instituted,
anot her m nor procedural detail that can really nmake a
difference is the patent owner has an opportunity to
object to evidence inmediately. And if you don't do
that, you forego your ability to later nove to strike

t hat evi dence.
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So ininterferences, this wasn't a big deal
because there was al ways an appeal to a District Court
that woul d be avail abl e to suppl enent your evi dence.
Here | see it as a nuch higher val ue target because you
can't suppl enent your evidence. The only route of
appeal for these proceedings is through the Federal
Circuit. So really your objections early on within the
first ten days if you -- after the trial is instituted,
t hose need to be on record.

O her things that you would want to think
about early on as soon as you're aware of the
petitions, what is really the strength of these
patentability argunents? 1|s it possible that |I'm going
to want to anend ny patent clains? And there are
proceedings for doing that. You can file a notion to
amend or substitute your clains. You can also disclaim
certain clains, and that's sonething you need to inform
the Patent O fice about very early on once the trial is
instituted, and that's a big decision. So you want to
be thinking about that well before the trial's actually

i nstituted.
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| think there are al so potential issues
with regard to discovery, and Erin, in the tineline,
you see on the lower part of it there are three periods
that are identified there: patent owner discovery
peri od, petitioner discovery period, and anot her patent
owner discovery period. There's actually potentially
di scovery even before the trial is instituted. |If you
have a question regarding real party in interest, for
exanple, it's possible that you coul d approach the
Board and seek di scovery on that issue.

So all of these issues you need to be
t hi nki ng about ahead of time. That particul ar fact
doesn't apply to this case, but it just reinforces you
need to really think through this and you need to be
pl anni ng through this, because once the trial is
instituted, as Judge Tierney enphasi zed, the Patent
O fice is under very strict tine constraints to resol ve
t he i ssues.

So that is, you know, nmy initial take on
how I woul d advise the client and hopefully where we

woul d be on the day that you receive those petitions.
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M5. ERIN DUNSTON: Do you have anyt hi ng,
Dr. Coul man?

MR, DON COULMAN:  Yeah. So I have as
I n-house counsel for dobo, | would be asking Aiver to
determ ne for ne whether or not if the petition and --
or there's nost likely it's just the petition, but if
there are procedural errors. |If you |look at these
IPRs, initially |I think the Board has done a fabul ous
job with their paralegals and the staff and everything
of looking at these petitions and early on they were
finding a | ot of issues and they were pointing those
out and giving people opportunity to change. Wat's
not clear at least to me fromthe rules is what happens
when the Board m sses an issue such by -- such as
attorney argunents in the claimcharts? That's
sonmet hing that the PTO has done a great job, | think
they still are predom nantly doing that, but as we see
t he nunmber of these dranatically increasing, as a
pat ent owner | have concerns.

And basically what |1'masking Aiver to do

istown | want himto wn. | want himto prevail.
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So what |1'd ask is if the Board does not catch an

i ssue, how do you handle that? Do you just put it into
your patent owner prelimnary statenent or do you ask
the Board for a conference call? Because what are

the -- what are -- what is the likelihood that the
Board on sonmewhat of a technical, arguably a technica

i ssue |ike attorney argunents being in the claim
charts, are they going to really deny the trial? O
generally if the Board catches this early on, they wll
grant the filing date, then they give a few days for
the petitioner to correct and the patent owner still
has to go forward with their three nonths fromt hat
docket date to file the patent owner prelimnarily
response.

But what happens if the patent owner finds
this a nonth in? Are we supposed to have a conference
call or do we just put it in a patent owner prelimnary
statement? Because | want to know how | can get rid of
this PR, and so | nmay push that to Judge Ti erney.

JUDGE M CHAEL TI ERNEY: Just a brief

comment. We've had -- our paralegals do a very nice
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j ob goi ng through, screening the cases, and but no
one's perfect. There's going to be tines where things
are not 100 percent caught. W understand that.
However, we have to understand rule of reason really
does apply. And we actually had one case and the
paral egal says we -- the party wants a conference call
and the judge said why do they want a call? The case
has just been filed, it's in the first nonth. And the
party wanted a call because they'd found, the paral egal
didn't know, that the footnote was in single space

i nstead of doubl e space, and they wanted to stri ke the

petition which would have then, because of the bar,

precl uded us fromgoing forward altogether. | think
the judge handled it very well. He said we don't have
the need for a call on this. |If they feel so inclined,

they can point it out in their patent owner prelimnary
r esponse.

However, keep in mnd these are rules,
they're not statutory requirenents to single space,
doubl e space. If there's mnor defects that weren't

caught by our paralegals, do we really want to be
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spending much tine on that? And we're free to put it
in a patent owner prelimnary response, but --

MR. DON COULMAN:  Ckay.

JUDGE M CHAEL TI ERNEY: So not ed.

MS. ERIN DUNSTON: To the judges, about
what percent of the tinme in I PRs are you seeing that
t he patent owner does that prelimnary response? And
how, if at all, does it inpact your decision or help
you make your decision whether or not to institute a
pr oceedi ng?

JUDGE SCOTT BOALICK: It | ooks |ike you
have the answer on the screen here as far as the nunber
of times we're seeing petitions that have the patent
owner prelimnary response. | think how does it i npact
our decision? | nean, the Board will nake a decision
wth or wwthout the prelimnary response; however, the
prelimnary response can be hel pful to point out
reasons why no trial should be instituted, say if there
are bars. And this has happened where the prelimnary
response pointed out that the filing should be barred,

that's hel pful because in the absence of that, we m ght
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think this appears to be a bar but we haven't heard
fromthe other side.

Also in the areas of claimconstruction, if
you don't set forth your claimconstruction, you're
essentially relying on the Board to proceed w t hout
your instructions to us on how you think clains could
be construed. So essentially | think there's, as in
many of these things, a strategic decision on the part
of the patent owner as far as whether and when they'd
like to file these. And as you can see, sone nunber,
slightly less than half of the tine we're seeing
prelimnary responses fil ed.

JUDGE M CHAEL TI ERNEY: Just want to point
out, if you look at the statistics you'll note al nost
all covered business nethod chal |l enges have a
prelimnary response, and that's because as d i ver
nmenti oned and Judge Boalick nentioned, if you have
guestions of standing, the tinme to bring it upis in
your prelimnary response because it could prevent
the -- preclude the trial fromgoing forward. And

al nost every case in the covered business nethod,
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there's a challenge | assunme that doesn't neet the
requi renent. You al so see issues of real parties in
interest, we have had a few i ssues of those cone up.

And | know one judge here has actually
declined to institute because a real party in interest
i ssue has been identified where the real party had not
been properly identified. Wen the real party was
identified, they were precluded under 315 B, which is a
bar nore than one year service of the conplaint. So
those are challenges we typically see in claim
construction issues.

M5. ERIN DUNSTON: Is it correct that if a
patent owner elects not to do the prelimnary response,
they can alert the Board in | ess than three nont hs?

And what, if anything, happens to the Board's cl ock and
iIs that a potentially a good strategy for the patent
owner to get this noving and give the other side |ess
time?

JUDGE SCOIT BQALICK: Certainly if the
pat ent owner decides not to file prelimnary response,

they can notify the Board which at that point
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essentially start -- we know that we're going to start
wor ki ng on our initial decision on whether to
institute. So it does potentially accelerate the
proceeding. And fromthe standpoint of the amount of
time fromthe initial filing, it mght decrease that

ti me because in the absence of the filing or notifying
the Board that a prelimnary response will not be
filed, the Board is essentially waiting '"til the date
passes for that -- that filing before the clock starts.
In other words, it will be a longer tine before the
deci sion. So, yes, you can accel erate things.

JUDGE M CHAEL TI ERNEY: And just to point
out, when we're talking the clock for the Board, the
three nonths up there, it's a statutory clock. Once
t he wai ver occurs, it starts the statutory clock so you
know within three nonths you'll have a deci sion.
Hopefully three nonths. Two nonths and 30 days naybe,
but we will not mss the statutory deadline.

M5. ERI N DUNSTON: And that was one
question what the word wai ved neant there. Wether it

was the patent owner telling you I'mnot going to file
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one? OCkay. Al right.

So we're going to fast forward in tinme a
[ittle bit. It turns out that one of the petitions for
the ' 123 Patent was granted, and the petition for the
'"456 Patent was granted. So two proceedi ngs have been
instituted. And this is basically to the entire panel
but we'll start with Todd because he does have a
flight to catch pretty soon. You know, now what? This
proceedi ng has started, or perhaps wth the judges and
then to Todd, can you wal k us through those initial
stages what to expect and the order of events?

JUDGE SCOTIT BQOALICK: Ckay. So this is

after the petition has been instituted, so we have the

deci sion on institution invol ved. I n that deci sion,
there's a scheduling order that cones out that wll set
the initial schedule for the trial. It will set up a
time for an initial conference call. Wat's happening

in the neantine at the Board is the panel is neeting
and di scussing the issues that they see, and in the
meantime the parties will alert the Board as far as any

notions that they intend to file in preparation for the
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initial conference call

So that's -- those are our initial stages
where we are working to see what notions are going to
be filed, whether there are -- at the call itself, we
have a number of things that we di scuss including
whet her there will be any anendnents to the clains that
are bei ng thought of, whether there are any settl enent
negoti ati ons and what stage those negotiations are in.
Also if the parties wish to adjust the dates, generally
they are free to agree anong thensel ves to adj ust many
dates in consultation with the Board, except for the
date of the hearing essentially is al nost never
adjusted. But they're free to propose adjustnents.

Also, if there are any discovery natters
t hey' ve al ready agreed upon or any other initial
matters that need to be discussed, they're free to
bring that up at the initial conference call

JUDGE M CHAEL TI ERNEY: Just want to point
out also that many tines, this is our first instance
where we're actually having an initial conference call

interactions with the parties thenselves. Once in a
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while we will have conference calls before the
institution such as the real party in interest question
or maybe a questi on of discovery pre-institution, but
al nost always ny first call is going to be the initial
conference call. That's where | get to hear fromthe
parties, what are their thoughts on the schedule, are
they going to be able to neet these dates, are there
reasons -- for exanple, | had one party say this is ny
weddi ng anni versary on this date, we've already got the
tickets paid for, | need to nove it back a week. The
ot her party was nice and agreed to change it. But
those are the kind of conversations we want, that back
and forth with the judges and the parties discuss where
we expect this case to go. Key issues is discovery
nmention, protective orders, are there any settl enent
t al ks.

Al so because these are fairly new
proceedi ngs, we've been doing them over a year but
still there's quite a few people that do not have
practice in them Once in a while you have a party who

needs to have a little nore gui dance on our rule
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packages and how we handl e di scovery issues, how we go
forward with say notions to anend. Because unlike ex
parte prosecution, the notion to anend process i s nuch
nore restrictive. By statute, remenber it's not an
unlimted right to anend, it's nore a right to anend
than it is a reasonable nunber of clainms. So these are
the kind of issues we want to have a di scussion on and
get that back and forth so we can see where we are
going in the case.

A key issue for us is we don't |ike

surprises. Surprises can cause delay thus increasing

expense. So by having the conference call, we reduce
the likelihood that one or another in the case will be
sur pri sed.

MS. ERI N DUNSTON:. Ckay. So Todd, wal k us
t hrough maybe those first few nonths after institution.

MR TODD WALTERS:. Yeah. | can repeat what
diver said about getting ready, and that is you should
pl an ahead for institution of the trial. Because once
the trial does start to go forward, it's going to go

forward wth or without you. Wen they set the
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schedul e, the Board really neans it. And | had a
recent experience where we had an expert who fell ill
and had to go through treatnent, and the Board was very
synpathetic to the extent that they would give five
weeks of extra tinme, but they weren't going to change
that final date and they wanted us to work it out so
that we could get all of our discovery in, all of our
papers in, and be ready for that final hearing.

So if I can give any advice, it is try and

figure out in advance what the schedule will be.
You'll know about when the trial wll be instituted,
and you'll know then pretty much when papers will be

due. Make sure your w tnesses are going to be
available. And if they're not available, I'lIl tell you
what the Board told ne. That is, you better find
anot her substitute expert for that 645 pages of
testinmony, and that expert better be ready to sign off
on those decl arati ons.

So these cases will go forward with or
w t hout you. Make sure you're prepared and nake your

W t nesses are ready.
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M5. ERIN DUNSTON: And diver, you touched
on it earlier and Don a little bit, to anmend or not.
What are your thoughts there? And Judge Tierney
nmenti oned there's a general presunption of basically a
one to one correspondence there. Do you think it
conveys any sort of weakness or do you think it's just
a tough decision you essentially have to reach? Any
t hought s there?

MR CLIVER ASHE, JR : Sure. | think it
depends nostly on the patentability grounds that have
been asserted. |If they're strong grounds and you think
t hat you can anmend the cl ains, wal k away wi th sonething
that is allowable and still of value to you in the
litigation or, you know, whatever your purposes are, |
don't think that there's any adverse inferences, at
| east from-- fromthe Board' s perspective, and this is
just ny sense, that, oh, they think they have a weak
case, it's essentially a position. So that would be --
that's ny viewon it.

M5. ERIN DUNSTON: Do you have any thoughts

or anything to add, Don?
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MR DON COULMAN:  So the one thing that,
you know, with the -- the discovery, one of the things
that you need to understand very carefully with PR |
think in sonme of the initial IPRs that were filed in
2012, a lot of litigators were thinking that it was,
you know, open-ended discovery like litigation, and it
is not. The IPR discovery is extrenely difficult I
woul d say for additional discovery other than the
declaration. |It's the standard that you nust neet iIs
in the interest of justice. And |I'mnot exactly sure
what circunstances | can provide that woul d neet that
standard. So the standard for District Court is rnuch
| ower obviously and so di scoveries could be very
limted.

"1l also point out that the Federal Rules
of Evidence generally apply, so as a patent owner, you
need to be | ooking at the Daubert standard -- well, as

both parties, you're going to be |ooking at the Daubert

standard. You know, in the deposition, howreliable is

that expert? There's already one or two cases |'ve

seen where there's been nptions to exclude because the
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expert changed positions.

In one case that |I'maware of, the expert
filed, they filed a petition, they filed the
decl aration, the expert said certain things. And then
in a subsequent deposition, the expert said, oh, no, |
made a m stake. This is not what, you know, this
element -- this elenent is not taught by this in the
prior art, it's really taught by this. That decision
hasn't come out yet, as far as | know, and so it
remains to be seen where the Board's going to go there.

You know, there's also the re -- |I'll point
out that there's a responsibility for court reporters
and everything. In IPRs, the deposition cost and that
are | think the flip of what it is in District Court.
The proponent of the declaration is the one who w |
bear the costs, so that | think is the opposite of what
District Court is, and that's sonething that one needs
to be aware of. And that's about it.

M5. ERIN DUNSTON: So up to this point,
we' ve been focusing an awful | ot on these proceedi ngs

before the Board, but we also want to take a | ook at
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what's going on in the District Court proceeding.

So there are now concurrent proceedi ngs.

We have the infringenent litigation in the Eastern
District of Virginia before Judge O G ady, and then the
| PRs going on before the Board. Phil, as lead D strict
Court litigator for d obocorp, the patent owner, what's
goi ng through your head now? What are you thinking
about ?

MR PH LI P H RSCHHORN: Let ne start from
the beginning. W filed as the litigator, not
registered in the PTO. | -- | know I'm not going to be
able to go in and do an I PR on nmy own, so |'m |l ooking
really fromthe get go, | know that there's a
| i kel'i hood that there's going to be a 102 or 103
chall enge. |'mthinking about that ahead of tinme, and
what Todd said and what A iver said, | think we could
all agree is that we're going to try and prepare ahead
of tinme as best we can as the patent owner for
anticipating what is actually going to cone down the
r oad.

Now, in the end, I'mnot going to know al
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of the art that Smth Conpany may be relying on in
their petition, but |I have the advantage. | amin the
District Court. |I'min the Eastern District of
Virginia. W're going to nove quickly, and so I'm
going to try and nove that case along so | can get to,
if I wanted, a clains construction. | can keep Smth
Conpany off bal ance, and at the sane tine | start

| ooking for who's going to help ne in the office. And
| talk to diver and Todd. Todd tells ne he has a
conflict. Wn't tell me what that conflict is. He
surfaces later as Smth's counsel. But diver and |
are now linked at the hip and really should be. And no
matter what |'mdoing in the District Court, no matter
what is happening in the PTO before the PTAB, we are
going to have to be working very, very closely together
fromthis point on. And | think it goes right back to
all of the preparation that Aiver was tal ki ng about.
It's know ng what the references are, know ng what the
el enents are, knowi ng how we're going to have a
strategy to defeat any one of these individual

references or their conbi nati on.
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M5. ERI N DUNSTON:  You nenti oned t hat
you're not registered to practice before the Board. Do
you want to hop in a little bit and see that here?

MR PHLIPHRSCHHORN. | do. | want to be
i nvolved. 1've been involved already. Don hired ne

when he did in his dual roles as both Smth's counsel

and G obocorp's counsel. He recognized that that was a
possibility. But, yes, | want to be involved. | think
|'ve got sonething to offer. | ama litigator. | |ook

at things statistically that way, and | think it's a
slightly different | ook than sonebody who's involved in
the office has all the time. And I'mgoing to try and
have Adiver help nme to get into the office through pro
hac. Can you do that for ne?

MR OLIVER ASHE, JR : Sure. Yeah, there
is the ability to request that Phil be admtted for
pur poses of the case. |It's discretionary for the
Board, and | think that some have been granted. But
per haps Judge Tierney would comment on it in terns of
t he Board's views on those types of notions.

MS. ERI N DUNSTON: And two things there.
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As Phil nentioned, you know, he's been litigating this
'123 Patent for some tine. You know, he knows it I|ike
t he back of his hand, so he wants in. But he'd al so

| i ke one of his colleagues to get in, Susie. She has
not yet been involved with the litigation, but she

would like to. So if the judges could talk a little

bit about if -- if they have these requests for both
Phil and Susie to cone in, what -- what they're
t hi nki ng.

JUDGE M CHAEL TIERNEY: [|'Il start off here

and | et Judge Boalick chinme in. Generally just high
level. Keep in mnd that these kind of discussions, if
you recall, there was proponents where it was going to
be only registered practitioners because there is the
noti on to anend process, then there was the litigation
position which is this is nore litigation style so
there woul d be sone discovery with the litigators
brought in. The office has went ahead and adopted a
rule which is actually proposed by the ABA and | PO
which is | ead counsel will be a registered

practitioner. Backup counsel, though, nmay be a
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litigator who pro hacs in, and in those circunstances
what we're | ooking for by rule as we set forth is where
it's experienced litigator who is famliar with the
subject matter before us.

So what we're | ooking for, and we've found
out with sone pro hac decisions, | think Scott, Judge
Boalick I should say, you have a deci sion which goes
t hrough and explains the details that's required. But
generally are you in good standing with your bar? Are
you famliar with our practices? |In other words,
you' ve read our practice guide and rules. |If you're in
good standing, you're famliar with the subject matter
i nvol ved, generally we're going to let you in.

However, | say however, there are instances
where it's opposed. W allow for an opposition to
occur. You get five days. And |I'd say very rarely is
it opposed, but once in a while when it's opposed,
certain facts may cone to |ight which then we have to
decide. But if it's unopposed, you've net the
requirenents, | won't say always but al nbst al ways we

l et you in. Judge?
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JUDGE SCOIT BQALICK: So the only thing
woul d add, other than | know Judge Ti erney has denied
pro hac in at | east one instance, perhaps he'd like to
describe the circunstances. There is that -- earlier
there was a |ink that had been shown to the Board's
website that has representative orders, and there are
representative orders discussing the factors for pro
hac vice adnmi ssion. And | would recomrend if you
haven't | ooked at that, you go ahead in your tine
afterwards before you would file such a notion, go have
a |l ook at those orders on the website.

JUDGE M CHAEL TI ERNEY: Just to concl ude on
this point. The case in point, | did deny. | believe
it was the first denial, but it was an opposed notion
for pro hac and there are certain facts involved that
may not be -- go case by case, | would say. Please
| ook at the case in particular. You can see the facts
i nvol ved and why it was deni ed.

MR, TODD WALTERS:  Your Honor, as counsel
for Smth, I'"'mreally concerned about this Susie person

because, quite frankly, she's a nmuch better |awer than
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diver and Phil, and she doesn't know squat about the
case. And |I'm just wondering how -- how are they goi ng
to get her in pro hac vice?

JUDGE SCOTT BOALI CK: Wl |, again, as Judge
Ti erney described, it would be a notion. You would be
free to oppose it. I'mnot sure if the reasons because
she's a better | awer would be sufficient grounds, |
doubt that, but you would have the opportunity to
oppose.

M5. ERIN DUNSTON: | f Susie had done a | ot
of homework kind of off the record, even though she
hadn't nade an appearance in the litigation or that
sort of thing, is active involvenent up to that point
necessary or is there not that clear a |ine?

JUDGE M CHAEL TIERNEY: There is no rea
bright line. Keep in mnd, it is a notion. |It's going
to be taken case by case and the facts presented. |If
t he person has shown again fromthe rul e experienced
litigator who can testify that they're famliar with
the subject matter before us, then by the nenbers where

we' ve made a decision, just show ng that they've read
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our rules, read our practice gui des, show sone

famliarity. |If the opposition cones in and the facts
presented where is she's brilliant and | don't want her
in, that may not be given a whole | ot of weight, but --

MS. ERIN DUNSTON:  All right.

JUDGE SCOTT BOALICK:  And | would just add
that in general that there's sort of nmaybe a policy
towards favoring the ability of a litigant to choose
their counsel. So unless there are reasons not to
bring counsel in, generally we look in favor of the
litigants being able to choose their counsel. As |ong
as they agree, for exanple, to be bound by the ethical
rules of practice, PTO and denonstrate the other
factors that need to be shown.

MS. ERIN DUNSTON:  All right. And now
we're going to turn it nore to Phil and Judge O G ady.
Phil, you nmentioned this a little bit earlier but, you
know, the infringenment action for the '123 Patent has
been going on now for about four nonths. Do you want
tolet it proceed or do you want to try and get it

stayed? Wat are your thoughts about the tim ng about
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that, and what are sone of the pros and cons of doing
so?

MR PH LIP HRSCHHORN: Let's just talKk.

We brought the litigation to bring a litigation to
conclusion and get the finality as quickly as we can.
We did not do a prelimnary injunction in this case,
but we're in the Eastern District of Virginia for a
really good reason which is we knowit's going to nove
quickly. W know, like | said earlier, it's going to
put the Smth Conpany on the defensive fromthe
beginning. If they're not anticipating the |awsuit
conmng, they're going to be in those first few nonths
trying to figure out what their defenses are, what sort
of art is out there, if they have a 102 or 103 def ense,
and | ook for other defenses they m ght have.

At this point, looking at this case right
now, | want to nove this thing forward. | want to nove
this case forward. For Judge O Grady, | know he is
going to hold to that schedule. | know that | can get
toatrial. If w're going to get to trial within a

year, it wll be a done case and then we can npbve up to
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the Federal Circuit if we need to.

But | think that what the pros and cons are
i's, you know, we -- we chose the forum we're noving
ahead with the patent, and we want to try and get our
clainms construed in the District Court the way we want
them al so to be construed when we're at |east to sone
extent in front of the office. And so again, |I'm
wor ki ng closely with Adiver, even though there's a
slightly different standard for how the clains are
going to be construed, to get to a point where we
bel i eve we have a construction that we can live with
t hat nakes sense for that patent and those clains that
we' ve asserted, and that will hopefully put all those
102 and 103 issues to the side. So those are the types
of things |I'mthinking.

MS. ERI N DUNSTON: And to Judge O G ady,
Smth Conpany has asked, and again Smth is the accused
infringer and the petitioner, they want to stay that
litigation pending the outcone of the PR \Wat do you
t hi nk about when deci ding whether or not to grant a

stay, and how does tim ng affect your decision in that
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regar d?
JUDGE LIAM O GRADY: Timng is very
i mportant obviously. |In four nonths, we've gone
through the initial notions to dism ss and worked
t hrough those, a scheduling order is issued, and
di scovery is proceeding. | failed to introduce ny
col | eague, Judge Anderson, but he's -- he's in sitting
every Friday in court on every patent case that we have
in the building because they tend to be litigious
maki ng deci sions. Phil has been told to pick his top
ten claims and the rest will be tried at a | ater date,
so he's working through that and we're noving forward.
So, | mean, as you and Phil highlighted
just last week, a district judge in the Eastern
District of Texas issued a decision using the four
poi nt test that cones out of broad innovation and, you
know, the Board required to | ook at, one, whether a
stay will unduly prejudice or present a clear and
tacti cal disadvantage to the nonnoving party; whether a
stay will sinplify the issues in question in the trial

of the case; third, whether discovery is conplete and
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whet her a trial date has been set; and fourth, whether
a stay or denial thereof will reduce the burden of
litigation on the parties and on the court. And the
litigation that Phil's filed is nmuch broader than the
l[itigation brought in the Patent O fice and, you know,
it may be a real infringenent issue, you know, that one
party may be scream ng infringenent, infringenment.
Claimconstruction is really not the key. Another
party may be saying there's no damages in this case,
Judge and, you know, there's no reason we ought to be
here. W need to |ook at the damages. And those, you
know, as Judge Barn, and |I'm sure Judge Newmran
remenbers, you know, fanously said that claim
construction is one -- is one dispute anong nmany in a
patent case. It doesn't even deserve its own nane. It
shoul d never have given it a marknman because it
hei ghtens the i nportance of claimconstruction when
it's one of many issues that's presented by the court.
And, you know, I'mnot sure | agree with
t hat because | think claimconstruction is a critical

el emrent and one that really deserves, but it highlights

Gore Brothers Reporting & Videoconferencing
410 837 3027 - Nationwide - www.gorebrothers.com




© 00 ~N o o b~ w N PP

N N N T e T e e
P O © 0 ~N o U A W N B O

55

the fact that there's a |ot going on in patent cases
and that the obvi ousness and anticipation is just one
of those issues. And so every case is different.
District Court has given broad discretion to decide
whether to stay a case or not. Culturally it doesn't
happen in the Eastern District of Virginia. W nove
qui ckly through the case. W're uncertain as to what's
goi ng to happen when we | ose control over how |l ong a
case has been stayed. You know, we have six-nonth
reporting requirenents. W have three-year reporting
requi renents, annual reporting requirenents. And, you
know, they ding you for sitting on cases for any great
| ength of tine.

On the other hand, this is -- this is
trenendous promise for District Courts. You know,
we're | ooking at now a systemto evaluate 102 and 103
and 101 at tinmes that |looks a lot nore friendly to a
District Court. There's discovery, although it may be
limted. There are time |imts that have been set.
There are deci sions which are being rendered by highly

conpet ent peopl e who understand the science better than
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we do, who are able to digest significant anount of
nore information than we can in a nmuch shorter perhaps
span of tinme. So all those are very attractive.

So | think, you know, a lot of districts

around the country, this is -- this has been, and I

know from anecdotal ly, this has been very well received
by district judges who are anxious to get a final
decision on invalidity and nove forward with the
remai nder of the case. |It's a harder sell in ny

district because we're halfway through the case now and

the trainis at full -- full speed. It's difficult
when only one portion of the litigation will be
resolved to stop the train. And in this case, | would
not stay. This is a hypothetical. | would not stay on

t he advice of Judge Anderson.

MS. ERI N DUNSTON: And speaki ng of
schedules, | see it's 7:20 so we'll try and wap this
up Wi thin about the next ten m nutes.

But about three issues I'd |ike to address
before we do. Perhaps starting with the judges. |It's

been hinted on a little bit, but thoughts of estoppel
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and clai mconstruction, and again, building a record
should you need to go up to the Federal G rcuit. Wat
are your thoughts on the whol e estoppel and claim
construction issues percolating with these post-grant
pr oceedi ngs?

JUDGE M CHAEL TIERNEY: Al right. "Il
junp in on the claimconstruction issue. | think one
of the -- one of the key features that we put in place
that wasn't required by statute but it's one that we
obviously listened to the public and it's claim
construction. If you |look at our decisions to
institute, which are done within six nonths and
actually quicker if it's waived, the claimant responds
or files it early, we try and endeavor and it takes
quite a bit of tinme and resources but it's sonething
we're very proud of, is that we have gi ven gui dance on
claimconstruction. W realize it may be one part of a
bi gger case, but when you're tal king about an inter
partes review or a covered business nmethod review, you
are | ooking at claimconstruction being a very key

i ssue for those cases. So it does take a -- it noves
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the case in the right direction because quite often,
claimconstruction if | decided early a prelimnary
construction, decisions to institute for prelimnary
decision is not based on a conplete record, but you
give at | east sone guidance to the parties as to given
this record here, here's our thoughts where we're going
with claimconstruction, and it tells the parties go
ahead and change the record in a way that it's nore
favorable to you or try to -- if there's sonething that
you di sagree with, you know, help us out on the record
inthis direction. But if you' re not going to change
the record, here's where you' re going to end up on
claimconstruction, and it gives you at | east sone
gui dance.

W' ve seen at | east sone cases that are
settling now and one of the things that at least | as a
single judge, I'm |l ooking at ny coll eagues here, |
t hi nk the gui dance we're giving in decision issues
beneficial froma settlenent point of view because it
gives you at |east sone idea of here's how a pane

woul d cone up and decide if we should issue a fina
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deci sion on claimconstruction, howit may effect such
i ssues as infringenent exception. Now, an estoppel,
woul d you |ike --

JUDGE SCOTT BOALICK: | think estoppel wll
be interesting to see how that evol ves over tine.
Essentially we're here at the very beginning of this to
see how well that the terns raised or could have been
raised, howwll those terns be interpreted. For
exanple, | think we have our view of whether certain
I ssues woul d be estopped, essentially if they don't --
if we -- the Board does not proceed on a certain
ground, it's difficult, at least this is ny own
personal view, to see how that could have been raised
because the Board essentially said we're not going to
proceed with that issue. So would there be estoppel on
that? It would be interesting to see if the courts
agree with me on that view.

So that's essentially ny -- ny thoughts
today on estoppel are let's see how that evolves. It
will be interesting. It may end up shaping quite a bit

of strategy depending on how that gets interpreted.
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JUDGE M CHAEL TI ERNEY: Just one quick
point. Congress is |looking at trying to change the
rai sed, reasonably coul d have been raised and PGR to
just a raised standard. It's an issue for discussion.
Covered business nethod right nowis only what is
raised, so PR is raised or reasonably could have been
rai sed. But step back and think if you're going to
litigation, you' re concerned about the estoppel and you
don't want to bring all, what do we need to bring to
the Board in the redundancy argunents and chal | enges.

Keep in m nd, whatever you bring to us,
bring your best shots. Bring your best challenges to
us. Don't hold back. [If you' re hol ding back thinking,
well, I'll save a couple for later on, that's clearly
falling in the reasonably could have been raised. So
bring forward everything you have so you don't fal
afoul of a reasonably could have been rai sed chall enge.
PGRs, stay tuned. W'Ill see howit plays out. And in
CBMs, again, it's only that which is raised. So they
have at tines only say 101 or prior art, and there may

be a hint that there m ght be other chall enges that
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they're going to bring forward. But again, it depends
on which forumyou're in. |If you' re in IPR Kkeep in
mnd it's reasonably coul d have been rai sed.

JUDCGE LI AM O GRADY: Erin, | want to nake
sure we |left sonme tine for Judge Newman. |'mvery
interested in her thoughts on our panel discussion
today, so please build in that extra tine.

MS5. ERI N DUNSTON:  Yes, absolutely.
Anyt hi ng, Todd, and then we'll nove to that?

MR TODD WALTERS:. Yeah. Just very quickly
on the estoppel issue, and this is really leading to
the question for the judges of the Board. Everyone
tal ks about petitioner estoppel and that if you go
forward with a petition and you | ose, then you're
precluded in D strict Court or other proceedings, and
the statute clearly |ays out that estoppel. But
there's also at |east indication on the PTOs website
that there's patent owner estoppel associated with the
proceedi ngs, and that estoppel can apply to pursuing
clainms that woul d be antici pated or obvi ous over

subject matter you lost in, for exanple, an |IPR
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What's unclear to ne, and if we coul d get
sone guidance it would be very hel pful, is what about
the standard of raised or could have been raised? |If
you could have put a claimin through amendnent, is
that sonething that you could have raised in the
proceeding and then if you didn't, you failed to do
that, are you estopped from doi ng that going forward?
| think that's a very interesting question that we
could all use sone gui dance on.

JUDGE M CHAEL TI ERNEY: One of the things
that we did during rule naking is we | ooked at
estoppel. And petitioner estoppel, as you nentioned,
it's a statutory basis. On the rule for patent owner
estoppel, we did have a statutory basis which is we had
to set forth rules of governing the proceedi ngs of not
just the IPR but relationship to the proceedings. One
of the concerns that we had that was | ooked into was
what happens when a patent owner woul d conme back, they
lose in the IPRin claimA, they cone back and put in a
duplicate, an exact copy of claimA before an exam ner

t hrough a continuation application. Clearly we had to
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take into account that you can't just say, well, |'ve
|l ost it before the Board, |I'mgoing to go back before
the examner with the sane cl aimand see what happens
t here.

So we put out a rule based -- which is
based on statute of course, a provision that there's
pat ent owner estoppel. If you |lose a claimthat which
is not patently distinct is a cause for denial. In
ot her words, don't put a claimbefore an exam ner which
is Aor Aprinme where that prinme portion is, you know,
obvi ous and you have a second reference, it's obvious
that you had the sane reference you |l ost over. But if
it is patently distinct, it's a separate and distinct
patent or invention, there would not be an estoppel.

MR TODD WALTERS: Even if you could have
added that claimthrough anendnent or substitution in
t he proceedi ngs?

JUDGE M CHAEL TIERNEY: That is correct.

M5. ERIN DUNSTON: W' re going to do one
quick plant with Phil. Evidently you're worried about

that Reavis publication and the '123 Patent. Are you
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t hi nki ng even possi bly about ex parte reexam and -- and
this is an inpossible question. Tell nme about
Fresenius in 30 seconds.

MR, PH LI P H RSCHHORN: 30 seconds. As the
patent owner, and | nentioned this at the begi nning and
one of the reasons | wanted to be in the Eastern
District of Virginiais to get to the end of the road
and to have, you know, sone sort of finality. And
think as -- and | renenber when the Freseni us deci sion
cane down in July or whenever it came down and | ooki ng
at it and talking with a coll eague and thi nki ng we have
t hese cases before federal judges, three judges who are
deciding these issues and trying to get to finality. |
as the patent owner who initiated the litigation want
to get to finality. And | think, you know, and I
really think the PTOwants to be at finality, too. W
all want to be at finality in sone way. And | think
the way that Fresenius has conme down, and at least this
bal ance between what is filed and what is not, when
you're having any type of bifurcation in a case, when

you have nmultiple appeals in a case, so much work can
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go to waste.

You know, | love to be in litigation. |
love to be in litigation for a long tine, but | like to
get to a result. That result could be a settlenent.
That result could be finality. It may be sonething
t hat happens in the PTAB, but | want to know that the
work that we're doing is sonething that's progressing
in the right way. And | think the current Freseni us
decision is creating a situation where the Smth
Conpany nmay want to keep all the balls in the air as
long as they can. And as a -- as a patent owner's
counsel, | want to see that finality. | don't want to
see all the balls in the air.

M5. ERIN DUNSTON: And with that, in view
of the tinme, Judge Newman.

HON. PAULI NE NEWWAN: Thank you. [I'IlIl be

brief, but I'"'mvery glad to share with you sone of the

t houghts which canme to mnd as | listened to this
extraordinarily interesting and -- and excell ent
presentation. But after all, let ne remnd us that if

the patent is really inportant, it's likely to end up
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in court. Judge O Grady nentioned some of the -- nost
of the aspects which are involved, but the |ast word,
ours, we don't have the last word either. And the
courts are quite likely to focus on why we have these
exotic, conplicated new procedures. Wiy in the world
were they -- were they legislated? It's pretty clear
the idea was to provide greater certainty, to nove up
intime the tinme for certainty, and to do sonething or
ot her about the extraordi nary cost of taking a patent
whi ch has gone through the procedures in the office and
at the sane tine is to start all over again.

So we -- we have the problemin the first
pl ace, as was explained to the Congress, of the
uncertainty as to a patent that's issued by the Patent
and Trademark O fice. Then we have the question of
finality, commercial finality, finality for the
pur poses of investnent decisions, and also finality for
pur poses of judicial process. |In theory, you get one
shot at correcting errors, achieving justice. Here we
have a systemthat seens never ending. W have a

search, the profound search in the nation for
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correctness of solution in disputed areas. That's the
goal of getting it right. And as | nentioned, cost,
because we know that justice can be very expensive.
And it was very nuch brought hone to the Congress that
the cost of justice in connection with the patent
system can defeat the purposes of the systemto start
Wit h.

So here we are with the extraordinarily
conpl ex procedures, to nme still inconprehensible,
al t hough thanks to all of you | perhaps have a better
sense. Are we creating another nonster, procedures
t hat are understood by the insiders and that the judges
can't penetrate? Well, perhaps that wouldn't be so bad
if the insiders had the |ast word, but they don't. W
have the last word, a court of generalists by design as
far as we're concerned. But we've seen often enough
that the |ast word cones fromthe true generalist by
design as the national structure of the judicial
process.

So when that happens, what is the result?

| deol ogy, policy, common sense, if | can use the words
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of KSR, this is what dom nates. So although | coul dn't
agree nore with all of you that the patent system does
need a better way of achieving finality and resol ving
pat ent di sputes early and correctly, but everything
that's done at every step that we' ve been di scussing
this evening runs the risk or perhaps the advant age of
bei ng second guessed by soneone el se. And of course
practitioners and litigators know this, and that's one
reason for the added conplexities all the way al ong.
We have judges who are not experts, who are likely to
bring that horrific concept of common sense, perhaps
even a sense of economics to the law that we're al
trying to adm nister

So you who practice these procedures, the
judges on the Board, the litigators, the District Court
all are very nuch aware that there is another | ook.
And | nust say to ny view, this is inportant because
nost of the inventors out there don't know what we --
what you in this roomknow as to how patents are read
and what they nmean and how they may eventually be

applied and enforced. But the nation depends, our
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future as a nation depends on the intell ectual endeavor
of i nnovati on.

So what | want to do is rem nd us as we
wor k our way through these systens to understand why
they were created and to have that very much in m nd at
each step. This was not | think contenplated as the
| ast word in how to resol ve patent disputes. There's
no doubt in nmy mnd that there was a need for change
and for inprovenent, so let's all have in m nd together
the direction in which we're going, the inprovenents
that we need, and how to get there and figure it out.

So that's ny thought on all of this. | do
conplinment the panel on the depth and profundity and
clarity of their understandi ng and expl anations. Let's
build on all of this to try and cone out where we in
the nation needs to be.

JUDCGE LI AM O GRADY: There's a reason why
you have the final word, and that's because that was
wonderful. Thank you so much for putting us in the --
in a broader thinking capacity, because that's exactly

where we all need to be. So thank you very nuch, Judge
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Newman.

Erin, any final -- | would like to thank
you so nuch for putting the panel together and for
| eadi ng us through what's been | think a really
i nformative di scussion tonight. And thank you for all
t he panel nenbers who have joined us and parti ci pated
and contributed so much. Thank you.

M5. ERI N DUNSTON: Agai n, thank the panel.
Really, really appreciate it. Thank you for your
attention. Mke sure you sign in if you have not
already. W are going to try and get CLE credit for
toni ght, but we're applying retroactively so do be sure
to sign in.

And that concludes the program so please
wel come to the reception afterwards. Thank you.

(Proceedings adjourned at 7:38 p.m)
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Commonweal th of Virginia
County of Fairfax:

|, AMANDA J. CURTISS, a Notary Public of
the State of Virginia, Fairfax County, do hereby
certify that the w thin-nanmed proceedi ngs took pl ace
before ne at the tine and place herein set.

| further certify that the proceedi ngs were
recorded stenographically by ne and this transcript is
a true record of the proceedi ngs.

| further certify that I amnot of counsel
to any of the parties, nor in any way interested in the
out cone of this action.

As witness ny hand this 22nd day of
January, 2014.

Amanda J. Curtiss, CSR
Notary Public
My Conmmi ssion Expires:
Cct ober 31, 2015
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